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ТНАГ$ ROYAL ORCHID SERVICE NOW EXTENDS 
TO TWELVE EUROPEAN DESTINATIONS. 


Flying to Europe? Thai now gives you 25 flights a week from Bangkok to choose from, 19 of which are non- 
stop. Plus a lot more besides. Like being waited on by charming cabin crew. Like selecting from superb menus 
(French champagne and wines, of course). Not to mention a fresh orchid for everyone 
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| Go fort the Gold! 


| Goldstar knows how to win. of the Games faster and 
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tions equip- to work 
ment to for you. 
capture all 
the excitement 





14" color portable TV with remote control 





Join the winning team. 
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_ WE ien a company Says | 
. it stands behind its products, 
ask how many of those products 
| are still standing. - 








Today we are all involved in a race to stay competitive. 
And very often the company that reaches the finish line first 
is the one with the information system that really delivers results. 





We believe the way to help you get results is to provide the 
highest quality in everything we offer. 

Our products are tested. And tested. And tested again. Last 
year we introduced over 850 new products in the Asia-Pacific area. 
And we designed each to be more reliable than its predecessor. 

But quality products aren't enough. We demand the highest 
quality of our people. too. From our laboratories to our production 
facilities to our sales and service offices, all IBM employees are 
taught that a more reliable information system depends on them. 

And what does that mean to you? 

Well, when the competition is tough and results count, nothing 
can give you an edge like a company you can depend on. 


vidi We'rein the results business 
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_ FE LIKE HOME. 


hen you or your employees 
are traveling to the United 
States for 30 days or longer, 
Oakwood Corporate Apart- 
ments are like a home away 
from home. 

Every Oakwood Corporate 
Apartment is fully furnished, 
from the linens, dishes and 
televisions to maid service. We can even provide VCR's, telephone answering 
machines and microwave ovens. (And by special request, rice cookers). 

All the comforts of home to keep you and your employees happy and 
productive when they're traveling. 
At half the cost of a hotel. 
























ALL THE COMFORTS OF 
A RESORT HOTEL. 







You know what they say about all work 
and no play. 

That's why we've built Oakwood Corpo- 
rate Apartments around a truly impressive 
recreational facility. 

Your employees can take a swim in a 
large heated swimming pool, play tennis: 
day or night on lighted courts with the 
resident pro or even enjoy a workout in 
one of the high-tech fitness centers. 
Some of our properties even offer volley- 
ball and basketball courts* 

We'll keep your employees in the same 
condition we keep the employees of 300 
of the Fortune 500 companies. Rested. 
Relaxed. And ready to conquer the world. 

“Facilities may vary by location 




















WE'LL EVEN KEEP YOUR COMPTROLLER HAPPY. 






Even with all this comfort and all these business and recreational facilities, 
the cost of an average 30 day stay at Oakwood is about half of what you would pay 
at a hotel. 

And it gets even better. 

We'll bill you or your company directly or accept American Express, VISA, 
MasterCard, or Diner's Club Credit cards. 

With more than 30,000 units across America you can find some place like home 
almost everywhere you look. 

So give us a call at 1-800-421-6654 and you'll soon discover there's no place 
like Oakwood. 
Oakwood Corporate Apartments. 
A place to call home for 30 days or more. 
















2222 Corinth Avenue 
Los Angeles, California 
90064 


1-800-421-6654 






Corporate Apartments 

















LETTERS J 


Ironic policy 


It is ironic that Asean and the US are 
now trying to derail the Khmer Rouge 
in their attempt to regain power after 
nine years ot cooper: iting with China to 
build them to their current standing. 
The 1979 invasion of Cambodia by Viet- 
nam left the Khmer Rouge shattered 
and demoralised. Their cadres were 
stoned and hacked to death by angry 
Cambodians. They were finished be- 
cause they had no credibility or support 
in Cambodia after four years of genoci- 
dal rule. However, since then, China. 
Asean and the US have helped them 
grow militarily and legitimised them by 
forcefully incorporating the two non- 
communist resistance forces of Prince 
Norodom Sihanouk and Son Sann into a 





| coalition with them. 








The saddest mistake of Asean and 
the US is that, instead of building a 
strong non-communist resistance, tl 
have chosen rather to strengthen un 
Khmer Rouge. 

The recent meetings in Bogor and 
Peking have not resulted in any break- 
throughs because they were styled as 

“breaking the ice.” In fact, the ice had 
already been broken when Sihanouk re- 
signed from the coalition and met twice 
with the Vietnamese-controlled Phnom 
Penh regime. Had Asean and the US 
understood Sihanouk's denunciation of 
the Khmer Rouge in 1979, and paid at- 
tention to the agony of the Cambodian 
people, the Khmer Rouge would not be 
an issue today, and most importantly, 
Hanoi would have found it difficult to 
justify its unlawful occupation of Cam- 
bodia. 


New York Sina Than 
The REVIEW’s report of a new offensive 
by Khmer Rouge forces [22 Sept.] 
should be read in conjunction with 


another report on Khmer Rouge ati 
city (Cause for concern), which ap- 
peared in the same issue. This repre- 
sents, among other things, the Khmer 
Rouge’s determination to re-assert its 
authority after the Vietnamese with- 
drawal. It would be a tragic repetition of 
history if this brutal group returns to 
power because of the short-sighted 
geopolitical considerations of its major 
helpers. 

Bangkok’s argument that “the 
Khmer Rouge is the only card Thailand 
can play in negotiating a Vietnamese 
troop withdrawal” is highly fallacious. 
In fact, continued presence of a strong 
Khmer Rouge force makes Vietnam jit- 
tery and is likely to delay the withdrawal 
of Vietnamese forces. 

The reports of torture, murder and 
the disappearance of 7,000 refugees in 
the camps controlled by the Khmer 
Rouge show what Cambodia will be like 
if the murderous gangs return to power. 
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We have 26 hotels in Asia Pacific. 
Апа every one of them is rare. 


Asia Pacific will lool 
whether you're in M 
Manila, Saipan or St 


Imagine the luxury of 36 Hyatt 
Hotels and Resorts perfectly 
positioned across Asia and the 
Pacific. Hotels where Hyatt's 
meticulous attention to detail has 
been polished to perfection, so 
that they constantly transcend the 
expectations of both business and 


leisure travellers. It can be seen in 
our gracious service. In our innova- 
tive cuisine. And in our exclusive 


Regency Club accommodation. ү: or play. All with gi 
And for a breathe, Y Fx ya Indeed 
each hotel offers you f T) specia 
extensive sports and < "^3. уа 
leisure facilities. Hyatt \ ! t abo 
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mportant to realise 


hmer Rouge but because of massive 
ternational sanction; because of ad- 
roit diplomacy carried out by. Prince 
| Norodom Sihanouk, and because of the 
| Soviet. Union's desire to improve its 


image. 
|. Canada 
| 





Mahmood Elahi 


. Bugger Bognor 
-As a small boy, I was one of a crocodile 
of similar small boys, all dressed identi- 
г саћу in pink blazers and carrying Union 
» Jacks, who were escorted solemnly to 
the main gates of Craigwell House, 
Bognor [TRAVELLER'S TALES, 13 
Oct.]. After a while, a large car ap- 
peared with a small, bearded man sit- 
ting in the back. He waved sternly, and I 
| noticed that though ег tired he 
| looked. vastly relieved to be leaving 
. Bognor. It was my first glimpse of a 
reigning monarch, 
The famous “Bugger Bognor” exple- 
| tive was, I have always understood, ut- 
_ tered by George V the following year 
| (1936), when the well meaning and con- 
. cerned Queen Mary attempted to per- 
|| suade her ailing husband to return for 
another dose of Bognor's bracing air. 





























Craigwell House was too painful for 
ing to contemplate. The remark, if 
deed it was ever made, was widely 
oted at the time, and I recall my 
ther, repeating it with much relish to 
y mother, who rolled her eyes in my 
rection. On that day I discovered the 
: use of a dictionary! 
| To mark its elevation as a royal 
borough, shortly afterwards Bognor 
ld a strange and rather grim 
| celebratory parade, led by the perspir- 
«ing and discordant town band. The 
; chief counsellor (Bognor did not merit 
а mayor) took the salute, standing 
, erect on the roof of the public urinals 
opposite the pier, his lady gallantly by 
his side. 
| .. I escaped from the place over 40 
“years ago. Bugger Bognor indeed! 
~ Bangkok Michael G. Jones 





















| Doggerel or ditty 

+ Му favourite feature in the REVIEW is 
TRAVELLER'S TALES and I was, as 
- usual, amused and edified by your col- 
| umn. in the 29 September issue. I must 
espectfully observe, however, that as 
' the editor-in-chief of an international 
| publication you need to be better aware 
* of the cultural differences in the many 
| countries in which your fine publication 
read. Specifically, І refer to your as- 
ssment of the beginning of an editorial 
n the Wisconsin State Journal as “an ap- 
palling piece of doggerel." 

"Ihe "doggerel" that bothered you so 
s in fact an extraordinarily clever 
arody of an old American institution. 
г many years a shaving cream manu- 























| that Vietnam | 
leave Cambodia not because of the | 


The thought of a further stay at the dis- | 








facturer whose product was called | predecessor) suggests a faulty ear. Solis | 


Burma-Shave posted signs along well- 
travelled highwaysinthe US advertising 
their product. The advertisements con- 
sisted of five signs, printed in white on a 
red background, each sign placed about 
50 m apart. They were all in verse and 
advertised the product lightheartedly. 
Two of my favourites are: 


HENRY THE EIGHTH/SURE 
HAD TROUBLE/SHORT 
TERM WIVES/LONG TERM 
STUBBLE/BURMA SHAVE 


WITHIN THIS VALE/OF TOIL 
AND SIN/YOUR HEAD 
GROWS BALD/BUT NOT 
YOUR CHINIBURMA SHAVE 


These signs appeared from 1927 until 
1963 when the maker of Burma-Shave, 
the Burma-Vita Co., sold out to the 
conglomerate Philip Morris. The story 
of these signs was told in a book called 
The Verse by the Side of the Road which 
is probably out of print by now. 

I have never read the Wisconsin State 
Journal but I would say that their edito- 
rial writer produced the timeliest com- 
ment on the situation in Burma that I 


| have read. 
Connecticut Robert I. Ginsberg 
What's in a name 


Ken Kaliher's theory [LETTERS, 22 
Sept.] about a French origin of the spell- 
ing Seoul is as ingenious as the notion 
that the dragon was the design produced 
by the first joint conference of or- 
nithologists and ichthyologists; but, 
alas, no more true. 

His implication that the short u oc- 
curs in French only in a few words of 
manifestly foreign origin, such as /e 
chouingum, is correct; but the most pro- 
nounceable French equivalent to the 
city’s name would not be Se-oul but 
Seu-oul (which is how it is transliterated 
in dictionaries). 

However, the fact is that we have 
never tried to transliterate foreign 
words for normal purposes, only to gal- 
licise them. Thus, the president of the 
Ivory Coast, Mr Ufwe Bwanyi, was 
taught to write his name in school as 
Houphouét-Boigny, so that the little lad 
should have no doubt that his ancétres 
really were Gaulois. 

The reason Seoul is thus spelled is 
because, before McCune-Reischauer, 
the short и was written eo. Thus, the 
first syllable of the city's name (such 
without the сл) was Seo-. The last syl- 
lable (rhymes with cool) was and ts -u/. 
Accenting the é merely makes the name 
pronounceable in French and therefore 


civilised. There is no way, in French, of | 


pronouncing Seo-ul. 


Aidan Foster-Carter's assertion that | 


the city's name is pronounced like the 
English word "sole" (which would be 
sol in both McCune-Reischauer and its 
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orean for pine tree and is the name of 
the country's. best-known. brand of 


cigarette, 
Paris Russell Warren Howe ' 
Hitting sour notes 


In Shim Jae Hoon’s article, Awash in a 
sea of money [15 Sept.], one cannot but 
help detect a certain unevenness in his 
portrayal of the positions held by the 
Taiwan and Peking authorities with re- 
gard to reunification. On the one hand, 
Shim decries the “arrogance” and the 
“simplistic mind-set” of top level 
Kuomintang (KMT) officials who pro- 
posed offering US$10 billion to Peking 
for its renunciation of communism. On 
the other hand, Shim notes without 
comment that President Lee Teng-hui's 
political reform may encourage Taiwan 
residents to be "increasingly reluctant 
to accept the mainland's socialism, 
moderate though that may now be com- 
pared with the past." 
In terms of objective analysis, S! 


appears to be hitting a few sour nc... - 
here. Why does he not question with 


equal cynicism the reasonableness of 


Peking's policy towards Taiwan? It isan: ` 


even more simplistic mind-set to assume 
that the people on Taiwan would 
jeopardise the fruits. of their hard work 
and prosperity and adopt a socialist sys- 
tem which has kept their mainland bre- 
thren in the economic stone age. While 
the KMT are dismissed as "still clinging 
to the dream of returning to China in 
triumph," Shim does not ponder 
whether Peking's dream of reunifica- 
tion under socialist principles is any 
more reasonable. 


Taipei Michael A. Aldrich 


Hanoi's hand 


Concerning your article on “compas- 
sion fatigue" regarding Vietnamese 
boat people [An end to tolerance, 15 
Sept.], as part of the resettlement so 
tion, the Vietnamese community in tu 
US is working with congress and the ad- 
ministration to allow private sponsor- 
ship of refugees. A similar effort in 
Canada has been a success. However, 
the Free World must work for a longer- 
term solution: to stop the flow of ref- 
ugees at the source. The humane deter- 
rence is to request, and when possible, to 
demand that Hanoi stop its human- 
rights violations, which foree the exodus 
of its own people. 

The US' leverage on Hanoi is great- 
est now that Hanoi is wooing the admin- 
istration to normalise relations. Hanoi 
is desperate for an end to the US im- 
posed isolation and for foreign aid. 

New York Son Nguyen 





Pseudonyms are accepted, but letters i 
tended for publication in these columns must | 
bear the writer's signature and address. 
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ItS not just how long you 


S what you age. 


No matter how long you age ordi- 
nary Scotch, it will always be ordinary. 

Which is why the words *12 years 
old" ona label aren't nearly as impressive 
as the words "Chivas Regal" 

After all, since 1801, Chivas Regal has 
been made from the prize whiskies of 


. 


1 yg 
„/& 
UVAS R EGAL 


180! e 


such legendary Highland distilleries as 
Strathisla—one of Scotland's oldest. 
In fact, Chivas Brothers meticulously 






selects dozens of prize whiskies—each 
for a specific characteristic—then blends 
them for that consistently smooth taste. 

АП of which helps explain why mam 
Scotches.can carry the words “12 
old? But only one can carry the 
“Chivas Regal.” 


years 


wi rds 





To Europe via FRA. 
And your goods move in good hands. 


Whatever it is you want to offer your Euro- 
sean friends, whether your goods аге 
arge or small-scale, there is no speedier or 
логе reliable way to cross continents than 
пе FRA way. In Frankfurt — Europe's No. 1 
arfreight hub — you can rest assured that 
xpert hands will handle your freight with 
seference. And with 230 flights from 

frankfurt daily serving the European con- 
егі, you can expect your goods to reach 
пе right hands little more than 24 hours 





FRA: Freight handling at its best. 


after leaving yours. Through first-class 
FRA freight handling your European busi- 
ness is effectively on the move the 
moment your goods arrive. In commercial 
terms, you reap the rewards in good time. 


Please contact Flughafen Frankfurt Main 
AG, D-6000 Frankfurt am Main 75, 
Telex 414 959. Or our representative in 
Hongkong: Mr. Paul Eidens, c/o ITSG, 
Telephone 5 - 8 92 13 21, Telex 8 3737. 


Flughafen 





Frankfurt Main AG 
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new breed of super pigs, the creation of genetic science 
and modern herd management techniques, is rev- 
olutionising Asia’s livestock raising industry. Traditionally 
the preserve of smallholders, pig rearing is increasingly at- 
tracting the attentions of the region’s agribusiness em- 
pires and their foreign rivals. Backyard pig pens are giving | 
way to hi-tech farms which achieve economies of scale 
with herds of up to 10,000. The dramatic changes are being 
felt throughout the region's livestock industries. Industry 
correspondent Carl Goldstein details the developments 
and assesses their likely impact. Tokyo bureau chief 


Charles Smith looks at the future of Japan's high-cost beef producers. 


Page 100. 


Cover illustration by Peter Mong. 





Page 14 

Former Philippine president. Marcos 

and his wife are indicted by a US fed- 
| grand jury for theft, fraud and 
er criminal offences, and now are 

being summoned before a congres- 

sional sub-committee. 


Page 15 

Malaysian Prime Minister Mahathir's 
candidate wins a by-election in Johor, 
putting Umno rivals on the defensive. 


Page 16 
Australian Foreign Minister Evans' 
visit to Indonesia is marred by disag- 
reement over Jakarta's temporary 
closure of the Sunda and Lombok 
straits. 


Page 18 

A share-profiteering scandal severely 
embarrasses Japan's finance minis- 
ter and delays a tax reform decision 
for months. A rumoured list of more 
prominent figures involved could 
threaten the Takeshita government. 
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Page 23 

China revamps its public security sys- 
tem to cope with rising lawlessness 
and drafts a new law on state secrets. 


Page 40 

The Thai Government sets up its first 
Islamic studies college in a bid to pla- 
cate assertive southern Muslims. 


Page 42 

South Korean President Roh's UN ad- 
dress is the culmination of a long 
campaign to woo the communist 
North. 








Page 88 

Thailand expands trade links with 
Laos in a bid to open up the vast 
Indochina market, despite an official 
economic boycott. 


Page 89 

The EC attempts to allay protectionist 
fears but insists it will demand strict 
reciprocity from trade partners after 
1992. 


Page 90 
Malaysia unveils an expansionary 
budget, cutting corporate taxes in 
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order to stimulate private investment | 


and attract foreign funds. 


Page 92 

The New Zealand Government backs 
calis for a takeovers code as it steps 
up efforts to change the stock- 


market's cowboy image. 


Page 94 
Foreign firms strive to break into 
Japan's booming investment-trust 
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market, currently dominated by 13 | 


Japanese firms. 


Page 99 

Peking hopes to overcome grain 
shortages by increasing imports, rais- 
ing procurement prices and putting 
pressure on farmers to grow more. 


Page 104 
The South Korean Government and 
major corporations start to explore 
ways of forging economic links with 
the North. 


Page 106 

Power shortages may endanger the 
Philippines’ robust economic recov- 
ery as generating capacity has failed 
to keep pace with demand. 


Page 112 

The Hongkong Government proposes 
sweeping powers of investigation and 
interrogation for the new Securities 
and Futures Commission. 
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Wahono elected new 
Golkar chairman 
Indonesia's 25-million member 
ruling political group Golkar 
elected Wahono, a former pro- 
vincial governor and retired 
eneral, as its new chairman on 
5 October at the end of the 
five-yearly Golkar congress. 
Wahono, who replaces Vice- 
President Sudharmono in the 
party position, is currently а 
special assistant to President 
Suharto and was regarded as 
acceptable to both the military 
and bureaucratic elite. 





— Michael Vatikiotis | 


Dalai Lama offers 

to talk to China 

The Dalai Lama, Tibet's exiled 

spiritual leader, offered on 25 
ctober to hold official talks 

with China next January in 

Geneva on the future of his 

homeland. He was responding 

to an invitation by Peking in 

September for talks on the con- 


dition that he renounce the ||| 
idea of Tibetan independence. | 


— A Correspondent | 
Solan moves to settle 
Thai-US art dispute 


To resolve a_ longstanding 
Thai-US e: the Art In- 
stitute of Chicago announced 
on 24 October that it would re- 
turn an ancient stone lintel to 
Thailand. The concession fol- 
lowed a campaign by the Thai 
Government and private 
groups since February to re- 
possess the Vishnu lintel, 
which was believed to be ille- 
ally removed from a northeast 

ailand historical site during 
the Vietnam War (REVIEW, 5 
May). The Chicago-based 
Elizabeth F. Cheney Founda- 
tion will offer a work of equal 
artistic merit to the art insti- 
tute. — Paisal Sricharatchanya 


UN Orderly Departure 
Programme revives 

The Orderly Departure Pro- 
gramme (ODP) from Vietnam 
— sponsored by the UN High 
Commissioner for Refugees — 
appears back on track with de- 
partures in September reach- 
тел record monthly level of 
3,233. The ODP got off to a 
slow start after being set up in 
1979 as an alternative to illegal 
departures by boat, then 
peaked in 1984-85 before stall- 
ing. Hanoi authorities felt not 
enough people on their exit 
lists were considered for entry 


an 





to the biggest recipient coun- 
try, the US, while Washington 
considered not enough people 
on their lists were being given 


| exit visas. Following negotia- 


tions, these difficulties appear 
to have been overcome. 


— A Correspondent | 


Singapore detainee 

files damages writ 
Singapore lawyer Teo Soh 
Lung, who has been held with- 
out trial since 19 April under 
the Internal Security Act, filed 
a writ on 10 October in Singa- 
pore’s High Court seeking 
damages for “assault and bat- 
tery, false imprisonment, 
breach of duty and/or negli- 


Teo: seeking damages. 





gence.” Teo claims her deten- 
tion is unconstitutional 
names five government offi- 
cials as defendants. Teo was ar- 
rested in May 1987 as a Marxist 
conspirator, released in Sep- 


tember and then rearrested in | 
— Margaret Scott 
| South Korea’s current account 


April. 
Taiwanese backlash over 


Hyundai frigates order 
The Taiwan navy's plan to pur- 
chase a fleet of frigates worth 
US$3.4 billion from South 
Korea's Hyundai Shipbuilding 
Corp. has touched off an emo- 
tional backlash over the is- 
land’s failure to build its own 
vessels, and a group of 70 uni- 
versity professors has signed a 
petition and threatened to 
demonstrate against the plan. 
— Shim Jae Hoon 


PNG protests at Indonesian 
troop border incursion 

Papua New Guinea (PNG) has 
made a strong protest to In- 
donesia over what it called 
three “unacceptable and delib- 
erate” border incursions by In- 
donesian troops across the bor- 
der from Irian Jaya, culminat- 
ing on 22 October with the cap- 
ture of five villagers, later re- 
leased. — Bailey Ericson 


and | 











| Airways, owned 64.5% 


BUSINESS 


Japan moves against 
South Korean dumping 
The Japan Federation of Knit- 
ting Industry Associations has 
filed a complaint with the 
Ministry of Finance accusing 
South Korean manufacturers 
of dumping knitwear in Japan. 
Tokyo and Seoul had tried to 
head off the dispute by urging 
South Korean 
curb sales voluntarily, but ship- 
ments have soared. If the peti- 
tion is accepted, an investiga- 
tion will start which could lead 
to anti-dumping duties being 
imposed on South Korea. 

— Nigel Holloway 


Hongkong airfreighter 
folds its wings 
Hongkong-based Тгапѕсогр 
by 
Australian giant Ansett Trans- 
port Industries and 35.5% by 
associates of Perth-based busi- 
nessman Anthony Manzi, 
ceased operations on 24 Oc- 
tober because of "substantial" 
and mounting losses. The air- 


line’s single Boeing 707 freigh- | 


ter, which began charter flights 
between Hongkong, Singa- 
pore, Noumea and Sydney in 
May 1987, was making operat- 
ing profits from high load fac- 
tors, but extra cargo space av- 
ailable on additional passenger 
services had killed its pros- 
pects. — Michael Westlake 


South Korea’s surplus 
continues to expand 


surplus is likely to soar to 


| USSI3 billion this year, com- 


pared with US$9.9 billion in 
1987. the Bank of Korea (the 
central bank) said. Private ana- 


lysts say that the surplus could | 
top US$14 billion, double the | 


government's target, despite 
efforts to reduce it. The Korea 
Export and Import Bank will 
boost import loans and raise 
limits on South Koreans’ for- 
eign-currency holdings in an ef- 
fort to pare the surplus. 

— Mark Clifford 


Malaysia bars national 
electronics union 


| The Malaysian Government 


has withdrawn permission for | 


the country’s 85,000 elec- 
tronics workers to form an 
independent national trade 
union. Instead, Labour Minis- 
ter Lee Kim Sai said on 17 Oc- 
tober that electronics workers 
would only be allowed to form 


| in-house unions. His decision 


exporters to | 








has sparked protests from the 
| Malaysian Trades Union Con- 
gress, which was assisting with 
the formation of the new 
union. The Geneva-based In- 
ternational Metalworkers' 
Federation is to ask the Inter- 
national Labour Organisation 
to send a fact-finding mission 
to Malaysia to investigate the 
issue. — Nick Seaward 


China and US discuss 
satellite launchings 
| China and the US are to hold 
another round of talks in Nov- 
ember in Washington over 
China's planned launching of 
a US-made satellite. In late Oc- 
tober, officials from both sides 
met in Peking and reached 
agreement on protection of US 
satellite technology and acci- 
dent liability. However, the 
is reportedly still concer. 
that China's cheap launches 
would undercut its own at- 
| tempts to develop a commercial 

satellite launching industry. 

— Louise do Rosario 


Taipei escapes from 

the trading blues 

A concerted market-support 
operation initiated by the 
Taiwan Government saw 
Taipei share prices rebound 
from 22 October, ending a 19- 
session slide which slashed the 
weighted index from 24 Au- 
gust's high of 8,798.78 points, 
when the government ап- 
nounced reintroduction of a 
capital-gains tax, to 5,615 оп 21 
October. The rally began when 
the government instructed 
state-owned commercial banks 
| to intervene to prop up the 





prices. — Shim Jae Hi 
Samsung begins building 
new chip plant 


South Korea's Samsung Elec- 
tronics has broken ground on a 
Won 350 billion (US$493 mil- 
lion) semiconductor plant to 
produce 4-megabit semicon- 
ductors. Shipments are ex- 
pected to begin in late 1989 or 
early 1990. Samsung deve- 
loped the 4-megabit technol- 
ogy in a government-spon- 
sored research consortium that 
included rivals Hyundai and 
Lucky-Goldstar. but it is the 
first to start building a factory 
for the new generation compu- 
ter memory chips, eight times 
more dense thàn those com- 
| mercially employed now. The 
| company said the new line will 
also be able to make the follow- 
| ing generation of 16-megabit 
chips. — Mark Clifford 
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SOFTLY SOFTLY 
The disappointing results of the latest 
round of talks in Jakarta between 
pun. to the Cambodian conflict has 
een blamed widely on the non- 
appearance of the communist Khmer 
Rouge resistance faction. However, 
some sources said the soft approach 
adopted by Indonesian Foreign 
Ministry officials chairing the talks 
towards obstacles thrown up by the 
Vietnamese delegation and the other 
Khmer factions was partly to blame 
for lack of progress at the 
meeting. 


CURRENCY CHASE 
The Vietnamese Government, in an 
attempt to gain control over more 
hard currency entering the country 
and to slow the country's triple-digit 
?7"'ation, is planning to peg its official 
hange rate at 80% of the black 
market rate. The current street rate is 
around Dong 4,200 for one US dollar, 
but the official rate is only Dong 
368. 


UNSPORTING CONTACTS 

US servicemen in South Korea are in 

a bitter mood over a series of 

incidents during the Seoul Olympics 

which led to a renewed wave of anti- 

American sentiment in the South 

. Korean press. The ill-feeling is 
thought to be an underlying reason 














behind an ugly brawl between soldiers 
and South Korean civilians in the 
Itaewon bar district on 15 October. 
and there are fears among some 
officials that the situation could get 
worse. It is understood there has also 
been friction on the demilitarised 
zone between US servicemen and 

the so-called Katusas, South 

Koreans attached to the US 


| Army. 


BURMESE DIVISION 


Army unit: police duties. 








The Burmese army is setting up a new 
Light Infantry Division (LID), the 
llth. Several police officers with а 
military background have been drawn 
into the new unit, which has led to 
speculation that the new division, 
once formed, will reinforce the other 
LID responsible for central security, 
the 22nd. While the other LIDs — the 
33rd, 44th, 55th, 66th, 77th, 88th and 
99th — are based mainly in frontier 








areas facing ethnic and communist 
insurgents, the 11th will be 
headquartered in Rangoon. 


CAPITALISTS WELCOME 
Capitalising on Vientiane’s current 
open-door policy, a number of Lao 
businessmen who fled the country 
after the communist takeover in 1975 
are quietly preparing to return to take 
up their abandoned businesses. 
Among them is the owner of the 
Apollo, a medium-size hotel in 
Vientiane which for the past few 
years has been renovated and 

run by the city administration, 

The Lao regime never forcibly 
confiscated private businesses and is 
amenable to their former patrons’ 
comback. 


RELIEF REJECTION 

The Khmer Rouge recently asked the 
UN Border Relief Organisation to 
stop sending supplies to the Ta Luan 
refugee camp along the southern 
Thai-Cambodian border. While the 
letter did not explain why the relief 
goods were no longer required, the 
communist resistance group has been 
forcibly evacuating refugees to camps 
inside Cambodia to work as porters. 
Nearly 9,000 have been moved from 
Ta Luan, leaving only a few hundred 

















AFGHANISTAN 

President Najibullah called on leaders of 
the mujahideen to meet for talks on national 
reconciliation in Mecca, officials said (23 


CHINA 

Authorities arrested an alleged spy sent 
from Taiwan and an accomplice recruited in 
China, it was reported (24 Oct 


HONGKONG 

The United Nations High Commissioner 
for Refugees said it did not have enough staff 
to monitor the territory's screening of Viet- 
namese boat people (25 Oct. ). 


INDIA 

Two airliners crashed in separate inci- 
dents in India killing at least 164 people (79 
Oct.). Sikh militants shot dead two police- 
men and eight other people including a com- 
munist leader in attacks in Punjab, it was re- 
ported (23 Oct.). Indian police shot dead a 
top Sikh separatist wanted for several mur- 
ders in Punjab (24 Oct. ). 


INDONESIA 

Thai Prime Minister Chatichai Choonha- 
van arrived on an official visit (19 Oct.). Aus- 
tralian Foreign Minister Gareth Evans ar- 
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rived on an official visit (22 Ocr.). The ruling 
party Golkar named retired military officer 

'ahono as chairman replacing Vice-Presi- 
dent Sudharmono who decided against seek- 
ing re-election (25 Oct. ). 


JAPAN 
Members of the government committee 
responsible for obtaining farmers' land to ex- 
me Narita airport resigned because of 
arassment by radicals opposed to the pro- 
ject (25 Oct. ). 


MALAYSIA 

The ruling National Front coalition was 
declared winner of a crucial by-election for 
the seat of Parit Raja in southern Johor (2/ 
Oct.). 


PAPUA NEW GUINEA 

Indonesian troops raided a border village 
in Papua New Guinea and briefly detained 
five people, it was reported (24 Oct. ). 


PHILIPPINES 

A US federal grand jury indicted former 
president Ferdinand Marcos and his wife Im- 
elda on racketeering charges, alleging they 


lundered their homeland of millions of dof- | 


ars (27 Oct.). Coastguards said nearly 500 
were missing after a ferry sank 460 km south- 


handicapped and elderly in the 








camp. 
east of Manila during Typhoon Ruby (25 
Oct. ). 


SOUTH KOREA 

A Moscow organisation issued an invita- 
tion to opposition leader Kim Dae Jung to 
visit the Soviet Union (22 Oct.). Hundreds of 
chanting demonstrators demanding the ar- 
rest of past and present presidents clashed 
with riot police (23 Oct. ) 


SRI LANKA 

Anti-government protesters backed by 
Sinhalese militants took to the streets and 
clashed with police in the north-central re- 
gion (/9 Oct.). Suspected Marxist rebels 
killed a senior ruling United National Party 
member (2/ Oct.). At least nine Indian 


| soldiers were killed in two attacks by Tamil 





guerillas in the north and east (23 Oct.). 


THAILAND 

The new coalition government survived a 
no-confidence debate on a junior minister 
(20 Oct. ). 


VIETNAM 

A team of seven US experts arrived in 
Hanoi to conduct joint searches for the re- 
mains of US servicemen missing in action, it 
was reported (24 Oct. ). 











US indicts Marcos on eve of election 


Justice, but not blind 


By Nayan Chanda in Washington 


AS nearly five months of delibera- 
tion over whether to indict former 
Philippine president Ferdinand Marcos 
on charges of embezzling Philippine 
Government funds and fraud, the 
Reagan administration finally gave the 
green light to the US Justice Depart- 
ment to proceed against him, his wife 
Imelda and a number of his associates. 

However, the timing of the decision 
— in the wake of a US-Philippine mili- 
tary-bases agreement and amid closed- 
door congressional hearings in Wash- 
ington on alleged Marcos financial con- 
tributions to high-level US officials — 
has expanded the "Marcos problem" 
beyond just bringing the former presi- 
dent to justice. Marcos' long-standing 
friendship with Washington and with 
Reagan and other important Republi- 
can Party figures has raised the possibil- 
ity of making his indictment a political 
issue. 

Shortly before a federal grand jury in 
New York indicted the Marcoses and 
their associates under anti-racketeering 
and other laws, the US Congress served 
Marcos with a subpoena to appear be- 
fore a closed-door hearing of the House 
of Representatives subcommittee on 
Asian and Pacific affairs. 

The REVIEW has learned that Mar- 
cos faces questions about alleged finan- 
cial dealings with senior figures in the 
Reagan administration and in the Re- 
publican Party. A source said that if the 
allegations аге substantiated, they 
could be politically “explosive.” 

While not discounting the possibility 
that the subcommittee hearing could 
have been initiated by a Democratic 
Party-controlled House committee for 
partisan reasons, analysts said issuance 
of the subpoena suggested that a serious 
prima facie case against Marcos and his 
political friends exists. 

The House subcommittee has al- 
ready heard testimony from à number 
of witnesses, including two American 
businessmen, Richard Hirschfeld and 
Robert Chastain, who had earlier given 
the subcommittee a copy of a secretly 
recorded tape of Marcos allegedly dis- 
cussing a planned armed invasion of the 
Philippines. The two said at the hearing 
that they had obtained the tape by pre- 
tending to collaborate with Marcos 
(REVIEW, 23 July). 

The tape also included material indi- 
cating financial links between Marcos 
and senior US political figures, though 
the subcommittee believes the copy 
they have is incomplete. Hirschfeld 











has refused to answer 
subcommittee ques- 
tions or to help mem- 
bers obtain the master 
tape, which is believed 
to be in a Swiss bank 
vault. 

Meanwhile, a flurry 
of press reports have 
suggested that Marcos 


tions had indeed played 
а part in delaying 
the indictment. In early 
October, The Los 
Angeles Times news- 
paper quoted the cable, 
drafted by chief State 
Department legal coun- 
sel Abraham Sofaer, as 
saying that an indict- 








has had financial deal- ment might prompt 
ings with various US Marcos to "seek to 
olitical figures includ- involve and embar- 
ing Robert Mosbacher, rass" US and Philippine 
a close friend and busi- officials by making 
ness Ies of Vice- allegations of іт) 

President George Bush per or illegal tuu- 
who also serves as Е, duct, "however un- 
Bush's presidential |Marcos: political issue. founded," in an at- 
campaign finance tempt to affect ad- 


chairman. A report in the New York 
City-based Village Voice newspaper 
said Mosbacher was paid millions of 
dollars for a questionable business 
partnership with Marcos. 

The reason for delaying the Marcos 
indictment — the first draft of which 
was submitted to the Justice Depart- 
ment in May — has been a matter of 
speculation. While some administration 
officials favoured action to improve the 
atmosphere around the bases negotia- 
tion, others worried that Marcos might 
try to blacken US activities. 

A leaked US State Department 
cable indicated that political considera- 


Paying the 

piper 

Marcos and associates are 
indicted by a US grand jury 


8 a sweeping indictment, a federal 
grand jury in New York has charged 
former Philippine president Ferdinand 
Marcos, his wife Imelda and their va- 
rious associates with theft, embezzle- 
ment, bribery and other crimes which, 
upon conviction, carry sentences of up 
to 20 years in prison, more than USSI 
million in fines and forfeiture of property 
valued at more than US$250 million. 
The charges follow а two-year 
investigation into the accused's busi- 
ness and financial dealings. All are 
charged with violating the US Racke- 
teer Influenced and Corrupt Organ- 








versely relations with the current gov- 
ernment in Manila. 


Fi and US sources strongly de- 
nied suggestions that the indictment 
was issued as part of a "secret deal" in 
the military-bases negotiations, as al- 
leged by some Philippine politicians. 
While the indictment — which could 
lead to the recovery of about US$250 
million in property and other assets by 
the Philippine Government — could 
have been viewed as a carrot of sorts to 
Manila's negotiators, it is unlikely that 
US negotiators would ever have offered 
it as an incentive to accept Washing- 





1970s, was designed to bring organi«^? 
crime figures to justice and to reco 
monies illegally obtained but later in- 
vested in legitimate business. Applica- 
tion of the law to the Marcos case would 
enable the US Government, upon con- 
viction, to recover any ill-gotten cash or 
property. Any of these assets found to 

elong to the Philippine Government 
could then be claimed by Manila. 

The charges include: 

> Theft of US$103 million in Philip- 
pine Government funds which were 
transferred to the US. 
» Fraudulent borrowing of US$165 
million from Citibank and Security 
Pacific National bank. 
> Illegally transferring art works val- 
ued at US$5.9 million that were known 
to have been stolen property. 
» Scheming to obstruct justice and de- 
fraud the Philippine Government in its 
role as civil litigant. 


isations (RICO) Act and other offences. | » Making false statements to federal 
The RICO Act, adopted in the | regulators. 
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ton's bases compensation package. 

Sources said probably the most im- 
portant consideration in deciding to in- 
dict Marcos was fear of possible damage 
to the Republican Party's presidential 
campaign should newspapers get hold 


of even more information linking Mar- | 


cos to political figures. The media's 
growing interest in the issue, these 
sources said, may have led the White 
House to offer Marcos a deal by which 
he could have turned over ill-gotten 
wealth to the Philippines in return for 
dropping most or all of the charges 
against him. Failing that, the adminis- 
tration may then have agreed to indict. 
Marcos is expected to be arraigned 
before a federal court judge in New 
York on 31 October. The trial, expected 
to begin in three months, could take 
years if Marcos fights the charges. 
Meanwhile, it is unknown whether 
Marcos will honour the House subcom- 
mittee's subpoena and testify at its hear- 
ing. If he does not, he faces a charge of 
contempt of congress. "The chances of 
rem d getting him to come to the 
ipitol] Hill are excellent," a congres- 
sional source said, "but whether he will 
talk is another matter." 


Rodney Tasker writes from Manila: 
The Philippine Government is letting 
the US take the lead against Marcos. In 
doing so, it hopes that not only will it be 








able to recover some of the former pre- | 


sident’s ill-gotten assets, and get more 
leads‘for its own inquiries, but also that 
for the foreseeable future Marcos will 
conveniently be prevented from return- 
ing to the Philippines. 
Philippine President 
Aquino has consistently refused Marcos 
permission to return home since his 
ousting in February 1986. His very pre- 
sence would threaten the country's still 
shaky political stability. п 


The most important of the charges 
ates to what the grand jury called 
ule racketeering enterprise," which al- 
legedly began on or about September 1972 
when Marcos proclaimed martial law in 
the Philippines and continued through 
and beyond March 1986 when Marcos 
came to the US in exile after losing power. 
The object of the racketeering enter- 
prise, the indictment states, was to steal 
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Mohamed Yassin Kamari celebrates his win with Johore Chief Minister Muh yiddin 














Yassin. 





MALAYSIA 


One for Mahathir 


The prime minister’s candidate wins a by-election in Johor 


By Suhaini Aznam in Kuala Lumpur 


i a surprise defeat of his rivals in a 
proxy by-election, Prime Minister 
Datuk Seri Mahathir Mohamad proved 
that he still controls the Malay heart- 
land, winning, albeit narrowly, in Parit 
Raja, Johor, on 20 October. Mahathir's 
political secretary, Mohamed Yassin 
Kamari, standing for the ruling Na- 
tional Front, beat the rival group's can- 
didate, Hamdan Yahya, by 413 votes, 
polling 7,262 to Hamdan's 6,849 of the 
total 14,437 votes cast. 

As in the Johor Baru parliamentary 
by-election in August, Mahathir was the 
main issue. His rivals, led by his former 
deputy prime minister Datuk Musa 
Hitam and former trade and industry 
minister Tunku Razaleigh Hamzah, 
won that round by a landslide. 

But the Parit Raja results have, at 
least temporarily, stymied rival efforts 
to force Mahathir's resignation through 
a string of by-elections prompted by the 
orchestrated resignations of parliamen- 
tarians who support Musa and 


| Razaleigh. Bandar Tenggara state as- 


and embezzle Philippine Government | 


funds, demand and receive bribes and 
accumulate the proceeds in numbered 
and trust accounts in the Philippines, 
Switzerland, Hongkong and the US. 

The indictment mentions four New 
York City buildings that were bought 
with US$100 million of embezzled funds 
and US$165 million borrowed fraudu- 
lently from the two US banks. Other 
charges include fraudulent transfer of 
the New York property to a friend in 
order to circumvent a court order block- 
ing transfer of Marcos-held assets. 


— Nayan Chanda | Malays National Organisation (Umno) 
| ) g | 


semblyman Adam Hamid, also of 
Johor, announced the day after the 
Parit Raja election that he was postpon- 
ing his resignation. And later Musa him- 
self called for a moratorium on by-elec- 
tions and a cooling of the political fer- 


| vour to give Mahathir's proposed peace 


talks a chance. 

Mostly rural Parit Raja is a predo- 
minantly Malay constituency, and in the 
continuing struggle for legitimacy be- 
tween the old and new configura- 
tions of Umno (Baru), the dominant 
party in the ruling National Front. 
it is the Malay heartland that counts. 
Razaleigh and Musa lead the old United 


and Mahathir leads Umno (Baru). 

The energetic campaign by both 
sides produced an unusually high voter 
turnout of 73%. Five other indepen- 
dents in the seven-corner fight lost their 
poll deposits for failing to obtain a 
minimum percentage of votes 

At the grassroots level, the contest 
was keen. The tone of the two-week 
campaign was set on nomination day 
when а motorcycle brigade, bearing the 
National Front colours, arrived outside 
a mosque where supporters of Musa and 
Razaleigh had assembled to begin a 
march to the nomination centre. The 
motorcyclists drowned out the speeches 
of their rivals in the mosque compound 
with the noise of their engines, and a 
scuffle was avoided only because sev- 
eral truckloads of anti-riot police were 
positioned nearby. 

During the campaign itself, one 
woman complained to police that she 
was harrassed by youths armed with 
machettes who sought to discourage 
rival campaigners from entering Na- 
tional Front strongholds 

Neither side wanted another by-elec- 
tion so soon after Johor Baru, though 
for different reasons. Musa's allies had 
already scored in Johor state and risked 
damaging their position with a loss this 
time around. Mahathir risked a second 
loss. But the death of then speaker of 
the Johor State Assembly, Datuk Syed 
Zain Idrus al-Sahab, forced both sides 
to the test. 

The Parit Raja defeat is a setback 
for Musa's efforts to make Johor a 
base for the revival of the old Umno. 
It also reflected particularly badly 
on Musa who, after months away from 
the political stage, had only recently 
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rejoined the «hallengers. In addition, 

usa's hand was weakened by the de- 
feat in his uneasy alliance with Raza- 
leigh. 

Several factors accounted for the de- 
feat. First, Parit Raja's Chinese shop- 
keepers — unlike their urban, opposi- 
tion-leaning cousins in Johor Baru — 
depend on rural Malays for their busi- 
ness and so voted for the establishment. 
Malaysian Chinese voters comprise 
nearly 18% of the electorate in Parit 
Raja. 

Second, the newly re-elected Johor 
Baru MP, Datuk Shahrir Samad, had 
initially refused to be sworn in by the 
speaker of the lower house, Tan Sri 
Mohamed Zahir Ismail, on the grounds 
that Zahir had been a member of the tri- 
bunal that had sacked former lord presi- 
dent Tun Mohamed Salleh Abas. 
Shahrir opposed the sacking and had 


FOREIGN RELATIONS 





successfully used it as one of his main 
campaign issues. 

Although Shahrir later agreed to 
comply with the procedural require- 
ment, having made his point, Maha- 
thir’s supporters used his initial refusal 
as a weapon in the Parit Raja by-elec- 
tion, arguing that voters who had sup- 
ported the Musa-Razaleigh candidate in 
Johor Baru had wasted their votes as 
Shahrir could not function as an MP 
until he was sworn in. 


he third and perhaps most important 

factor in the defeat of Mahathir's 
rivals in Parit Raja — though allies of 
Musa and Razaleigh play down its im- 
portance — was the rival Umno fac- 
tion's rebuff of Mahathir's invitation to 
meet together to settle their differences. 
Mahathir's peace offer came just five 
days before the by-election, giving the 


Touchy talking points 


Australian minister's visit to Indonesia has mixed results 


By Michael Vatikiotis in Jakarta 


Ге 22-25 October visit by newly ap- 
pointed Australian Foreign Minister 
Gareth Evans, has lent credence to 
the view that every time a senior offi- 
cial visits Indonesia, the delicately 
balanced Perg i between these 
two neighbours is rocked as well as nur- 
tured. 

Coming as the visit did, shortly after 
Canberra reacted in strong terms to the 
mysterious shooting of an Australian 

achtsman and his pregnant fiancée in 
ndonesian waters, a string of recent in- 
cursions by Indonesian fishermen into 
Australian waters and the closing by 
Indonesia of the Sunda and Lombok 
straits (REVIEW, 20 Oct.), the stage was 
set for some hard talking. 

By having President Suharto an- 
nounce an inquiry into the shooting, 
which took place three months ago, In- 
donesia took steps to defuse the issue. 
Jakarta also bent over backwards to ac- 
commodate the Australian press. Both 
the Australian press and the Foreign 
Ministry regarded the granting of visas 
for a party of journalists to cover the 
visit as a sign that the offence caused by 
the April 1986 Sydney Morning Herald 
newspaper article on the business in- 
terests of Suharto's family, had been 
atoned for. 

However, Australia was keen to 
ps another issue. The brief closing by 

akarta of the strategic Lombok and 
Sunda straits at the end of September 
for what were called “live-firing exer- 
cises" prompted the US, West Germany 
and Australia to lodge diplomatic notes 
with Jakarta. The feeling shared by all 
these countries was that Indonesia was 








prime minister's opponents little time to 
counter the move effectively. Among 
village Malays, Razaleigh's adamant re- 
fusal to entertain the conciliatory ges- 
ture and Musa's reticence on the subject 
were unacceptable. 

Razaleigh has instead suggested that 
à full Malay congress be held, arguing 
that problems of Malay unity went 
beyond intra-party squabbling. Musa, 
who had earlier urged Mahathir to talk 
with his rivals, is more receptive to 
Mahathir’s proposal, provided that the 
prime minister's supporters do not take 
a hard line. 

Whether a reconciliation of the 
Umno factions will materialise is open 
to question but one thing is certain: 
Malay unity is not being served by 
intraparty struggles played out on stages 
in places like Johor Baru and Parit 
Raja. п 


commission similar to that which In- 
donesia already shares with Papua New 
Guinea — possibly involving joint n: 
patrols. 

Against a background of what Alatas 
described as “irritations between the 
two countries,” both ministers did their 
best to project an impression that there 
were many areas of sub- 





contravening the Inter- 
national Law of the Sea 
by announcing the clo- 
sure of the straits, even 
if no ships were stop- 
ped. 

The issue developed 
further after remarks 
made by the Indonesian 
Defence Minister Benny 
Murdani during Evans’ 
visit. Murdani referred 
to the closing of the 
straits as “our sovereign 
right,” even though In- 
donesia recognised the 


right of free passage. | Evans: nurturing. 





stantial progress. One 
of these was the signing 
of a joint communique 
confirming the creation 
of a zone of cooperation 
in the formerly disputed 
Timor Gap area of the 
Timor Sea. 

Evans was at pains to 
stress that what mat- 
tered much more than 
“taking the temperature 
of the relationship” was 
“getting on with the 
task of building it.” But 
this was not the impres- 
sion given by two promi- 








Australian Prime Minis- 
ter Bob Hawke, reacting to this in 
equally blunt fashion, said Murdani's 
remarks "did not seem to accord with 
the understanding of the International 
Law of the Sea convention to which In- 
donesia is a party." 

It was left to Indonesian Foreign 
Minister Ali Alatas to explain Mur- 
dani's remarks as "shorthand" for the 
fact that the Sunda and Lombok straits 
are under a different regime from 
clearly recognised international straits. 
Alatas described the straits as "part of 
our archipelagic waters, albeit not quite 
full national waters." 

Acknowledging the existence of a 
legal grey area, Evans nonetheless said 
that Australia "does not accept that In- 
donesian sovereignty extends to any 
right to close any straits." The baffling 
part of all this was that, while the two 
sides clearly disagreed on this issue, 
they were considering a joint border 





nent Indonesian spe: 
ers at an Indonesian-Australian bus:- 
ness conference attended by Evans in 
Bali. Both Coordinating Economic 
Minister Radius Prawiro and Murdani 
left their audience in no doubt that de- 
spite improving economic bilateral ties, 
the relationship remains a problematic 
one. 

“We are different,” Prawiro said. 
“Our experience has shown — all too 
often — that we can become irritated 
with each other.” Evans’ attempts to 
move away from “a preoccupation with 
atmospherics which has ensured that 
[the relationship] remained excessively 

oliticised" were further dashed by 

urdani's address. While signalling 
that he would like to see a renewal of de- 
fence cooperation in “appropriate” 
areas, Murdani said: "We should avoid 
creating the impression of imposing 
each other's values and interfering in 
each other's internal affairs." п 
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BURMA 





Passing in the dark 


Singapore is accused of supplying military regime with arms 


By Bertil Lintner in Bangkok 


үү ith Burma's foreign-exchange re- 
serves down to an all-time low of 
no more than US$10 million and in- 
creased rebel activity in the frontier 
areas, the supply of imported ammuni- 
tion, mainly rockets and mortars, has 
become a critical problem for the mili- 
tary regime. But now it is alleged that 
Singapore has stepped in with arms 
supplies. 

The Burmese defence forces are 
partly dependent on imported raw ma- 
terials for the local production of bullets 
and light mortars, as well as the supply 
of certain heavy arms ammunition 
which cannot be made locally. 

Washington suspended all its aid on 

September, in the aftermath of Gen. 

v Maung's takeover five days earlier 
and. the subsequent massacre of un- 
armed demonstrators in the streets of 
Rangoon. At the same time, Washing- 
ton was reported to have stopped a 
scheduled delivery of ammunition for 
` the Burmese army's US-made carbines 
and M-79 grenade launchers. 

The first revelation of Singapore's 


involvement was made on 14 September - 


фу the Swedish daily newspaper 
|. Svenska Dagbladet. The newspaper, 
‘| quoting Burmese military sources, re- 
||. ported that Singapore Government- 
"controlled Chartered Industries had 


||. violated an agreement with the Swedish 


arms manufacturer Forenade Fab- 
riksverken (FFV) by re-exporting to 
Burma 84-mm Carl Gustaf rockets. 





CAMBODIA 


In 1982, FFV secured permission 
from the Swedish Government to ex- 
port Carl Gustaf rocket launchers to 
Burma. The deal was exposed in the 
Scandinavian press at the time and after 
receiving about 500 launchers and some 
rockets, all export of Swedish munitions 
to Burma ceased (REVIEW, 8 Sept. °83). 
Sweden’s strict export laws stipulate, 
among other things, that it cannot sell 
war material to countries where there is 
a civil war, or whose government 
violates the UN charter on human 
rights. 

But in 1983, FFV made a secret 
agreement with Chartered Industries 
according to which Carl Gustaf rockets 
could be produced under licence in Sin- 
gapore. The secret deal was approved 
by the Swedish Government, on condi- 
tion that the rockets would not be re-ex- 
ported to other countries without prior 
approval from Stockholm. 


4Mowever, Svenska Dagbladet claims 
WM Wthat several shipments of 84-mm 
rockets have since been sent from Sin- 
gapore to Burma without any such ap- 
proval. Soren Gindal from FFV said 
that Chartered Industries had not re- 
ported any re-export deals. The Swedish 
attorney-general is now investigating 
the allegations and, if found guilty, 
Chartered Industries will most probably 
lose its licence for local manufacture. 
However, another shipment of Sin- 
i gapore-made munitions to Burma was 





 hmer Rouge green light 


All four resistance factions now favour peace-keeping force 


By Robert Delfs in Peking 


AC by the Khmer Rouge of 
an international peace-keeping 
force as part of a Cambodian settle- 
ment bridges an important gap with 
their non-communist coalition partners, 
and also brings the Khmer Rouge into 
line with their most important backer, 
China. 

At the same time, China hopes that 
the issue can be used to isolate Vietnam 
and the Phnom Penh government it 
backs. Vietnam has agreed to “supervi- 
sion and control of [an agreement] by 
international organisations" but does 
not accept an armed international 
peace-keeping force. 

Since a 1 July statement, Peking has 

:called for a peace-keeping force to 





supervise a Vietnamese withdrawal and 
subsequent elections. It has since stated 
the Khmer Rouge should not be al- 
lowed to resume "exclusive power." 

China nevertheless seems commit- 
ted to the survival of the Khmer Rouge 
as a political and military force in a post- 
settlement Cambodia. The idea of an in- 
ternational peace-keeping force is in- 
tended to make it easier for Asean and 
the international community to accept 
the future role of Khmer Rouge, as well 
as providing further guarantees of Viet- 
namese compliance with an agreement. 
Now the Khmer Rouge, through a state- 
ment by Khieu Samphan broadcast on 
22 October, have accepted the concept 
as well. 














reported by Rangoon-based sources... 
who said that on 6 October — wel alter: | 
the military takeover and the sub- 
sequent massacre — heavy boxes, fê 
portedly marked “Allied Ordnance, 

Singapore" were unloaded in Ran- 
goon's port. Allied Ordnance is a joint 
venture between Sweden's Nobel Ín- 
dustries and Shengli Holdings, an ime 
vestment arm of the Singapore Govern- ^ 
ment. That night, there was a curious 
black-out along Prome Road in Ran- | 
goon — leading from the port towards | 
the Mingaladon military area north of ^ 
the city — while heavilv laden army 
trucks rumbled past. | 

“The supply was substantial,” onê. | 
source said. “We believe the boxes core 
tained heavy arms ammunition; rockets 
and mortars and possibly other muni- 
tions as well.” 

Bangkok-based Singapore dipe 
lomats would not confirm or deny the - 
alleged shipments and referred to their. 
country's open policy for the export of 
war material. "We are like France ог. 
China," said one diplomat. Other dip- 
lomatic sources said they were aware of 
shipments of arms and ammunition 
from Singapore to Burma, though the. 
exact details are not known. СИМ 
Burma's lack of foreign exchange, sev 
eral sources have suggested a barter 
deal or use of former leader Ne Win's 
private funds. 

Burma's total imports from Singa 
pore amounted to 8999.1 milli 
(US$49.5 million) in 1987 and $$79 mi 
lion from January-June 1988. Singapore: 
statistics for exports to Burma show а 
breakdown of $$38.5 million for. 
machinery and transport in 1987, and, 
in January-June 1988, S820 million. Mi- 
litary supplies are not mentioned spect- 
fically, but sources said they form a sube 
stantial part of the "machinery." 


The statement's timing, however, re«- 
flects concern over the Asean countries’ 
new draft of the annual UN resolution 1 
on Cambodia, which introduces indirect с. 
criticism of Khmer Rouge atrocities 
while in power during 1975-78. D 

The Khmer Rouge's failure to attend: 
an officials’ meeting in Jakarta in mide- 
October, to follow up the July ministe- 
rial meeting of interested parties to the 
Cambodia conflict, was a calculated 
snub, a Peking-based diplomat sad: 
"Peking is saying that Asean, and раге. 
ticularly Indonesia, are focusing too 
much on the Khmer Rouge role and not 
enough on the withdrawal of Vietnam- 
ese forces." ; 

This meeting saw little progress, wit) 
recriminations on several fronts, bot 
between Vietnam and Asean, and pri 
vately between certain Asean countries 
A second meeting, at senior offic 
level, will be held in December anda 
second ministerial meeting has been te.” 
commended for the third week of Janu 
ary. п 
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JAPAN * 


Takeshita's taxing delay 


Widening of a share-profiteering case shakes government 


By Charles Smith in Tokyo 


he chances of Japanese Prime Minis- 

ter Noboru Takeshita pushing 
through his long cherished tax reforms 
during the current extraordinary session 
of parliament, ending on 24 November, 
may have been fatally weakened by new 
developments in a share profiteering 
scandal involving the real estate de- 
veloper, Recruit Cosmos Co. 

Passage of the tax bill now looks like 
being delayed until the next regular ses- 
sion of parliament, timed for mid-De- 
cember, and perhaps until after debates 
on the 1989 budget have been con- 
cluded in late February or early March. 
This could mean serious revisions, since 





the bill as it now stands calls for major | 


changes to take effect from the fiscal 
year (starting next April). 

Another worrying prospect — at 
least to Liberal Democratic Party 
(LDP) managers — is that the ruling 
party may be forced to put its tax legisla- 
tion through parliament without the 
participation oben of the four main op- 
position parties. Unilateral votes by the 
ruling party on parliamentary bills are 
constitutional, but a forced vote on the 
highly controversial tax bill could dam- 
age the LDP's public-support rating. 
Failure to get the opposition at least to 
debate and vote on the bill would also 
be seen as a serious blow to the prestige 
of the Takeshita cabinet. 

The LDP tax package, which in- 
cludes an unpopular plan for a 3% gen- 
eral consumption tax, appeared well on 
the way to approval in late September 
when the Democratic Socialist Party ag- 
reed to vote on a proposed extension to 
24 November of the current extraordi- 
пагу session (whose main purpose is to 
debate the tax bill). Things took a turn 
for worse, however, in early October 
when the long-running Recruit Cosmos 
affair was given a new twist by "revela- 
tions" that appeared to implicate Fi- 
nance Minister Kiichi Miyazawa. 

Miyazawa's name appeared on a list, 
obtained by the Japan Communist Party 
(JCP), of prominent people who had 
purchased unlisted shares of Recruit 
Cosmos, a real estate subsidiary of the 
Recruit employment information 
group, and resold them at several times 
the purchase price after the company 
was listed on the Tokyo over-the- 
counter market in late 1986. 

Purchase of unlisted shares by third 
parties is not illegal in Japan, but is re- 
garded as unethical when the buyer is a 

litician who might be able to do 
avours for the company selling the 
shares. In Miyazawa's case it looked 
particularly embarrassing given his re- 





| change might have to be aborted as re- 


sponsibility as finance minister for both | 
tax policy and the regulation of the | 
stockmarket. Share deals of the kind in- 
volved in the Recruit affair are not taxa- 
ble, and would apparently escape tax 
even under the tighter capital gains tax 
provisions of the LDP reform package. 

Miyazawa's response to the JCP “re- 
velation" was, at first to deny it out- 
right, but later to admit that his name 
had been used in a purchase of shares by 
a friend of a former secretary, Tsuneo 
Hattori (who had himself brought Re- 
cruit shares and resold them at a hand- 
some profit). The story of a “proxy” 
purchase was accepted by 





The LDP’s other major worry con- 
cerns demands from the opposition for 
the right to question known “names” in 
the affair, including Hattori and 
Yasubumi Kawai, the Tokyo business- 
man who bought Recruit Cosmos shares 
using Miyazawa's name. 

The LDP at first refused to allow 
Hattori and Kawai to be summoned on 
the grounds that parliamentary ques- 
tioning of the two men could interfere 
with the public prosecutors' inquiry. On 
22 October, the party agreed to a pro- 
posal that they should be summoned as 
unsworn witnesses but within a few days 
LDP leaders had apparently decided 
that parliamentary questioning of Hat- 
tori would be too risky on any basis. 

The ruling party's hesitation suggests 
that top leaders, including Takeshita 
himself, are still at a loss for a way to de- 
link the affair from the debate over tax 
reform. But party insiders still appear to 
believe that the storm will blow over 





the opposition if only because 
no one seemed able to dis- 
prove it. But Miyazawa's in- 
volvement still led to calls for 
his resignation by the JCP 
and other opposition parties. 

A second, potentially 
more serious development 
was the arrest, on 20 Oc- 
tober of Hiroshi Matsubara, 
a senior Recruit Cosmos 
executive, on charges of 
attempting to bribe an oppo- 
sition member of parlia- 
ment. Matsubara was said to 
have offered ¥5 million 
(US$39,636) to Yanosuke 
Narazaki, a member of the 
small United Social Demo- 
cratic Party, who had 
launched an independent in- 
vestigation into Recruit 
share transactions. 








a 
Miyazawa and Takeshita: embarrassing revelations. 
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Matsubara admitted the 
offer of money but claimed it was an in- 
tended as a “political contribution” not 
as an inducement to Narazaki to sus- 
pend his inquiry. He also claimed — im- 
plausibly according to the Tokyo public 
prosecutors’ office — that he used his 
own money and acted on his own author- 
ity, not that of Recruit's top management. 


Ton prosecutors apparently believe 
the Narazaki incident arose as a re- 
sult of Recruit group fears that the com- 
pany's bid to obtain a listing on the sec- 
ond section of the Tokyo Stock Ex- 





sult of revelations about behind-the- | 
scenes dealings in unlisted shares. One | 
of the worst fears of LDP leaders is that 
prosecutors may obtain of a full list of 
the 76 "prominent people" who are be- 
lieved to have bought Recruit Cosmos 
shares at the invitation of the founder, 
Hiromasa Ezoe, before the listing in 
1986. This could convert a serious em- 
barrassment into a disaster. 
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without wrecking the tax reform p'e” 
completely. 

One reason why tax reform may sur- 
vive is that the LDP seems united, in 
sharp contrast to the situation, early in 
1987, when an attempt by former prime 
minister Yasuhiro Nakasone to force 
approval of a controversial sales tax 
proposal led to a rebellion by younger 
party members from urban electorates 
(where the tax would have been felt 
most painfully). 

Takeshita's success in getting the 
LDP to close ranks behind him is said to 
be the result of painstaking lobbying of 
potential opponents, something that 
Nakasone neglected to his cost in the 
early months of 1987. Another factor 
may be the sheer strength of the 
Takeshita faction within the parliamen- 
tary party. The 115-member Takeshita 
faction is too large to be left out of any 
future leadership coalition, even one 
following the fall of the present cab- 
inet. п 


3 NOVEMBER 1988 ө FAR EASTERN ECONOMIC REVIEW 
























ond 


Perseverance 


makes for an unusual bank. 





Having a compliant bank can have short-term advan- 
tages. But our customers know that our objective 
advice and professional response are the surer way 


to long-term success. 


UBS - committed to excellence. 






UBS in Asia, India and Australia: Branch Offices in Hong Kong, Singapore 
and Tokyo; Representative Offices in Bombay and Osaka; UBS (Capital 
Markets Group), Tokyo Representative Office; UBS (Trust and Banking) Ltd., 
Tokyo; UBS Phillips & Drew Internationa! Ltd., Tokyo Branch; 

UBS Australia Ltd., Sydney. Head Office: Union Bank of Switzerland, 
Bahnhofstrasse 45, CH-8021 Zurich. 
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ATR 42-ATR 72 


The cooperation between the AEROSPATIALE 
of France and the AERITALIA of Italy has 
resulted in new aircraft ATR 42 and ATR 72, 
first editions of the ATR family. These are turbo- 
prop jets of a new generation, and are res- 
pectively equipped with PW 120 and PW 124 
engines. They benefit from state-of-the-art 
соаг recently developed, in particular in 
the use of composite materials. The ATR 72 
is the first aircraft in the world to be equipped 
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HORT FLIGHT 


with an outer wing entirely made of carbon. 
The ATR 42 and ATR 72 were designed for 
short distance flights and to answer to fluctu- 
ations in airline passenger traffic. Their seating 
capacity can be extended from 46 to 70 seats. 
Around them has materialized the ATR system. 
Today, to build an aircraft is not enough: above 
all, what we are building into it, is its profita- 
bility. The supporting logistics endow the air- 
craft with presence, power, and adaptability. 
Our aircraft are the result and the expression of 
a system: the ATR system. 

OUR GEOGRAPHÍC PRESENCE: Over 35 air 
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lines are already our clients in the five 
continents. 

OUR TECHNICAL PRESENCE: All around the 
world, a maintenance network ensures a 
round-the-clock availability of the ATR aircraft. 
Toulouse, Washington D.C, and Singapore are 
the principal centers of this network. 

OUR TECHNOLOGICAL PRESENCE: ATR air- 
planes are of a new generation. 

OUR FINANCIAL PRESENCE: ATR can act as a 
financial advisor. 

OUR BUSINESS PRESENCE: 4 marketing 
centers throughout the world, feature a verit- 
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able line of products servicing the specific needs 
of each airline. 

More than just a family of aircraft, ATR offers a 
coherent and innovative approach to help air 
lines operate our aircraft ауе 
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Youre looking at 
the very latest in 
telecommunications. 


Less than eleven months to go before the start of the 
Chinese National Games in Guangzhou, Southern 
China. Before then, a cellular mobile telephone 
system had to be operating in the area. 

The Telecomms authorities in the Guangdong Pro- 
vince had to find the supplier who, in that short time, 
could offer the most advanced solution. A flexible 
system with built-in capacity and expansion possibili- 
ties. . 

The contract went to Ericsson, the most experi- 
enced supplier of cellular mobile telephone systems. 
More than 1,200,000 subscribers in 29 countries on 
5 continents make telephone calls over our systems. 
The system uses the AXE exchange already adapted 
to China's public telephone network. 





The installation was made in close co-operation 
with the customer and we took full responsibility for 
training both on site and in Sweden. 

When the Pearl River area is fully covered, mobile 
telephone subscribers in the Guangdong Province will 
be able to communicate with the whole world, whet- 
her they are in boats, cars, trains or simply walking 
down the street. The system will also allow people 
from other parts of China, Hong Kong and Macao to 
use their own mobile telephones when visiting the 
area. 

Ericsson mobile telephone systems. The fastest 
way to profit from the latest in telecommunications. 


ERICSSON Z 


Ericsson Radio Systems AB 
S-164 80 Stockholm, Sweden. Telephone: +46-8 757 0000. 
















national public security conference in. 
July, that “the problems affecting publi 
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| order may deteriorate to become: 
| tors of political instability.” : 
Officials invariably say rowdy and. 


| Crackdown on crime 
criminal elements are behind the major. 


H 
| 
| 
| 
The police adopt stiffer measures to fight lawlessness | political disturbances. Jobless youth. 
| 
| 








| were accused of urging students to pro- 
| test in Shanghai in December 1986, and 
| similar trouble-makers were again 
| blamed for the unrest in Lhasa. This 
may be true, but these rowdy elements: 
only provide the sparks to incite a disc. 
contented mass, which is likely to grow- 
with the economic turmoil, ee 

This sense of vulnerability. ism 
more acute, officials say. with the coun 
try opening up. internally and exter 
nally. Politically instigated шие 
"anti-revolutionaries at home, and 
filtration and sabotage by hostile: 
ganisations from abroad,” is on the tis 
Wang said. at 

Other changes may add to the potete 
tial for greater instability. This includ 
the rapid urbanisation of China ai 
particular, a growth in the 


By Tai Ming Cheung in Hongkong 
Many of the incidents have also been 
directed against the police. A police sta- 
tion was razed to the ground by Tibetan 
protesters in October last year. In May, 
another station was ransacked in Jiagi 
township in Guangdong province when 
angry townsfolk protested against the 
police slaying of a thief during an arrest. 
Such cases are not unusual. Police 
have often been assaulted in pursuing 
their duties. "Some people regard the 
beating of public security and judicial 
cadres, and other law enforcement per- 
sonnel as an act of legitimate defence,” 
being introduced to cope with whatsec- | said Minister of Public Security Wang 
urity planners describe as a rise in "sud- | Fang in September, 
den incidents," namely riots and aircraft | То deal effectively with these situa- 
acks. The police have also as- 


® hina's police chiefs are warning of 
turbulent times ahead. Crime is 





spiralling upwards, almost out of con- | 
trol in some parts of the country. Public | 
confidence in central authority has | 
rarely been lower, dented by unpre- | 
cedented inflation and pervasive cor- | 
ruption in the bureaucracy (REVIEW, 27 | 
| 
| 
| 
| 
| 
| 
H 





















Oct.). 

To curb this deteriorating situation, 
the public security apparatus is being 
modernised and beefed up. New 
methods of organisation, such as mobile 
units and anti-terrorist squads, are 
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plank in deterring disorder is an 
uncompromising policy of met- 
ing out heavy penalties, including 
the liberal use of death sentences 
even for economic crimes. Politi- 
cal offenders are also dealt with 
"severely, with. 10-15 year sen- 
tences not uncommon. 
.However, this has hardly de- 
terred law-breakers. Crime, in 
particular serious acts such as 


dangerous. unrest Bons. 
reforms intensifies, it is likely: 
to be concentrated in the mait. 
cities. | 

Although protests have so f 
been confined to students, toy 
dwellers are an increasing) 
strated lot. They have been 
the hardest bv inflation, w 
їп some cities has climb 
close to 50% . Living conditi 


--med a higher public profile, | | ient. population. — As 
setting up a presence in potential | = | Leninists, Chinese ers 
troublespots. | Do | know that disquiet among the - 
The governments central | Yoo шык. we ; urban proletariat is extreme 
| | H 
| 
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bombings and murders, has risen are also deteriorating 
dramatically. Serious crime Ca intense population — press: 
showed a 34.8% increase in the 


first six months of 1988 over 
the same period last year: some 
72,000 cases were officially 
admitted, though the actual 
figure is believed to be twice 
iat high. 


More worrying are mass distur- | tions, the public security forces have, 
| since late last vear, organised mobile re- 
ponse. units. Reports suggest that the 
new forms of riot control are modelled 
on Polish and other East European sec- 
urity establishments, which have had 
much experience in dealing with social 
unrest. Chinese security officials have 
also been trained in recent years in the 


bances and politically motivated unrest. 
Wen Wei Po a leftwing Hongkong daily, 
reported that in the first six months of | 
this year 77 institutes of higher educa- 
tion in 25 cities were involved in direct 
or indirect political protests, such as 
putting up big-character posters, dis- 
tributing leaflets, demonstrations and 
petitions. In response, public security 
“bureaux have been set up on many uni- 
|; versity campuses to "ensure the smooth 

“progress of education," Chinese radio 


reported in September. 


-The most serious large-scale distur- 
bances have been the ethnic unrest in 
Tibet. Minority discontent has also 
been reported from the Xinjiang Au- 
tonomous Region. Other types of popu- 
lar disturbances are riots at sports 
gatherings, peasant-police confronta- 
tions, mass looting and attacks on gov- 


ernment officials and property. 
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US and other Western countries. 


Chinese leaders do not necessarily 
fear that the growing lawlessness is 
caused by a rise in general crime, seeing 
it as an inevitable spin-off of current | 
economic reforms. What they are more 
concerned about is, as Wang said at a | 
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| graced economic reform fo ici 


straining the transport sy 
housing and almost all publi 
utilities. The transient popu- 
lation has swollen, according 1 
official estimates, to more than. 
50 million in the country and acc 
counts for more than 10% of Pex 
king, Shanghai and Cantons urban. 
population, The real figure could t 
much higher, Transients are blame 
for the skyrocketing crime rates in the 
cities and represent a major source c 
discontent, vu 
Certainly, if the crime rate ke 
surging unabated, a police crackdos 
would be inevitable. Such emphasi 
crime-busting will mean that offic 
and organs responsible for security will 
become increasinglv important. The 
person most likely to gain fram thi 
Qiao Shi, politburo standing commit 
member and head of the Central Dise 
line Inspection Commission 
party Political-Legal Leading Û 
Of the top leaders, Qiao is asst 
least with the now tempc 



































not identified as an economic 
maker. His main briefs are part 
line, intelligence and law and order 
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pu authority to govern comes from 
monopolising the instruments of coer- 
cion, China's communist rulers have 
more than adequately ensured their 
hold on power by building up a formida- 
ble internal security apparatus. 

In contrast to the retreat of central 
involvement in other spheres and the 
drastic pruning of governmental 
machinery, the internal security estab- 
lishment has grown in importance and 
size in recent years. New security and 
surveillance agencies have sprung up to 
reinforce an already overweaning pre- 
sence of the state and party in people’s 
lives. 

The system today is, however, sig- 
nificantly different from the draconian 
machine which existed in the decade of 
the Cultural Revolution, when it was 
used as an instrument of terror by politi- 
cal factions — most notably by Kang 
Sheng who was in charge of party es- 
pionage work — to round up people, al- 
most indiscriminately. Millions of 
people were imprisoned and beaten up 
at the hands of the security organs or 
simply “disappeared.” 

Addressing the Central Party School 
in November 1978, Hu Yaobang, later 
party general secretary, described the 


Qiao Shi amasses a lot of power 


Re" leadership intrigues, centring 
on the tumbling fortunes of Chi- 
nese Communist Party General Secret- 
ary Zhao Ziyang, have brought Qiao 
Shi, China’s law-and-order czar, in- 
to the limelight. This has inevitably 
raised speculation that he could be 
a future contender for the top party 
slot. 

As a member of the politburo stand- 


ing committee and controller of some of | 


the most powerful party organs — the 
Commission for Discipline Inspection 
(CDI) and the Political Legal Leading 
Group — Qiao’s authority is certainly 
immense. His current position gives him 
a solid base he could exploit for political 
gain. He undoubtedly has access to files 


relating to the activities of all party 


cadres. 

But analysts who have watched Oiao 
closely say he has not been known to use 
secret official information for personal 
advantage. Discretion is probably one 
of his main strengths, said one source 
who has followed Qiao’s career. Con- 
sidering the tainted track record of 
some of his predecessors, such as Kang 
Sheng. it is remarkable that Oiao has 
managed to control the security ap- 
paratus so firmly. 


Big Brother is watching 


China's internal security has become a growth industry 





| of the new organ is unchanged, with 


“Security chief's rising star 












security organs in that period as “a Ges- 
tapo, independent of the [party] central 
committee." Intended as a shield to pro- 
tect the state, under Kang, "the knile of 
the organisation fell on our own heads 
rather than the enemy's," Hu said. 

The present system, though still rid- 
dled with major deficiences, is more ac- 
countable. There has been some effort 
made to define the powers of the sec- 
urity forces, primarily through legisla- 
tion contained in China's criminal law, 
though in practice these provisions 
amount to very little. 

The communist party is also firmly in 
control of the law and order function, 
though the agencies are principally state 
institutions. The party organ responsi- 
ble for overseeing law enforcement is the 
Political-Legal Leading Group (PLLG). 
The PLLG supervises not just the public 
security organs, but also the procuracy 
and the judiciary. To emphasise the 
comprehensive approach to control and 
supervision, the Ministry for Civil Ad- 
ministration and the economic control | 
agencies also report to the PLLG. 

The PLLG was only set up late last 
year, replacing the Political-Legal Com- 
mission (PLC). While the composition 








Another of Oiao's attributes is his 
non-identification with political fac- 
tions. He has not been labelled as a re- 
former or conservative on economic 
policy, for instance. Qiao's work has in- 
volved him with personalities and estab- 
lishments spanning the various political 
shadings. As a departmental head in the 
party secretariat in 1982-86, he was as- 
sociated with the 





Qiao Shi at its head, the PLLG now is 
believed to be mainly responsible for 
coordination, without directly interfer- 
ing in the everyday running of the 
agency. Earlier the PLC had functioned 
as a “power organ,” with hands-on 
leadership of the legal and security or- 
ganisations. Even so, analysts believe 
the changes are rather cosmetic, and the 
party will continue to maintain strong 
supervision of law and order. 

The modernisation and opening up 
of Chinese society in the past decade has 
necessitated the augmentation and re- 
form of the security apparatus. Many of 
the functions of security organs today 
are different from even a few years ago, 
though the basic objective, to preserve 
the party’s control and secure national 


security, remains unchanged. 
A new and major role for the security 
apparatus is keeping tabs on pro- 
liferating foreign contacts and foreign- 
ers residing in China. A new Ministry 
for State Security (MSS) was set up in 
June 1983 specifically for this task. ; 
part of its duties, the MSS is chargeu 
with counter-espionage and intelli- 
gence-gathering internally and abroad. 
The restructuring of other state in- 
stitutions has also benefited the security 
apparatus. This has primarily stemmed 
from the removal of the People's Liber- 
ation Army (PLA) from internal sec- 
urity duties in the early 1980s. This saw 





with high-flyers like Zhao, who spent 
most of his career in the provinces and 
depends on Deng Xiaoping's patronage 
for his power. 

Although little is known of the per- 
sonal relationships among the Chinese 
leaders, Oiao stands out as something of 
an enigma even in that milieu. He rarely 
appears in the spotlight, and his opin- 
ions, besides expounding the need for 
strong law and order, are not well 
known. Inevitably, this has fuelled 
speculation on his ambitions for t 
office and his ability and ruthlessness 
, to achieve it. While 





former party leader 
Hu Yaobang. His or- 
ganisational and law- 
and-order work has | 
also linked him with 
conservative — elders 
such as Peng Zhen, 
Chen Yun, Chen Pi- 
xian and Wang He- 
shou. Qiao replaced 
Chen Yun as head of 
the CDI last year. 
Qiao's background 
as a bureaucrat, most- 
ly at the national level, 
has provided him with 
a secure foundation to 
climb the hierarchial 
ladder, the traditional 
Chinese way of prom- 
otion. This contrasts 





Qiao: into the limelight. 


some analysts main- 
tain that Qiao is 
very ambitious, 
others rate him as a 
bureaucrat and not а 
leader. 
One of  Qiao's 
major weaknesses is 
his lack of back- 
ground in economic 
policymaking, the 
pre-eminent concern 
of the Chinese nation 
today. Also, his role 
in internal security 





might work against 
him in the succession 
stakes, as has hap- 
pened in other com- 
munist states. 
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— Tai Ming Cheung 
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a mammoth transfer of re- 
sources and personnel — some 
500,000 people — from the 
PLA to form a new paramilitary 
body, the People's Armed Po- 
lice (PAP), in April 1983. 

The PAP is charged with 
quelling serious disturbances, 
guarding important party and 
state institutions and handling 
anti-terrorist activities. It is also 
involved in rail construction 
and providing disaster relief. 
PAP detachments report di- 
rectly to the public security de- 
partments of local govern- 
ments. While nationally the 
PAP comes under the Ministry 
of Public Security (MPS), analysts say 
the MPS has not been able to assert its 
authority over the PAP. 

The PAP is run as a military institu- 
tion, observing the same rules and regu- 
lations as the PLA. In times of conflict, 
PAP units provide local territorial de- 
fence. While the MPS is responsible for 

e routine running of the PAP, it also 

ports to the Central Military Commis- 
sion, which can take over command if a 
military contingency arises. 

Analysts believe that in time the 
PAP will become an important organi- 
sation in its own right. If there is serious 
instability in the country, the PAP will 
be the principal organ used to deal with 
it. For instance, the PAP has been re- 











tough personalify, with a track 
record in law and order, having 
been in charge of public sec- 
urity in Zhejiang province. 
Wang's reputation stems also 
from his stint as mayor of Wen- 
zhou during the Cultural Revo- 
lution. He was condemned as a 
counter-revolutionary by the 
Red Guards in 1966, but he or- 
ganised the local public sec- 
urity forces and held out for a 
year. 

Wang's appointment as 
MPS minister following student 
demonstrations in early 1987. 
was seen as an attempt to make 





sponsible for curbing the ethnic unrest 
in Tibet in the past year or so. 


А: yet, the PAP has not developed 
its own institutional identity to be 
able to define its place in the political 
process. And given the dual military 
and public-security chains of command 
over it, probably intended to prevent 
the PAP from developing in this direc- 
tion, it could well remain a bureaucratic 
lightweight. 

Of the various security organisa- 
tions, the MPS is the senior institution. 
Its minister, Wang Fang, is also a state 
councillor, while the MSS minister Jia 
Chunwang is only a central committee 
member. Wang is well respected as a 


State secrets redefined 


Officials could still keep information under the wraps 


Ithough China has been gradually 
opening up to the rest of the world 
since the late 1970s, much of that society 
still remains an enigma to outsiders. À 
new law on state secrets, scheduled to 
be promulgated next May, intends to 
keep Chinese officialdom — and any- 
ing else Chinese bureaucrats might 
wish — away from prying foreign eyes. 

The new legislation, which superse- 
des a provisional set of regulations 
drafted in 1951, is ee ааа in 
scope — ranging from the traditional 
areas of military, public security and 
diplomatic affairs, to those pertaining to 
national economic, social, scientific re- 
search and development, and major of- 
ficial policy decisions. 

Its aim is to upgrade the protection 
of classified information by tightening 
up access and raising penalties for offen- 
ders. With China's open-door policy, 
the outflow of information has shot up 
dramatically, causing concern among 
security chiefs. Some 80% of the cases 
on revealing state secrets in recent years 
were connected with information going 
overseas. The new law is directed speci- 
fically at plugging this loophole, but is 
thought not to mention penalties for se- 
crets passed among Chinese nationals 





not authorised to handle classified in- 
formation. 

Penalties for offenders are severe. 
though less so if the information leaked 
is accidental or relatively minor. But for 
deliberate offenders, the minimum 
period of imprisonment is five years, 
with particularly serious breaches possi- 
bly incurring life sentences or even the 
death penalty. 

There is a three-tier classification 
system. “Secret” information is for 
cadres at the county level or above: 
"confidential" for prefectural-level offi- 
cials, and "top secret" for provincial 
cadres. In China, a large amount of 
routine information with no security or 
policy implications comes under a cate- 
gory called neibu — for internal distri- 
bution only. Apparently the new law 
does not bother itself with such а mass 
of trivia. 

To enforce the new law, a new State 
Secrets Bureau (SSB) has been recently 
set up, which replaces the Central Se- 
crets Commission. Coupled with the 
new law, it is intended to evolve a more 
systematic process of handling secrets, 
as against the ad hoc system of the 
past. The SSB will establish a set of pro- 
cedures for classifying secrets, includ- 











the MPS tougher and more 
effective. In the previous year, the 
MPS had been strongly criticised for 
not clamping down on campus unrest 
before it threatened to get out of 


| hand. 


To monitor the growing number of 
foreigners in the country, the state sec- 
urity organs have had to recruit more 
and more language students to be 
trained as tour guides, hotel workers 
and as staff in trading companies. The 
MPS has also gone into the hotel busi- 
ness, though as much for commercial re- 
wards as security concerns. For in- 
stance, it owns the Kunlun Hotel in Pe- 
king, one of the city's main interna- 
tional establishments. 

— Tai Ming Cheung 


ing rules about declassifying secrets. 

One of the major objectives of the 
new law is to reduce the catch-all provi- 
sions of the old regulations. Business 
and industrial secrets, for instance. will 
no longer be defined as state secrets. 
However, the inclusion of secrets con- 
cerning economic, social, and scientific 
information may blur the differences 
between state secrets and exclusive 
business or professional information. 
Therefore, according to foreign special- 
ists, some Chinese officials — including 
those involved in the drafting — con- 
sider the new law to be still too broad. 

The new law is also seen as an impor- 
tant step in making government more 
open and accountable. In the past. 
Chinese officials could refuse to divulge 
information by simply claiming that it 
was classified under the prevailing regu- 
lations. In the future, such refusals — in 
theory — will be restricted to the speci- 
fic categories mentioned as secrets in 
the new law. 

However, the ingrained Chinese 
bureaucratic obsession to over-classify 
all official information may yet defy the 
purpose of the new legislation. Tradi- 
tional Chinese criteria of state secrets 
include not just the content of the docu- 
ment, but also how it is written, and to 
whom it is addressed. The more critical 
or less ideologically bound a report is, 
the more likely it would be classified. 

— Tai Ming Cheung 








_ FAR EASTERN ECONOMIC REVIEW e 3 NOVEMBER 1988 








Vietnamese perestroika 
slowly realises change 


8 Vietnam, the buzzword is doi moi, 
variously translated as "transforma- 
tion," “new way” or “radical change.” 
As in the Russian term perestroika, it is 
meant to intimate something more than 
reform yet less than revolution, which 
might suggest the overthrow of the 
existing political system. 

The standard bearer of doi moi is 
Nguyen Van Linh, who was elected gen- 
eral secretary of the Vietnam Com- 
munist Party in December 1986. How- 
ever, the main policies, which precede 
Linh's elevation to power by six or 
seven years, include more family farm- 
ing, less restrictions on open-market 
transactions, less reliance on central 
planning, reduced subsidies 





exhortations to put savings in state 
banks or purchase government bonds 
are regarded as just another tax ploy. 

For lack of reasonably priced fer- 
tiliser and pesticides, some farmers 
have abandoned high-yield rice varie- 
ties. Others refuse to honour commod- 
ity contracts because input costs have 
risen far beyond what state trading com- 
panies agreed to pay. 

Matters came to a head earlier this 
vear when the spectre of famine gripped 
à number of northern provinces. Al- 
though the immediate reasons involved 
bad weather and pests, the underlying 
causes were administrative and eco- 
nomic. Province leaders submitted 





and cuts in the number of state 
employees. 

Unfortunately for the Viet- 
namese citizenry, those policies 
were introduced piecemeal, 
without consideration of the 
broader consequences and in 
the face of covert opposition 
from many party and govern- 
ment officials. In 1981-84, 
food output did increase 
dramatically as farmers re- 
sponded to new open-market 
opportunities. But the indus- 
trial and artisan sectors of the 
economy faltered, leaving 
farmers with more money but 
very little to buy. 

Since then inflation has 

soared as high as 1,000% a year, many 
farmers have lost interest in maximising 
production and city folk have become 
ever more desperate for relief. Mean- 
while, the population continues to in- 
crease at 2% а year, and perhaps one- 


third of young people seeking jobs each | 


year fail to secure regular employment. 
There can be no doubt that Linh ap- 
preciates the seriousness of Vietnam's 
position. His speeches are filled with ad- 
missions of past party errors, blunt criti- 
cism of those cadres who continue to 
evade or ignore doi moi instructions and 
| encouragement to ordinary citizens to 
- take matters into their own hands. He 
has acted to reduce the state's terrible 
budget deficit, given factory managers 
. more operational freedom, further re- 
laxed restraints on family economic ini- 
tiatives and put his reputation behind a 
liberal new foreign-investment law. 
Nevertheless, inflation remains com- 
pletely out of control, provoking an al- 
most frantic demand for anything repre- 
senting relative stability — especially 
gold, US dollars, foreign consumer 
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Ho Chi Minh City market: anger over party's neglect. 
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grossly optimistic harvest forecasts, 
then failed to revise them. As early as 
January, sensing an upcoming deficit, 
several ministers proposed importing 
rice from Indonesia. The party polit- 
buro procrastinated. 

In early March, when the danger 
was finally understood, high-ranking 
Hanoi officials rushed south to the 
Mekong Delta to try to extract addi- 
tional quantities of rice from rela- 
tively well-off farmers in that region. 
If the government had gone public 
at that time, explaining the food dilem- 
ma frankly and making their appeals on 
humanitarian grounds, many southern 
farmers might have donated rice for 


David Marr is a senior fellow at the 
Australian National University, Can- 
berra, and the author of Vietnamese 
Tradition on Trial and Vietnamese 
Anticolonialism. This article is based 
on a long visit to Vietnam earlier this 
year. 
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their less fortunate brethren in the north. 
Instead the whole problem was kept 
a state secret until early May, when the 


government sent cables overseas 
appealing for grain assistance, and the 
Vietnamese public heard about the 
emergency from the BBC or Voice of 
America. Numerous articles have ap- 
peared since then excoriating "responsi- 
ble cadres" for such bumbling. 

Today. people are sceptical that the 
political hierarchy as a whole can do 
anything more than perpetuate itself. 
As one Mekong Delta farmer asked 
rhetorically: “Why should I tighten my 
belt and offer more rice to the state 
when it simply goes straight into the bel- 
lies of a hoard of cadres who haven't 
accomplished anything in more than à 
decade?" Faced with such attitudes, the 
party will need to deliver material im- 
provements, not another round of 
exhortations to self-sacrifice. 

Given the dire econom 
conditions in Vietnam, it 
worth noting how few citizens 
have attempted to voice their 
discontent outside approved 
channels, which include local 
Fartherland Front meetings, 
encounters with national as- 
sembly delegates and letters 
to newspaper editors. Of 
course, thousands of people 
continue each month to vote 
with their feet, investing up to 
five taels of gold per family 
member to secure space 
aboard a refugee boat. Often 
dE | they are caught, must beg rs- 
+ latives to pay their way out of 
detention and then start sav- 
ing up gold again. 

Among the 65 million Vietnamese 
who choose to remain in the country, 
those most likely to protest publicly are 
the ones who live in such cities as Hanoi. 
Haiphong or Da Nang. Labourers a 
angry at the runaway inflation, sca:- 
cities, declining social services and gen- 
eral neglect from the party that claims to 
represent them. 

Artisans. shopkeepers. street deal- 
ers and unemployed youths bristle at 
arbitrary tax collections and police 
harassment. Intellectuals and office 
workers, desperately searching for ways 
to supplement meagre wages, resent 
their apparent worthlessness as long as 
the leadership allows the nation to 
stumble in one direction, then another. 

Nonetheless, none of these urban 
elements have taken to the streets. Argu- 
ably, Vietnamese workers have suffered 
more in recent years than workers in Po- 
land, yet there have been no food riots. 
Street merchants occasionally hurl in- 
sults at the police, but nothing else. Stu- 
dents have yet to emulate their peers in 
China and mount illegal demonstrations. 

Why this reticence? Fear of retalia- 





goods or extra stocks of rice. Official 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 
We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it wr a moment; for you 
a lifetime. ' 
We made this .watch for 
you -to be part of your 
life — simply because this 
is the way weve always 
made watches. 
And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 
A Patek Philippe — 
because its for a lifetime. 
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tion by the huge police establisliment is 
a major factor. Should police units 
waver, the army stands ready to quell 
major outbursts. Then, too, some 
people worry that open domestic con- 
frontations would play into the hands of 
Chinese leaders in Peking, who main- 
tain a strong military presence along the 
Sino- Vietnamese frontier. 

However, many intellectuals and 
students also hesitate to move into overt 
opposition because they feel Linh de- 
serves a bit more time. They are 
impressed by his willingness to listen, 
his impromptu speaking style, his en- 
couragement to people with grievances 
to bypass the chain-of-command and, 
above all, his apparent readiness to ex- 
periment with democratisation. 

Linh acknowledges that the political 
system has become opaque in both di- 
rections: citizens cannot fathom the 
logic of higher decision-making, and 
leaders often grope in the dark, unable 
to find out what is happening in the 
economy or how people think about а 


w policy option. 
M uch has been made of Linh's foster- 

Ming of citizen self-expression by 
means of readers' letters to newspapers 
and journals. For a while, he even wrote 
his own “N. V. L." newspaper column, 
relying on incoming letters and informa- 
tion gained during numerous trips 
throughout the country, 

After the initial excitement, how- 
ever, some intellectuals realised that 
letters to journal editors represent only 
a very limited democratic initiative. 
Widely dispersed individuals are ex- 
pected to wait patiently while party 
cadres at editorial offices screen their 
letters — with a few being printed and 
others routed to relevant government 
bureaus for response. People with iden- 
tical grievances cannot come together to 
lobby the authorities. Some bureaus use 
information contained in letters to 
single out "trouble-makers" and re- 

liate. Some party cadres are not above 
instigating letters to assassinate the 
characters of rivals within the hierarchy. 

Letters to journal editors are a fea- 
ture of the Soviet Union's glasnost pol- 
icy, and there can be no doubt that Linh 
observes closely the other actions of 
Soviet President Mikhail Gorbachov. In 
particular, Vietnam seems to be moving 
several paces behind the Soviet Union 
in relaxing central controls over state 
enterprises — perhaps waiting to see 
what happens in Kiev or Leningrad 
when local managers are permitted to 
set prices, reduce or increase wages, lay 
off or hire staff, negotiate their own 
contracts with suppliers and dis- 
tributors, retain profits and absorb loss- 
es. The possibilities for chaos are con- 
siderable. 

By contrast, Hanoi has moved 
beyond Moscow in its official encour- 
agement of family enterprises, perhaps 
because it is more desperate but also be- 
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cause its state sector is younger, smaller 
and less entrenched. It also has more ex- 
perience in the establishment of various 
types of small-scale cooperatives. 

Linh is at a disadvantage compared 
to Gorbachov in that Vietnam possesses 
only a very small stratum of "intellec- 
tual workers" — scientists, engineers, 
doctors, teachers and writers — people 
who appreciate the significance of the 
worldwide information revolution and 
the pressing need to transform the exist- 








ing domestic system to avoid falling be- 
hind permanently. 

On the other hand, Linh does not 
have to contend with as large a contin- 
gent of industrial workers as Gor- 
bachov, most of them opposed to reduc- 
tions of government subsidies of food, 
housing, utilities and transport. Linh's 
policies tit much more towards the 
countryside than Gorbachov's. In that 
sense Vietnam more resembles China, à 
point understood in Hanoi. 
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A team of sociologisfs Î met stressed | 
the importance of conceptual change: — 
For example, Vietnam's leaders had te 
accept the impracticality. indeed the des 
structiveness, of trying to control every» 
thing. They needed to stop confusing | 
politics and science. Whatever they did. | 
however, Vietnam’s increasing cont: 
with the outside world would fore 
changes in thinking among the public af 
large. 

Unlike past efforts at reform, which 
Vietnamese communists usually charac- 
terised as "improvements" in or “p 
fecting" of the existing system, the cur 
rent doi moi effort is. specifically cons 
ceived as comprehensive and thorough: 
going. How profound these changes will | 
be in practice is far from clear. So an. | 
one senses that Linh and histeam have. | 
expended a great deal of efforttr 
change human attitudes without alt 
ing institutionalised power relatior 
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Nevertheless. the grim reality 
prostrate economy may well fo 
stitutional changes. Given the ideak 
cal conservatism of the leadership thi 
changes are likely to be grudging i 
piecemeal. Looking ahead TO 
from now, however, "the systern is: 
to look strikingly different from wha 
does today. 





ships very much. | 
to premier of Do Мио, a grey p d 
"apparatnik," is symbole of | 
problem. 1 
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Sharpening up the beaks 


Magistrates come under pressure to step up conviction rate 


By Emily Lau in Hongkong 
hile the upper echelons of Hong- 
kong's judicial system have come 
under strong criticism for bungling im- 
portant cases, controversy has also hit 
the magistracies, which handle about 
9076 of court cases, with allegations of 
political interference in cases as well as 
questions about the quality of the 
magistrates and the kind of justice they 
hand down. 
Hongkong has 59 permanent magis- 
trates, the majority of whom are expat- 
riates, mostly employed on contract. 
The power to appoint magistrates be- 
longs to the governor, but he has dele- 
gated this to the chief justice. The chief 
justice chairs and is advised by the Judi- 
cial Service Commission (JSC), which 
consists of the attorney-general, the 
Public Service Commission chairman, 
and lawyers from the Bar Association 
and the Law Society. Candidates pre- 
sented to the JSC for vetting are chosen 
by the Judicial Appointments Com- 
mittee, an internal judiciary body 
also headed by the chief justice. 
JSC deliberations are confidential 


i 


; ference from the governments Leg 
| Department and from higher-ups in the 
| judiciary. 
| criticising their. performance. | 
| larly regarding low rates of convicti 
| OF lenient sentencing. Sometimes th 
| would be warned 


|! renewed. 
| lege collaboration between the: Leg 


| Department and the judiciary, arran 
| ments made with a nod and a wink. Ni 






| newal 


and the advice has to be unanimu 
Legal sources said the threat of aor 
having their contracts renewed is a ром 
erful leverage on the magistrates to 
make them toe the line. Since the atto 
ney-general is a member of the JSC 
that gives him a direct say on ther 
of magistrates" contracts an 
promotions. The unanimity rule means. 


га single voice can veto a re-appoint- 
i ment. Expatriate magistrates, many qm 
| their late 40s or early 505, feel рагиси- 
Тапу vulnerable. 














Some magistrates complain of инет 


They talk of phone cal 
particu 





that if they din 


“improve.” their contracts would noth 


Certain magistrates and lawyers à 
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| Fanling magistracy. 
` described by one bar- 


| poc 
Nig 


. sulted 
against his rulings: 


© minor 
` detail; he was trans- 


merous transférs from the Legal De- 
artment to the High Court would rein- 
огсе such a cooperative relationship. 
At least four past directors of public 


rosecution (DPPs) have later become | 


igh Court judges. The present DPP. 
Jim Findlay, is widely tipped to join the 
bench soon. 

Relations are so cosy between the 
Legal Department and the judiciary 
that in some cases, it is alleged, the pro- 
secution could even pick its magistrates 
or the judges before whom to take an 
appeal. In September 1986, а crown 
counsel allegedly sent a memo to the Su- 
preme Court registrar requesting that 
an appeal against a ruling by magistrate 
Geoffrey Watson be heard before the 
then chief justice, Sir Denys Roberts — 
who did take the case. When the gov- 
ernment wanted to make an example of 
illegal immigrants recently, the case was 
sent before a magistrate known for his 
tough sentencing. 

More often. alleged interference 


comes from within the judiciary. A 


magistrate said that sometimes in cases 
involving politicians, prominent per- 
sonalities or foreign dignitaries, a call 
would come saying that a senior judge 
was taking a personal interest in that 


| case. "No more need to be said, and it is 


assumed that the magistrate would do 
the right thing," the magistrate said. 
The spokeswoman for the judiciary said 
no senior judicial officials were willing 
to be interviewed by the REVIEW for 








was revoked, many 
lawyers were dis- 
mayed that newly in- 
stalled Chief Justice 
Sir Ti-liang Yang had 
done nothing to sort 
out the case, which 
they saw as a miscar- 
riage of justice. 
Watson told the 
REVIEW his troubles 
began when he re- 
fused to "bend the 
law" to oblige the at- 
torney-general. He 
accused the Legal 
Department and 
then chief justice 
Roberts of impro- 
perly trying to influ- 








































































Roberts: influence. _ 


certain magistrates, 
who they said were 
indolent, racist and 
impolite. One out- 
spoken critic of the 
behaviour of judges 
and magistrates is 
Derry Wong, a 
former member of 
the Bar Committee. 
In one case, ac- 
cording to Wong, a 
magistrate said іп 
open court that if 
a defendant pleaded 
guilty, he would get 
а certain sentence, 
but if he pleaded not 
guilty, he would get 
а heavier penalty. In 








ence him in the per- 
formance of his duties. He said he had 
written to former attorney-general 
Michael Thomas asking him to take ac- 
tion against certain persons, but 
Thomas had refused. 

The other magistrate whose contract 
was not renewed was Cyril Maharaj. 
Before he left Hongkong in September. 
he told the local press he had challenged 
the JSC to publish its reasons for recom- 
mending against his contract renewal. 
Maharaj said “the powers that be^ were 
unhappy with his conduct of a hear- 
ing in 1983. A senior government 
official had campaigned to “get rid 
of him.” 

Accusations have been made also by 
San Po Kong principal magistrate Mar- 
jorie Chui, who has 





thisstory. _ 

Earlier this year, the contracts of two 
expatriate magis- 
trates were not re- | 
newed. One of them 


was Watson, of the 


rister as a universally 
ond magistrate: 
"Decent, serious, 
courteous and fair." 
— In the past two 
years, Watson has 
had а number of dis- 
utes with the 
and the 

al Department. 
This not only re- 
in appeals 





his annual leave was 
‘cancelled over а 
bureaucratic 





ferred to another 


‘Guilty! Next!" 





had several confront- 
ations with the Legal 
Department for re- 
fusing to grant ad- 
journments at the 
prosecution’s re- 
quest. She stated in 
one case of appeal: “1 
have voiced my re- 
ugnance of attempts 
by the Crown to 
make puppets of 
magistrates in grant- 
ing — adjournments 
and in  detaining 
people in custody. 
Whether eople 
charged should be re- 
manded without a 
plea being taken 


fixed for their trial 
is a discretion that 





magistracy (a prac- 


` tice to demonstrate displeasure) and, 
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after being refused a contract renewal 
and having his warrant revoked, he was 
evicted from his officially provided 


home. 


In July last year, Watson petitioned 
Governor Sir David Wilson for an in- 
muy into alleged unjust treatment by 
the judiciary, but got nowhere. This 
April. when his magistrate's warrant 


should be exercised 
by a magistrate judicially, and not for 


political purpose or for administrative 


convenience." However, the Legal De- 
partment has appealed, so far success- 
fully, against all the cases in which Chui 
had refused to grant adjournment. 
Magistrates also have their detrac- 
tors. ome barristers who have ap- 
peared in the lower courts said they had 
deep reservations about the ability of 


from them or a date | 





other cases, bargain- 
ing would take place in the magistrates’ 
chambers. “The general atmosphere in 
some magistracies is to finish quickly 
and to go home,” Wong said. “This view 
is shared by the magistrates, the police 
court interpreters, court clerks and ti 

rosecution. Some magistrates get very 
impatient if the defence counsel wants 
to cross examine witnesses. Some even 
lose their temper and swear." 

However. Wong conceded that the 
magistrates do have a very heavy work- 
load, hearing five to seven cases a day 
and having to take their own notes. Re- 
cently the government announced mea- 
sures which it said would strengthen the 
independence of the magistrates and to 
improve their conditions of service. The 
composition of the JSC might be 
changed to include non-legal members 
and its recommendations might not 
have to be unanimous. Magistrates 
could apply for permanent and pension- 
able terms of employment, though it ap- 
pears this will not be given automati- 
cally. Their salaries will be increased 
from the current range of HK$28- 
31.000 (US$3,590-3,974) a month to 
HK$32-35 ,000. 

Even so, the prospects of drawin 
better qualified lawyers out of private 
practice are not good, with solicitors of 
only four years’ experience recently esti- 
mated to be earning HK$60,000 a 
month or more. Тос шаруан still 
do not enjoy the same housing and other 
side benefits as expatriates. The chair- 
man of the Hongkong Bar Association 
Robert Tang has advocated "cash for 
perks” for the locals. Lawyers and 
magistrates said giving local and expat- 
riate judicial officers the same condition 
of service will go a long way towards 
eradicating feelings of racial discrimina- 
tion. 

Whether this and the government's 
proposed changes would improve the 
quality of justice remains to be seen. 
Some senior barristers have opposed 
fring magistrates security of tenure, 

ecause they think that would do away 
with the only check on their perform- 
ance. п 
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Shen; Lee: losing out to the pragmatists. 


TAIWAN 





"he old-guard retreat 


KMT conservatives lose a battle over trade with Moscow 


By Shim Jae Hoon in Taipei 

О: the morning of 12 October, ten- 
sion ran high at the regular session 

of the ruling Kuomintang's central 

standing committee as Shen Chang- 

huan, President Lee Teng-hui's chief of 

staff, mounted the podium to speak. 

Shen, 75, who twice served as for- 

eign minister under the virulently anti- 
communist regimes of the late president 
Chiang C hing-kuo and Chiang's father, 
Chiang Kai- shek, demanded to know 
why the cabinet had approved a Taiwan 
trade mission to the Soviet Union with- 
out first discussing the matter with the 
policymaking central standing commit- 
tee. 

Shen’s attack on the cabinet was yet 
another manifestation of a long-running 

attle between ageing conservatives 

ke himself, who cling to the dream of 
liberating China from communism, and 
more pragmatic, second-generation 
technocrats, who have gradually as- 
serted more influence on government 
decision-making. Shen's resignation as 
Lee's chief of staff on 17 October sym- 
bolised the continuing retreat of 
Taiwan's old-guard leadership in the 
face of the emerging new generation of 
leaders. 

Taiwan's top leadership, already 
caught in the vortex of reappraising its 
domestic political institutions following 
the death of Chiang Ching-kuo in Janu- 
ary, now seems divided in re-examining 
foreign-policy options in the rapidly 
changing East Asian diplomatic en- 
vironment. 

Taipei's traditional anti-Soviet post- 
ure has been shaken by two new deve- 
lopments over the past several months: 
significant progress in Sino-Soviet rela- 


tions, and progress by South Korea, 

important trade rival, in its efforts to 

develop trade and other ties with both 

China and the Soviet Union. 

Coupled with Taiwan’s general need 

| to diversify export markets, these deve- 

lopments have put new pressures on the 
government in Taipei to pursue a more 
open and creative foreign policy. In re- 
sponse to these pressures, the leader- 
ship decided to explore new markets in 
socialist countries, including the Soviet 
Union. 

The trade mission began a 19-day 
tour of Moscow, Leningrad, Kiev and 
Minsk on 2 October under the sponsor- 
ship of the private Import-Export As 
sociation of Taiwan (ТЕАТ). It included 
executives from companies dealing in 
steel, tools, wood products, electronic 
home appliances and chemical en 
gineering. 


an 


Iso included in the mission were two 

officials from the Economics Minis- 

try and Board of Foreign Trade. The 

presence of two government officials 

was meant to underscore Taiwan's hope 

| of achieving direct trade with Moscow 

| Now, all such trade is through third 
countries. 

The delegation pressed for direct 

trade, but Soviet officials were non- 


committal. Vladimir Golanov, vice- 
chairman of the Soviet Union's 
| Chamber of Economy and Industry, 


told them that Moscow is interested in 

the Taiwan economic-development 

model but that opening direct trade was 
not yet on the cards. 

The timing for direct ties between 

| Taiwan and the Soviet Union is wrong 
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for both sides. Moscow s recent moves 
towards detente with Ре king certainly 
would preclude any immediate warming 
of relations between Moscow and 
Taipei on an official level. And Taiwan 
must also move with caution given Pe- 


king's long-standing threat to use force 
in retaking Taiwan should Taipei ever 
seek diplomatic relations with Mos- 


COW. 

Taiwan-Soviet trade only 
to US$7.5 million last vear. In the first 
nine months of this vear, however, 
way trade reached US$13 million, with 
about US$11.5 million of it in Moscow's 
favour. Taiwan's total export volume 15 
expected to be around USS$60 billion in 
1988 


amounted 


two- 


Taiwan has been trading with East 
ern Europe for years, bartering such 
light manufactured goods as garments 


and computers for steel, chemicals and 


textile machines. Two-way trade with 
Eastern Europe was US$260 million last 


year — more than double the 1986 fig- 
ure with the balance running against 
Taiwan by US$124 million 

At a news conference on 21 October 
upon his return to Taipei, ТЕАТ chair 
man Lin Tzu-ching urged the govern- 


ment to establish an organisation to deal 
exclusively with problems concerning 


trade with the Soviet Union and Eastern 
Europe. Apart from allowing more 
businessmen to visit the Soviet Union 
Lin said, the government should also let 


them set up direct banking services with 
Moscow through a third country and 
ship goods to Soviet ports directly from 
Taiwan 


Lin said the present system of using 
Japanese trading houses as inter 
mediaries was costly and hampered ef- 
forts to increase Taiwan-Soviet trade 
He expressed concern that Taiwan was 
lagging behind South Korea in the 
Soviet trade, citing Seoul recent 


breakthrough in setting up two trade of 
fices in the Soviet Union 


As for the emerging trade pattern 
Lin said Taiwan can barter such con 
sumer goods as textiles, home ар- 
pliances and computers for timber, 
coal, petroleum and machinery 

Lee's quick acceptance о! Shen's 


resignation signalled his support for the 
younger technocrats, who are exploring 


new foreign-policy options. Lee ap- 
pointed Li Yuan-zu, a former justice 
minister, as his new chi f of staff. Li is 
not associated with the party's conser 


vative faction 

After Shen's resignation, the central 
standing committee belatedly endorsed 
the trade delegation's trip to the Soviet 
Union, saying it was a private business 
initiative not affecting the government's 
official anti-communist policy. While 
Shen, who retained his central standing 
committee seat, watched the session in 
stony silence, the committee adopted a 
resolution on 19 October to continue 
trading with the Soviet Union but on an 
indirect basis. п 
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By Robert Deifs in Peking 


o the Chinese people, most of whom 

were born after the Sino-Soviet split 
in 1960, the prospects of a summit meet- | 
ing between senior leader Den Xiaoping | 
and Soviet President Mikhail Gorbachov | 
have solidified with surprising speed. 

Since the announcement in Sep- 


tember that Chinese Foreign Minister 


Qian Oichen would visit Moscow later 


"this year — the first such visit since the 
‘late premier Zhou Enlai travelled to the 
Soviet Union in 1956 (REVIEW, 
;-- Deng himself has raised the subject 
.. With several foreign visitors. 


13Oct.) 


lt iS unlikely that Deng ever ex- 


|: pected any significant Soviet movement 


in this decade on the "three obstacles" 


^to full normalisation of Sino-Soviet rela- | 
4. tions. The obstacles are: deployment of 
| Soviet forces on China's northern bor- 
der, the Soviet invasion of Afghanistan | 


nd Soviet support for Vietnam's mili- 


‘tary occupation of Cambodia. 


 Gorbachov's Vladivostok speech in 
uly 1986 marked the beginning of a re- 





| definition of the Soviet Union's posture 





































and goals in Asia, a process that now en- 
compasses the Soviet withdrawal from 
Afghanistan, a small but symbolic re- 


duction of Soviet troops on China's 


orthern border and a Soviet charm of- 
ensive in Asean and Australasia. Even 
80, Vietnamese troops remain in Cam- 
Odia.. The readiness to meet Gor- 
achov thus marks a change in Chinese 
hinking about the Soviet Union. 

"Phe. factor foremost in Chinese 
inds has been the rapid improvement 
n US-Soviet relations over the past 
ear. Peking was apparently surprised 
y the signing of an agreement on inter- 
mediate-range nuclear forces at the 
oscow summit in May. The Soviet 


| pull-out from Afghanistan was particu- 


larly unsettling to the Chinese because 


they were not in any way involved, rais- 


ng fears that Washington and Moscow 


might similarly come to an agreement 
Over Cambodia that excluded Peking. 


~The international guarantees given 
y Moscow and Washington for the 
jeneva agreement on Afghanistan — 
eached between Pakistan and the gov- 
rnment in Kabul — confirmed to the 
thinese that the Soviet withdrawal was 


in essence a bilateral arrangement be- 


tween the two superpowers. 


hen Soviet Deputy Foreign Minister 


Igor Rogachev briefed Chinese leaders 


go 

n the Moscow summit in June. “We in- 
bout the discussion of the Cambodian 
blem at the Moscow meeting." Roga- 
v said at a press conference in Peking. 


OREIGN RELATIONS 


| Passing the test 


"China decides Gorbachov policies need encouragement 


| 
| "Warming relations between Moscow | 
| 
| 
| 
| 


These concerns were hardly allayed | 


med our Chinese colleagues briefly | 
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| At the same time, better US-Soviet 


relations have made it easier for Peking 
to contemplate normalising relations 
with Moscow by reducing the danger 
that alarm bells would ring in Western 
capitals. Acceptance of a long-term split 
between Moscow and Peking, and the 
Soviet foreign policy, had been the 
foundation of normalised relations be- 
tween China and the West in the 1970s. 

Now the US has given its blessing in 
advance to a Peking-Moscow summit. 


and Peking do not jeopardise US or 
world security," US Secretary of De- 
fence Frank Carlucci said in September, 
after meetings with Chinese leaders in | 


a 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


Peking. “We welcome this dialogue and | 


we think the relaxation of tensions be- | 
tween the Soviet Unionand China would | 


be healthy for world peace and stability.” 
A Sino-Soviet breakthrough оп 
Cambodia was cemented at talks be- 


and Tian Zengpet in late August. A sub- 


Ministry spokesman said: "Both sides 
had stood for a fair and reasonable set- 
tlement and expressed their willingness 
to do their best to attain this goal." 
Both China and the Soviet Union 
had substantially shifted their positions 


| to find a meeting ground on Cambodia, 


observers say. China's most important 


| moves have been to give private assur- 





ances that they would act to restrain the 


IMMIGRATION 





By Suhaini Aznam in Kuala Lumpur 


make the home minister's decision final. 

The target group encompasses "any- 
one who poses a security threat to the 
country,” 
Datuk Megat Junid Megat Ayub. 
Malaysia’s immigration law had not 
been amended since 1963 and cur- 
rent conditions demanded its tighten- 


| ing so as to prevent offenders from 


tween vice-foreign ministers Rogachev | 


sequent statement by a Chinese Foreign | 


oreign nationals in Malaysia soon | 

will find it harder to argue with the | 
government about their right to stay. | 
On 11 October, parliament toughened | 
the Immigration Act when it passed | 
amendments which enhance the powers 
of the director-general of immigration, 
raise the penalties for offenders and 


` said Deputy Home Minister 





Khmer Rouge aud t to ; сопсейе pos the 
withdrawal of Vietnamese troops was 
not the only issue involved in à Cambo- 
dian settlement. 

In a Foreign Ministry statement on 1 
July, China called for an international 
peace-keeping force to supervise the 
Vietnamese withdrawal and a sub- 
sequent election in Cambodia, and of- 
fered to join other countries in forming 
such an international force to guarantee 
a independent, neutral and non- 

ali igned Cambodia. 

"The Khmer Rouge should not be al- 
lowed to assume exclusive power, 
Chinese Communist Party General Sec- 
retary Zhao Ziyang told a Japanese de- 
legation in August, "and the Heng Sam- 
rin regime, a fait accompli created by 
Vietnamese aggression, must not be al- 
lowed to continue in power. I think both 
dangers should be removed." 


hat concrete moves the Soviet 

Union has made to convince China 

itis meeting the demand to stop support- 
| ng Vietnam's occupation are less cle: 
The Soviet Union agreed to disci 

Cambodia bilaterally with China for the 

first time only in October 1986, and then 

only to urge China to talk directly to 


| Vietnam. It was inappropriate to dis- 
| cuss their relations with Vietnam with 


third countries, the Soviet Union in- 
sisted, and any attempt by them to pres- 
sure Hanoi over Cambodia would be a 
violation of Vietnamese sovereignty. 
But after the US-Soviet summit, it 
became clear that Moscow was willing 
to engage in substantial discussions on 
Cambodia with both Washington and 
Peking, though still denying it could or 
would pressure Vietnam in any way. 
And this, some diplomats say, was Mos- 
cow's most important concession to Pe- 
king — a willingness to acknowledge the 


> 


Tightening the net 


Malaysia toughens its entry laws for foreigners 


escaping on technicalities, he said. 

While illegal immigrants and leaders 
of religious deviationist groups were 
clearly obvious targets of the new law, 
one group the government deemed had 
got away on a technicality was errant 
foreign journalists. In late 1986, The 
Asian Wall Street Journal had a run-in 
with the government, when its two 
Kuala Lumpur-based correspondents 
were summarily ordered to leave 
Malaysia and the newspaper was ban- 
ned. The newspaper challenged the 
order and won its appeal, the Supreme 
Court ruling that in accordance with 
the rules of natural justice, the di- 
rector-general of immigration. should 
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legitimacy of Peking's interests in In- 
dochina as a regional power. 

The clash between China and Viet- 
nam in the Spratly Islands in February 
was a test of Moscow's real attitude to- 
wards China on this. By not expressing 
support for Vietnam in word or act, 
Moscow passed. Diplomats say the 


Soviets were relieved that Hanoi never | 


requested even symbolic gestures. 

At his press conference in June, 
Rogachev said the Soviet Union had 
called for restraint from all parties and a 
negotiated settlement. is even- 
handed approach was an important fac- 
tor in China's determination that Mos- 
cow was serious in acknowledging 
China's claims as a regional power. 

Moscow's failure to support Viet- 
nam, moreover, surprised Asean coun- 
tries whose stance on Cambodia had 
long been predicated on the assumption 
that Vietnam enjoyed firm Soviet sup- 
port. Just as China feared being left the 
odd man out in regional issues by improv- 
ed US-Soviet relations, Asean coun- 

essaw Moscow's distancing itself from 
inoi as the prelude to a possible Sino- 
Soviet agreement that excluded them. 

This perception also informs the 
Chinese reaction to Gorbachov's 16 
September speech in Krasnoyarsk on 
the subject of reducing tensions in the 
Asian-Pacific region, which many ob- 
servers read as merely a rehash of the 
1986 Vladivostok proposals. But 
Chinese diplomats have privately ex- 
pressed considerable enthusiasm for 
the speech, and Chinese Premier Li 
Peng’s statement on the following day 
that “China was willing to normalise re- 
lations with the Soviet Union . . . [but] 
would not align itself with the Soviets as 
closely as it had in the 1950s" surprised 
many observers. 

Diplomats also point to an article by 


have given them a chance to be heard. 
These amendments will probably cir- 
1mvent a recurrence of such findings. 
-he idea is “to exclude a person from 
being given an opportunity to be heard 
prior to the minister or the director-gen- 
eral making an order against him,” ac- 
cording to the attached explanation to 
the bill. And since a minister's decision 
is final, an aggrieved person is unlikely 
to be heard after an order is made. In- 
deed the government has over the past 
year introduced amendments to a few 
other laws, removing provisions for re- 
course to the courts. 


alaysia has in recent years become 

the unwilling haven to several hun- 
dred thousand illegal immigrants, par- 
ticularly from neighbouring Indonesia 
and the Philippines. In timber-rich but 
qm populated Sabah — which 
shares a common border with Indone- 
sian Kalimantan and is only a quick boat 
trip from the southern Philippines — of- 
ficial estimates of illegal immigrants are 
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Gorbachov on establishing а com- 
prehensive system of international sec- 
urity published in Pravda a year ago. In 
essence, the article calls for strengthen- 
ing the UN peace-keeping forces and 
proposes that the permanent members 
of the UN Security Council could be- 
come guarantors of regional security. 


Re repeatedly stressed the im- 
portance of this article to Chinese 
leaders in meetings earlier this year, ac- 
cording to diplomats, who say that 
Chinese leaders have decided to sup- 
port the plan, noting that China applied 
in September to join the UN special 
committee on peace-keeping operations. 

The final factor in Peking's sudden 
movement towards a summit with Mos- 
cow, however, may have been concern 
over domestic opposition Gorbachov 
faces in the Soviet Union, which many 


| 
| 
| 





Chinese believe remainsgerious despite 
his apparently successful leadership re- 
shuffle in early October. There are 
rumours that the announcement of 
Qian's trip to Moscow when he met with 
Soviet Foreign Minister Eduard 
Shevardnadze in New York was in- 
tended to strengthen Gorbachov's hand 
before a Soviet central committee meet- 
ing that ended with the reshuffle an- 
nouncement. 

Now that China takes Gorbachov's 
commitment to both domestic and for- 
eign policy reform seriously, any inter- 
nal threat to Gorbachov also threatens 
Chinese interests. "Deng and Zhao 
both need Gorbachov, and Gorbachoy 
needs them," a diplomat concluded. 
"Once they decided they would eventu- 
ally have a summit anyway, there was 
every reason to have it sooner rather 
than later." 
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Qian; Rogachev: breakthrough on Cambodia. 











conservatively put at half a million, 
while locals claim the actual figures are 


probably double that. 
Illegal Indonesian entry to Peninsu- 
lar Malaysia is equally rampant 


Malaysian police catch a few hundred 
in each swoop but when deported, per- 
sistent offenders promptly find another 
boat to smuggle them back into Malay- 
sia. 

In an attempt at more effective de- 
terrence, especially of syndicates, the 
penalty for breaching the act, applicable 
to all offences without otherwise 
specified penalties, was raised from a 
maximum M$2,000 (US$749) fine or six 
months’ jail, to M$10,000 or five years’ 
jail. 

In addition, the amendments allow 
the director-general to prohibit any per- 
son or class of persons from entering or 
re-entering Malaysia, either for a stated 
period or permanently, a power previ- 
ously vested in the home minister. The 
director-general may also, "in his abso- 
lute discretion," issue a written order to 





cancel a pass or permit at any time if he 
is satisfied that the holder's presence in 
the country would be “prejudicial to 
public order, security, health or moral- 
ity." Appeals to the minister must be 
made within seven days and his decision 
is then final. 

The director-general — again in- 
stead of the minister — may also, in the 
interests of public security or for any 
economic, industrial, social, educa- 
tional or other reasons, limit the 
number of any class of persons entering 
Malaysia within a specified period or, if 
they are allowed to enter, limit the 
period of their stay 

Whereas previously an order barring 
the entry of a class of persons, on any 
grounds other than national security, 
would have to be presented to parlia- 
ment for approval — parliament having 
the power to rescind such an order 
within three months — that discretion 
now rests entirely with the director-gen- 
eral, with a final appeal to the minis- 
ter. 





LABOUR . 
Getting back to basics 


Unions seek to represent workers' interests over the state's 


By Elizabeth Cheng in Peking 


hinese labour unions are trying 

to get out from under the shadow of 
the communist party and regain their 
role of representing workers' interests, 
after years of being little more than a 
workers’ welfare agency and a party 
propaganda arm. But efforts at trade- 
union reform, begun some three years 
ago to meet the demands of the coun- 
try’s political and economic reforms, 
have been impeded by conservative 
union cadres, a confusion of purpose, a 
loss of credibility and internal corrup- 
tion. 

Party General Secretary Zhao 
Zivang openly admitted at the opening 
of the I 1th trade union congress on 22 
October that the party had neglected 
the trade unions’ function of protecting 
workers’ rights and interests. He recom- 
mended that trade union leaders be 
elected instead of the current practice of 
having the leaders appointed or re- 
moved by party committees or company 
directors. 

Ni Zhifu, chairman of the All-China 
Federation of Trade Union (ACFTU) 
went further, saying that trade unions 
must have the right to supervise, criti- 
cise, report and charge those state ad- 
ministrative departments and their em- 
ployees who encroach on workers’ in- 
terests. 

Union sources say most workers 
have no faith in their unions' ability to 
protect their interests. There are 


_ 380,000 grassroots unions in China with 


a membership of 100 million, or 90% 
of the industrial workforce. Although 
membership is voluntary, most workers 
join unions because of peer pressure. At 
foreign-invested enterprises, however, 
there is less pressure to form unions and 
so only about 25% of such enterprises 
are unionised. Apprentices and trainees 
are exempted from union membership. 

Union revenue comes mainly from a 
0.5% levy on members' monthly wages 
and 2% of enterprises’ monthly wage 
funds. Unions operate holiday homes, 
tours and other entertainment activities 


` for members. 


The unions' lack of credibility is due 


to historical reasons, officials said. Dur- 


ing those periods since the communist 
takeover in 1949 when extreme leftist 
ideology was dominant, unions that 
tried to support workers' interests were 


lambasted for committing the political 


crimes of "economism" and “syn- 


- dicalism." This line of argument has 





now been rejected by the party central 
committee, the officials said, but there 
are still many in and outside the unions 
who believe in the uniformity of 





socialist interests regardless of specitic 
problems faced by workers. 

In an address to the National 
People's Congress earlier this year, Ni 
said the country's highly centralised po- 
litical structure, which had turned the 
trade union into a work department of 
the party and government, as well as the 
practice of relying on professional 
cadres instead of union members to run 
the unions, had widened the credibility 
gap. 

Meanwhile, economic liberalisation 
has introduced a plethora of new enter- 
prises which have placed new demands 
on unions, ACFTU spokesman Shen 
Yuying said. Before 








lack legal protection in the absence of a 
comprehensive labour law, union offi- 
cials said. 

The union officials said they are 
ponds to help workers in cases of al- 
eged wrongful dismissal because they 
are not backed by any detailed labour 
law. They cited the case of a Hongkong- 
owned toy factory in Shekou that fired a 
worker for organising a strike of 30 
female workers to protest lengthy over- 
time work. The workers were unhappy 
with having to work four to six extra 
hours each day, including Sundays, in 
return for low overtime pay. 

When representatives from the 
Shenzhen City General Trade Unions 
asked for an explanation, the Hong- 
kong manager was reported to have 
said: "We do things according to the 
law, but you have no laws prohibiting 
extra assignments, no laws on working 
hours and the limits of the extra assign- 
ments." When told that there were local 
regulations governing overtime work in 
foreign-invested en- 





rz 


China's political and 
economic reforms 
were introduced, 
there were only state 
and collective enter- 


prises, but now 
there аге several 
kinds of Sino-for- 


eign joint ventures 
and private enter- 
prises owned by in- 
dividuals, sharehold- 
ers or partners. 

An immediately 
apparent problem 
facing Chinese 
unions today is the 
growing number of 
labour-management 
conflicts which seem 
to have left the union 
leadership out in the 
cold. Shen said 
nearly 100 industrial 











sen spontaneous strikes,  "LZABETH CHENG 


terprises, the ma 
ager dismissed the 
as unenforceable. 

Shen said the 
ACFTU does not 
support strikes as а 
way of solving la- 
bour disputes, 
though it does not 
forbid strikes. He 
said the feder- 
ation prefers using 
more conciliatory 
methods, such as 
discussions and 
negotiations, so as 
not to upset produc- 
tion. 

The time will 
come when unions 
will have to show 
their support or risk 





strikes took place in 
1987 and more than 40 were staged in 
the first half of this year. A large 
number of these took place in the Shen- 
zhen Special Economic Zone, China's 
model for economic reform located just 
across the border from Hongkong. Most 


of the strikes appeared to have been | 


spontaneous, with union officials enter- 
ing later and taking a conciliatory role. 


he official China Youth News daily 

said that just in Shekou, Shenzhen's 
most developed district, there were 21 
cases of work stoppages and strikes by 
temporary workers last year. The news- 
paper said a survey indicated that 90% 
of the disputes involved employer viola- 
tion of workers' rights and 10% had to 
do with low productivity and workers' 
"irrational demands." There are an esti- 
mated 300,000 temporary workers em- 
ployed by some 14,000 foreign-invested 
enterprises in Shenzhen. These workers 





worker rejection, 
analysts say. Shen, 
however, sees n 


quick solution to the dilemma of th 
ACFTU having to serve the interests of 
both the state and the workers, but indi- 
cated that a start to finding a solution was 
made last year with Zhao's call to sepa- 
rate the party from government and the 
government from enterprises as part of 
the economic-reform programme. 

Zhao, however, had to personally in- 
tervene in à dispute in Shenzhen early 
this year. The official Workers Daily 
said the dispute erupted when some 
party cadres at a Sino-Hongkong elec- 
tronics joint venture accused the Hong- 
kong management team of making too 
much profit. Their stance was appa- 
rently supported by the Chinese partner 
and production was impeded and the 
company almost went bankrupt. Since 
then, Zhao has come out in support of 
close cooperation between unions and 
government departments. 

"Since we are a socialist state, our la- 
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bour unions mist of course bes saved by 
7 the party but that doesn't mean every- 
thing should be decided by the party.” 
Shen said. While the party should con- 
inue.to set policy guidelines, organisa- 
| tional details should be left to the | 
| nions, he added. 

For a start. attempts are being made | 
to democratise grassroots representa- 
on through such methods as open elec- 
tions of union officials at shopfloor | 
levels instead of such officials being ap- | 
pointed by the party as in the past. 





uccess will 
$ aid. 














ters as housing allocation and job as- 
gnments, many make autocratic deci- 
sions with no consultation, Shen said. 
They allocate the best housing to them- 
selves and to their relatives and friends 
while ignoring those who need housing 
most. 

In a bid to curb such abuses, the 
ACFTU plans to reduce the number of 
professional or full-time staff — esti- 
ated. at 46,000 — over the next few 
ears. They will be replaced by part- 
me staff recruited from among union 





Paisal Sricharatchanya in Bangkok 

n a symbolically significant move, the 
Thai Government has approved the 
establishment of an Islamic-studies col- 

lege in southern Thailand. The action — 
eld up for years because of opposition 
by the security authorities — will help 
pacify an increasingly assertive Muslim 
ovement and prop up Thailand's 
таре in the eyes of the world Islamic 
mmunity, analysts said. 

Phe college, to be set up at the Pat- 
ni provincial campus of the southern- 
sed Prince of Songkhla University, is 
«pected to become operational next 
аг. А senior campus official said it 
uld offer four main courses: on gen- 
ral Islamic studies and Islamic law, his- 
гу and civilisation. The programmes 
ould initially produce bachelor-degree 
aduates, with longer-term plans for 
igher degrees. 

This ER UE a major upgrading of 
liversity-level Islamic studies in this 
edominantly Buddhist country. For 
the past five years, they were restricted 
a small section under the Songkhla | 
iversity's humanities faculty. Succes- 





| Such attempts have met with consider- | 
| able resistance from party cadres and | 
| be slow in coming, Shen | 


_ Many party cadres who also double | 
"as union officers hold jobs as factory | 
managers. Although they are supposed | 
to call meetings to decide on such mat- | 
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Journalists of the world unite 


! Along with a freer press has come freedom to form unions 


By Shim Jae Hoon in Taipei 


D le. Taiwan's newspaper publish- 
ers never had to confront militant un- 


| lonism. With government policy exclud- 
ing newcomers from the market, news- | 


paper publishing thrived, with huge 
profits funnelled into upgrading print- 
ing facilities and building office blocks. 

But with the end of martial law in 
July 1987, newspaper publishing's gold- 
en era also came to an end. With the im- 
plementation of political and social re- 
forms following the death of president 
Chiang Ching-kuo in January — and the 
consequent easing of many constraints 
on press freedom — a flood of new jour- 
nalistic endeavours has swept through 
the publishing industry here, bringing 
with it a degree of competition which no 
longer allows complacency. 

Perhaps even more worrisome to 
publishing's old guard is the emergence 
of militant unionism, which is threaten- 
ing to disrupt the cozy atmosphere of 
family owned and managed enterprises 
and owners' traditional control over 


sive past attempts to raise the section to 


college level were opposed by the Na- | 


tional Security Council (NSC) on the 
grounds that such an institution might 
expose young Thai Muslims to undesir- 
able foreign religious influences. 

In a May 1986 letter to the cabinet, 
the then NSC secretary-general Prasong 
Soonsiri voiced opposition to the col- 
lege proposal, citing government 
budgetary constraints and potential em- 

loyment problems for graduates. But 

is bottom line was linked to the sec- 
urity situation in southern Thailand. 
“Tran was trying to propagate an Islamic 
revolution in the southern provinces 
through violent means. It had offered 
assistance to the [proposed] college," 
the letter warned. 

The latest switch shows that the new 
administration of Prime Minister 
Chatichai Choonhavan has taken stock 
of a new wave of Islamic fundamen- 
talism prevailing in the Muslim-domi- 
| nated southern provinces (REVIEW, 26 
May). The growing assertiveness of 
Muslim MPs and local religious leaders 


uring four decades of martial-law | 


editorial content. Some young. foreign- 
educated journalists, anxious to help 
speed Taiwan along the road of reform, 
have linked up with publishing-industry 
workers in demanding a voice in man- 
agement and editorial independence 
from owners. 

It is ironic that the first enterprise 
affected by this trend is the China Times 
Group, publisher of The China Times. 
With a daily circulation of 1.2 million 
and boasting a reputation as perhaps 
Taiwan's most liberal newspaper, The 
China Times was the first to advocate 
progressive industrial relations by sup- 
porting a Labour Standards Law. 

The group also publishes The Chir 
Times Express and The Commerci, 
Times. By offering relatively higher 
salaries and better benefits than their 
competitors, the group has attracted 
some of the island’s best journalists. 

The China Times, the group's flag- 
ship, was launched 37 years ago by Yu 
Chi-chung, until recently a member of 
the ruling Kuomintang central standing 

























for some degree of religious and cultural 
autonomy was accompanied by a 
recent spate of Muslim-related ter- 
rorism. 

Although local-level political con- 
flict and other motives might have 
played a part, Muslim seccessionist ele- 
ments were also blamed for the burning 
of 11 schools and the killings of three 
Buddhist teachers since the July general 
election. Officials said they hoped that 
creation of the new college would help 
reduce tension. 

The new regime's change of stan 
was also partly attributed to successful 
lobbying by the Democrat Party, a part- 
ner in the ruling coalition. The party 
wanted to gain credit in the Muslim pro- 
vinces, after losing ground in the recent 
election. Since all foreign assistance to 
the new college will have to be channel- 
led through the state-run Songkhla 
University, Muslim sources said, 
the authorities could easily screen 
out any aid that was deemed undesira- 
ble. 

The government move was officially 
aimed at encouraging young Thai Mus- 
lims seeking higher Islamic education to 
study inside the country. However, 
Muslim sources told the REVIEW that 
university-level scholarships from 
religious institutions’ in the Middle 
East, averaging around 50 annual- 
ly, would continue to be fully sub- 
scribed. 
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committee. The 77-year-old, London- 
educated former psychological warfare 
Officer rose to the rank of lieutenant- 
general at the age of 35. 

Having single-handedly launched 
the newspaper — he personally peddled 
the first six copies of the mimeographed 
tabloid on the streets of Taipei — Yu, 
and now his two children, keep a tight 
rein Over group management. While 
son Albert runs The China Times, 
daughter Alice publishes The Commer- 
cial Times. “The chairman is disheart- 
ened by this unionism,” said Peng Yuan- 
chung, The China Times’ deputy man- 
aging director. “He doesn’t understand 
it.” 


To in The China Times came to 
a head in April when the newspaper 
voluntarily filed to set up a company 
union with the Taipei City Labour De- 
partment. Perhaps sensing the winds of 
change, the management sought to es- 
tablish a union under its control, with 
ost union officers picked from among 
e newspaper's executives. However, 
the initiative backfired. The leadership 
roster included 
checks on employees, as required by 
law. Such personnel are barred from 
union membership under the law. 
While the management's union ap- 
plication was stalled, three young repor- 
ters who specialise in union affairs for 


power. 


For a complete copy of the Review Sub- 
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the newspaper filed a 
rival application to set 
up a union to represent 
employees. It had 50 
signature endorse- 
ments, 25 from working 
journalists. 

Then, 21 reporters 
suddenly withdrew 
their endorsements cit- 
ing "pressure" from 
editors, leaders behind 
the second application 
said. The defection left 
only 29 endorsements, 
one short of the legal- 
ly required minimum 
for union  registra- 
tion. When the rival ap- 
plication leaders sub- 
mitted 100 new endorsements, most- 
ly from typesetters and other blue- 
collar workers, the labour department 
said it had already accepted a revised 
union roster put forward by the man- 
agement. 

The defeated would-be union lead- 
ers say they are convinced that manage- 
ment and the labour department "col- 
luded" to keep their union out and they 
reacted by organising two work slow- 
downs, forcing hours of delay in print- 
ing and distribution. The action forced 
management to accept an employee-led 
union structure. However, using va- 





Е 
The China Times ? liberal. 





Р . 
rious pretexts, manage- 
ment fired the three 


journalists who had 
organised the пуа! 
union-application ef- 
fort. 

Other newspaper 


publishers are viewing 
the events at the The 
China Times with alarm 
— especially what they 
perceive to be the new 
union's radical bent. It 
excludes from member- 
ship all employees from 
section or division head 
and above, classifying 








them as managerial 
positions. The union's 
first general meeting 


voted to expel 49 senior employees 
at executive level, including the 
newspapers vice-president and general 
managers. 

Yu senior and his family are even 
more concerned over some of the de- 
mands aired at the union's first general 
meeting. Its leadership wants to be con- 
sulted on all matters related to hiring 
and firing, promotion or demotion. 
And some union members argued that 
the time had come for a say in group 
management. "Who should decide the 
newspaper's policy?" asked a banner 
raised at the meeting. п 
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KOREA * 


Pursuing Pyongyang 


Roh's UN address highlights stepped-up bid for reconciliation 


By John McBeth in Seoul 

outh Korean President Roh Tae 

Woo has been enticing North Korea 
towards a political breakthrough in a 
manner unprecedented since the divi- 
sion of the peninsula. But there have 
been only vague signs so far that the 
North may be tempted to venture out of 
its corner and sample the bait. 

Roh's 30-minute address to the UN 
General Assembly on 18 October — the 
first by a Korean head of state — was 
well timed, coming only a fortnight after 
the conclusion of the highly successful 
Seoul Olympic Games and at a time 
when South Korea is making important 

rogress in its relations with the Soviet 
Mon and China. 

In a reciprocal speech the following 
day, North Korean Vice-Foreign Minis- 
ter Kang Sok Ju shed much of Pyong- 
yang's normal intemperate rhetoric. 
The recent establishment of formal rela- 
tions between South Korea and Hun- 
gary, reports that Seoul will soon open 
representative trade offices in China, 
the Soviet Union and four other Eastern 
bloc nations, and South Korea's other 
diplomatic of initiatives have all com- 
bined to throw Pyongyang off-balance. 

More important perhaps have been 
signs that Moscow and Peking are be- 
ginning to lose patience with their recal- 
citrant ally. Both have offered indirect 
endorsement of some of Roh's ideas, 
and Soviet officials have stated that they 
are considering a more even-handed 
stance towards the two Koreas. 

Recent North Korean radio broad- 
casts have acknowledged that times are 
changing and that the world is going 
through a relaxation of tensions, and 
have said this represents a good omen 
for Korean reconciliation. South Ko- 
rean officials, for their part, are looking 
forward to the sixth North-South par- 
liamentary meeting in November, after 
detecting a degree of flexibility in the 
North's stance at the last session on 13 
October. 

The idea for Roh to address the UN 
was first broached in August when 
Seoul asked Washington and several 
other friendly nations to assist in what 
US officials initially thought would be a 
fruitless exercise. The Soviet Union, 
China and North Korea all predictably 
refused to consider the proposal, even 
after it was pointed out that Seoul would 
take a non-confrontational approach 

and had no objection to Pyongyang de- 

- livering its own statement. 

- The South Koreans persisted and, 
largely through their own efforts, man- 
ей to work out a compromise formula 
where it was agreed the two Koreas would 





speak to one agenda item: the promo- | 
tion of reconciliation, peace and dialogue | 


on the Korean peninsula. For reasons 
which may seem puzzling, the North Ko- 
reans saw the compromise as a victory. 

Roh made no mention of South 
Korea's long-standing ambition to join 
the UN, something the North bitterly 
opposes because of the way it will serve 
to perpetuate the division on the penin- 
sula. Seoul officials said they have play- 
ed down that issue in the interests of get- 
ting the North to the negotiating table, 
but the president's appearance at the UN 
was important symbolism all the same. 

Apart from renewing his offer to 
meet communist leader 











South Korea [Roh] could be charged 
with violating the law if he were to come 
to Pyongyang." 

Ruling Democratic Justice Party 
(DJP) officials say the controversial 
legislation is one of a large number of 
laws that will come under scrutiny in the 
national assembly, possibly before the 
end of the year. But both the DJP and 
the opposition parties expect the law to 


be revised rather than repealed — a 
move that may not meet the North's ex- 
pectations. 


Kang repeated North Korea's now 
routine demand for the withdrawal of 
US troops and nuclear weapons from 
South Korea, and called for a phased re- 
duction of forces on either side of the 
demilitarised zone (DMZ) between the 
two countries. The timetable, however, 
remained unclear. During the North- 
South parliamentary exchanges at the 
DMZ village of Panmunjom, one North 
Korean official broke new ground when 
he told newsmen that Pyongyang would 





Kim Il Sung in Pyongyang, 
Roh called for a summit 
meeting of the US, the 
Soviet Union, China, Japan 
and the two Koreas to lay 
the foundations for a per- 
manent peace settlement. 
He also suggested the estab- 
lishment of a so-called "city 
of peace" on the border to 
facilitate trade exchanges 
and the reunion of families 
separated since the end of 
the Korean War. 

There are areas of con- 
vergence between the two 
Koreas. Both sides agree, 
for example, that they must 
conclude a non-aggression 
pact and replace the current 
armistice with а peace 
agreement. For years. the 
North insisted that only the 
North and the US should be 
signatories to a peace agreement, a pos- 
ition unacceptable to South Korea, but 
in his speech Kang again referred to 
tripartite talks. 


н 





Ithough he did not address himself 

to Roh's proposal for a six-party 
summit, Kang welcomed the prospect of 
top-level bilateral talks in Pyongyang. 
He did indicate, however. that such a 
meeting was contingent on the US and 
South Korea calling off their annual 
Team Spirit joint military exercise. If 
they were not ready to do that, the two 
Koreas could begin with lower-level po- 
litical and military talks aimed at reduc- 
ing tensions, 

Kang also repeated a recent proviso 
that before а Pyongyang summit was 
possible the South would first have to 
repeal its anti-communist National Sec- 
urity Law, pointing out with a bizarre 
touch of humour that as things stand 
now “even the highest authority of 





Roh with President Reagan: six-party summit. 











not insist on а US pullout befor 
the conclusion of а non-aggression 
pact. 

The murkiest issue is the formula 
under which the two Koreas would 
achieve or at least pave the way for 
reunification, a seemingly impossible 
dream at this point, but a subject Kang 
dealt with in considerable depth in 
proposing the formation of a so-called 
Democratic. Confederal Republic of 
Koryo, a concept first put forward by 
the North eight years ago. 

Roh described the proposal as “im- 
possible" and “unrealistic” and said 
cross-recognition of the two Koreas by 
China and the Soviet Union on the one 
side, and the US and Japan on the 
other, would ease confrontation and 
promote reconciliation. That is an ide: 
the North refuses to consider, but at this 
early stage, when just getting around to 
à dialogue seems a difficult enough hur- 
dle, it probably does not matter. п 
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One of Germany's contributions 
to uniting the nations. 





C2 Lufthansa 


Money talks. 
And we Speak all 
its languages. 


With 27 branch offices in Asias major finan- scope of our trade finance capabilities. 
cial centers as well as 7 in California, Security We offer an integrated network structured 
'acific Asian Bank" is obviously well equipped to to meet the rapidly expanding needs of exporters 
meet the commercial and banking needs of clients апа importers on the Pacific Rim. 
on both sides of the Pacific. We offer a full range of trade finance serv- 
What may not be quite so obvious is the ices that include everything from basic documen- 


Hong Kong (852-5)841-1811 Japan (813)587-4800 Korea (822)757-6850 Malaysia (603)238-9855 Singapore (65224-4122 Taiwan (886-2)777-5533 





tation to personalized assistance in navigating So whether your business is in Tokyo or | 
foreign exchange matters. we can help you tailor your trade financing 
But perhaps most importantly, we offer meet the unique needs of that particular are: 
expertise. It all comes down to expert personalize 
Our officers are well versed in the com- service. A concept that, at Security Pacific Asia 
plexities of conducting business on the Pacific Rim. Bank, needs no translation 
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Security Pacific Asian Bank S 
Thailand (662)234-7030 Philippines (632)850791 © 1988 Security Pacific National Bank It lakes ап едо 





The legend unfolds in Singapore. 





th 


THE ORIENTAL 
SINGAPORE 


The Oriental Bangkok and personal service and elegant 
Mandarin Oriental Hong Kong have each accommodation that is the essence of 
become a legend, recognised (Пе legend is captured here. 
internationally as the finest hotels Set amid spacious parkland, just 
in the world. But now minutes from the heart 
they are no longer alone at the top. — of the city and commanding 
Fortunately, they are joined by spectacular harbour views, 
their new sister hotel, Тһе Oriental is perfectly 
The Oriental Singapore. poised to introduce 
The same impeccable you to the legend. 


MANDARIN ORIENTAL" 
THE WORLD'S FINEST HOTELS 





The Oriental: 5 Raffles Avenue, Marina Square, Singapore 0103. Tel: 338 0006, Thx 29117, Fax: 339 9537. 
Bangkok • Hong Kong * Jakarta • Macau * Manila + San Francisco • Singapore • The Excelsior, Hong Kong (Associate). 
Reservations: Hong Kong (5) 486606, Singapore 339 0033, 339 0066 (toll free from Kuala Lumpur), your travel agent, 
The Jeading Hotels of th®World or Utell International 














€ LAST week'scover feature summed 
up the difficulties China will meet in try- 
ing to slam on its economic brakes, re- 
duce inflation, cool overheating of the 
economy, eradicate corruption, control 
the money supply and possibly raise in- 
terest rates. The Dengists usually argue 
that the processes of liberalisation, 
door-opening and decentralisation will 
succeed because the policies have ac- 
quired such popular impetus that no 
conservative faction within the party, 
administration or the army could find а 
power base from which to stop or re- 
verse the flood of reform. 

Personally I think they are right. Un- 
fortunately these same arguments 
(which admittedly play down the level 
of possible urban unrest if inflation con- 
tinues and supplies of daily necessities 
dwindle) can be marshalled with equal 
validity to prove that Peking's efforts to 
apply the economic brakes will be fruit- 

3S. 

Hongkong will further complicate 
the process: how will Peking begin to 
control improper practices (to say no- 
thing of the rising level of corruption) 
on the part of mainland-controlled 
Hongkong companies set up by Chinese 
enterprises? The enterprises in question 
range from villages and municipalities, 
from party cadres to smugglers of anti- 
ques, from groups of would-be entre- 
preneurs to cliques of people with good 
connections — including close family 
ties to the very top. Their Hongkong 
connection is often a shelf company 
with its beneficiary owners well con- 
cealed by the names of Hongkong mid- 
dlemen. And Hongkong's new disclo- 
sure regulations do not make such hid- 
den ownership illegal. 

€ SOME of the new set-ups in China 
are extremely ambitious. A reader sent 
me a recently issued Articles of Associa- 
tion ofthe Shanghai Comprehensive In- 
“mation Exchange which, duly ap- 
, coved by the city's municipal govern- 
ment, set out its aims as (1) To develop 
the international and domestic economic 
information resources; (2) To link up the 
demand and supply channels in various 
fields; (3) To promote the growth and the 
completion of the market system; (4) To 
promote the vigorous development of in- 
formation. 

The exchange's scope of business 
is equally all-embracing: (1) To intro- 
duce, to the corporate enterprises, the 
international and domestic clients, the 
companies and factories of shanghai and 
other cities and provinces; (2) To ex- 
change the informations of foreign eco- 
nomic and tfade, finance, investment, 
materials, consumer products, labor 
technology, house property, leasing and 
auction of the enterprises etc; (3) To 
privide information technology; (4) 
Communication consultation; (5) Legal 
notarization; (6) To be the agent; (7) To 
provide the computer data base service; 
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(8) To provide the large size screen ad- 
vertising demonstration; (9) To under- 
take different kinds of fairs, ordering 
conferences, new product introduction 
conferences, news conferences etc, to ar- 
range the necessary conference halls, 
hotel accommodations, and trafic such 
as to reserve hotel rooms, train tickets, 
steamertickets and air tickets etc. 
Ambitious indeed, and many of 
these services are badly needed (they 
could well add proof-reading to the list). 
But the Exchange appears just a little 
uncertain of its nature: the Articles of 
Association also state that it is an enter- 
prise of a kind of medium of which the 
main shareholders are the state-owned 
enterprises. Nancy Reagan might con- 
sult them. 
€ ENTREPRENEURISM in China is 
alive and well. Promotional language is 
finding its way onto calling cards, as 
with this one recently handed to Tom 
Hansson: 





SHANXI PROVINCIAL TOURISM BUREAU PROMOTION | | 


& LIAISON DEPARTMENT DEPUTY CHIEF 
TOURISM IN LENGTH AND BREADTH EDITOR-IN-CHIEF | 


WANG BINGWU 





But that has nothing on another card 
presented to Betty Wei Liu: 


dh WK AK 


YANGZHOU BIG DRINK SHOP 





S 


Rs 


b. HICKS IEE 


A LÀ LIU QUANFA 


Secretary of Communist 
Party Vice Chief Manager | 





The card features a literal translation 
of the characters for "Big Drink Shop" 


— the more usual translation for which | 


is "Hotel." As for the job description, 








the translation should be (Party) Secret- | 


ary and Deputy General Manager; now 
it looks as if the Party is modernising it- 
self by putting managerial types in 
charge. 

Ф THE hospitality of China's hotels is 
often blunted by notices in the guest 


rooms signed by the local Public Sec- | 


urity Bureau (PSB — China's secret po- 
lice boys are responding slowly to the 
new open-door policies). Those issued 
by the Canton Municipal PSB are not 
couched in as threatening terms as those 
in Shanghai, for example, but one 
розра of the notice one recent vis- 
itor found reads: Lecherous acts, pros- 
titution, drugs-taking and trafficking. 
smuggling, gambling, wrestling or any 
other outlawed activities are strictly for- 
biddened. 

I did not realise that wrestling was 
forbiddened in China; l'm not quite 
sure what the security boys would re- 
gard as being a lecherous act, and it is 
difficult to see how one can engage in 
smuggling in a hotel room. 

€ A RECENT issue of the Fujian 
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Trade and Investment Review carried a 
titillating advertisement, culled by 
Jean-Claude Froidevaux. for Fuzhou's 
Hot Spring Hotel where, it promised, 
Business can be mixed with pleasure. 
The blurb read: 


Fuzhou a renowned commercial and industrial centre 
capital of Fujian province. and natural birthplace of 


Chinese nationals living overseas, 15 abundant with its 
soapstone. cork carvings. shoes and the infamous Wulong | 
Tea | 


| At the end of the day, relax in enjoyment with а massage. | 


sauna or workout at the health club. or even а dip in the 
pool. For evening entertainment, the discotheque is 
notonous for it’s finest lighting and sound systems 


The visitor can obviously feel quite 
at home sipping infamous tea in a 
notorious discotheque. 

The tea was not the same brand as 
that bought by Jorge Choy in Peking, 
which offers imbibers many rewards: 





€ THE moon in 


figures 
Chinese literature, even of the promo- 
tional variety. Thomas Dahmer discoy- 
ered this brand of tissue paper 


largely 






пша wADE IN CHINA 


Eric Lynge works in pig improve- 
ment and believes "the future is pork!" 
He will undoubtedly read our a forth- 
coming REVIEW feature on Superpig 


| with interest. Meanwhile, he has disco- 





vered a prettily. if inappropriately, 
named toilet paper. Its users agree it is 
most tenacious, but will not testify to its 
absorbency: 


Green Bamboo 


SUPER GRADE 
HYGIENIC SOFT 
MOST TENACIOUS & ABSORBENT 


MAU Ae COMA 
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endins International Parcels And Documents UPS Is As Good As Taking Them There Yourself 


For further information call Australia: Rohlig Australia Pty Ltd + Tel 662-4099 Brunei: layapuri (B) Sdn Bhd + Tel (673-2) 20119/23664 China, Peoples Republic of 
China National Foreign Trade‘ Tel 831-2928, 831-3181 Hong Kong: UPS- Tel 3-345402 Indonesia: PT Global Putra Indonesia» Tel 351424-3805702-343946-356314 
® Trademark and service mark of United Parcel Service of America, Inc , of USA 
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Pos can deliver parcels But at UPS we bring a unique dedication to this task 
Because while we are usually the most economical, one thing 
that really matters to us is our reputation for being the most trusted 

A trust shared by every one of the Fortune US 500 

We have earned this reputation by performing our simple task with a passior 

By recognising that in our business success is measured one delivery at a time 
The UPS network now extends throughout Europe 

the Pacific, Australia and North America 
However, even including 600 million addresses in China 
we cannot claim to be the best known international delivery service Yet 


But whatever happens, the strength of UPS will always be our service Not our size 


Б 
Ups 


Unıted Parcel Servıce 


As sure as taking it there yourself 








Japan: UPS- Yamato Express Service Co., Ltd * Tel Ichikawa (0473) 27-6121 Korea: KAF Sinhwa Building* Tel (02) 718-9141/5 Macau 


Lini 
345402 Malaysia: United Parcel Service* Tel 7335677 New Zealand: FLI CARGO (N Z ) Ltd * Tel (09) 275-4009 Papua New Guinea: RL 
Ltd • Tel 675 251511 Philippines: DelBros, Inc * Tel 472241 Singapore: UPS * Tel 289-1111 Taiwan: UPS * Tel. 7170580 Thailand: | 
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NOW A NEW DIMENSION IN VOLVO MOTORING. 
Introducing the unique Volvo Advantage 


THE VOLVO Programme. 
ADVANTAGE PROGRAMME. The Programme offers you 24-hour 


roadside assistance, pick up and 
delivery service, temporary replacement 
of your car and providing genuine Volvo 
parts. 


You will even be offered the use of a car 
or alternative transportation while your 
Volvo is in for a scheduled service. 


And you will have your own specially 
appointed Volvo person to attend to all 
your car’s needs. Like reminding you 
when your Volvo is due for service and 
making sure parts and a replacement 
car are ready when you bring your cari 
So take advantage of our Volvo 
Advantage Programme today. 


Details of the Volvo Advantage 
Programme may vary from country to 
country. For full details, please contact 
your nearest Volvo dealer. 


VOLVO 
Making Cars Safer 





welve centuries of Vikina 
saga leave their mark 


"hey once called them Vikings, as they came sailing out of 
their north European fastnesses in the 8th century. In their 
i incredibly hardy longboats they roamed much of the north- 
ern hemisphere long before the southern Europeans ventured 
out of sight of land. If the legend is credited, Vikings under Eric the 
Red probably found America, and certainly settled Greenland, in 
986 — 500 years before Christoper Columbus turned up in the 
Carribbean. 

Vikings raided if the raiding was good, but often they settled — 
in Spain, Sicily, Malta and right into Byzantium at the gates to 
Asia. After centuries of fighting across Britain, the Vikings became 
an important part of that race we now call English. It was a King 
Knut (or Canute) who first extended law and order to more or less 
the boundaries of present-day England. And it was another de- 
scendant of a Viking from France’s Nor- 
mandy (place of the Norsemen) who, in 
1066, established the line of British 





bouring countries of Norway, Denmark, Sweden and Finland. 
s first three have colourful histories of kingdoms rising and 
alling. 

Norway was a kingdom more than 1,000 years ago, then en- 
tered into a union with Denmark and Sweden and then, as recent- 
ly as 1905, became a sovereign state again under the old line of 


kings. 

uS has been a kingdom since the 10th century, and it 
was in 1013 that Knut the Dane took over England for 20 years. In 
1397 came the union already referred to; then Sweden broke 
away from the three-way union in 1523, and Norway joined 
Sweden in 1815. 

Sweden was unified in the 11th century, and in the 
17th century became one of Europe's great powers. At one 
time it ruled areas of what today we 
call Germany, Poland, Finland, the Bal- 
tic States and Russia. But the 18th 


sovereigns who occupy the throne to this 


ay. 
Today we call this fabled breed Scan- 
dinavians, from a name the Romans gave 
the dark forests, waters and mountains 
northwards from Germania. But the re- 
gional name is vague, sometimes includ- 
ing Iceland and the Faroes. So Nordic 
. was adopted as describing the four neigh- 
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This special feature was written by 
David D. Gray in Stockholm 
and Copenhagen, 

Paul Service in Helsinki, 
Mette Karina Thorp in Oslo and 
Alan Chalkley and Nina Reed 
in Hongkong and Singapore. 





century saw other great powers flex- 


ing their muscles — Prussia, Rus- 
sia, Austria, France, Britain, Hol- 
land. 


Sweden shrank back to earlier boun- 
daries. The other powers went war- 
ring and conquering across Europe and 
the world, making and breaking al- 
liances right down to the present day, 
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Wir NELLO КТО, по Ош ЮЧ 
‘Globetrader” 


Elof Hansson - the global trader active in pulp, paper, 
timber, building material, machinery, steel, chemicals, 
textiles, foodstuffs, consumer goods. 


Elof Hansson - the effective link between producers, 
distributors and end-users all over the world. 


Elof Hansson - the international trading house 
with expert capabilities in marketing, 
financing, shipping, countertrade, 

project coordination. > 


Elof Hansson - the globetrader 


Fórsta Langgatan 17, S-413 80 Göteborg, Sweden. Tel. 46 31 85 60 00. Telex 2530. Telefax 46 31 12 67 35 
Subsidiaries in Barcelona, Basel, Beijing, Bombay, Brussels, Copenhagen, Drammen, Geneva, Hamburg, 
Helsinki, Hong Kong, Jakarta, London, Melbourne, Milan, New York, Paris, Philadelphia, Sao Paulo, 
Singapore and Tokyo. Sales Agents in 110 Countries 
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and Sweden has since said: “Enough! We are neutral.” 

Finland was a mysterious place of vast forests and 70,000 lakes 
for centuries, inhabited by a people speaking a rare language and 
fighting off strangers, until it became a duchy of imperial Russia 
more than 700 years ago. In 1919 it became once again indepen- 
dent, and has arittily remained a republic ever since. 

Finland has given the world a charming legend which has be- 
come an inseparable part of the Christmas festival. When Santa 
Claus delivers gifts (even in non-Christian Asia) he drives a sleigh 
with reindeer, Finland’s unique domesticated animal. 


Wide traces 

Thus today Scandinavia is again the seat of three kings and a 
tough republic. Four free countries independent and proud of 
their past. Some of Norway's old kings are buried on the Scottish 
island of lona (next to the real king Macbeth famous in Shakes- 
peare’s play). It was Vikings who formed the palace guard of the 
Roman Emperors in Byzantium. 

It was Vikings who founded a dynasty called Russ 11 centuries 
ago, centred on a town we now call Moscow. You will find Viking 
traces all along the Mediterranean from the Pillars of Hercules to 
Greece and Lebanon. And North America could have become 
part of a Norwegian or Danish empire 1,000 years ago. 

The Scandinavians have never lost their skills of the sea, 

ugh today they do trading rather than raiding. The four coun- 

s are now up in the top ranks of the richer countries: the GNP 
per person varies from about US$11,000 in Finland and Denmark 
to US$12,000 in Sweden and US$14,500 in Norway, and is 
thus at about the same level as Japan. But real economic growth 
has fluctuated recently. 

Denmark's is on the rise from a stagnant 1987, following high 
growth in 1985-86; Norway, growing strongly in 1985-86, was hit 
by low oil prices in 1987 and is recovering only slowly; Sweden's 
growth has see-sawed — up in 1985, down in 1986, up in 1987; 
Finland has grown fastest on an average but from a slightly lower 
base than the other three. 


Economic patterns 

All four countries depend greatly on foreign trade: exports as a 
percentage of domestic product are around 47% in Norway, 
37% in Denmark, 35% in Sweden and 30% in Finland, and these 
percentages have risen sharply in recent years. Thus they are 
keen traders and, with very minor exceptions, supporters of free 
trade. 

Although some Danish and Swedish foodstuffs are familiar on 
world markets, all four countries have become heavily indus- 
trialised, and agriculture now accounts for less than 10% of total 
value-added in all of them. Industry accounts for 43% in Norway, 

i% in Finland, 31% in Sweden and 24% in Denmark. 
Being small countries (the total population in the four is only 
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about 23 million), they make their way in a tough trade world by 
specialising. With few raw materials, they all aim to make “world 
best” products — fine steels, fine machines and vehicles 
wood-products, etc. — and they especially export fine skill 
the worlds of marine design, goods handling, and materials f 
cessing, refining and machining it is remarkable how often Scar 
dinavians appear among the acknowledged experts, as pragmati 
scientists and technologists, 





Familiar names 

In consumer goods, widely marketed Scandinavian pr 
range from Lurpak butter, Kjeldsen's cookies and Ca 
to Ikea and Ulfert furniture to Ericsson telephones and 
sweepers to Saab and Volvo cars 

Out of the Nordic countries flies a most unusual 
dinavian Airline System (SAS) is jointly owned b: 3 
ments and private sectors of Denmark, Norway and Sweden — a 
rare example of partnership in an industry whi ch s Very 
nationalistic in character. It helped to ey pote dn erate T 
ways International, and still has a cooperative accord 
Bangkok's airline. It is now seeking coordination of routes and 
frequencies with Australia’s Qantas. 

And winter sports enthusiasts the world over owe a lot to the 
Norwegians. They invented the ski.” @ 


Sweden taps the 
New, New World 


weden's ties to the Far East go back about 200 years, to the 
Ch'ing Dynasty, when Sweden, through links with the East 





Electrolux 








India Co., imported Chinese porcelain. The emergence 

Swedish trading houses in the late 15th century — Gadelius, Elo! 
Hansson and Axel Johnson — shifted trade emphasis to the ex 
port of Swedish iron ore, pulp and paper, and steel. Imports wer 


mainly textiles and spices 
Following Sweden's transformation from an agrarian natios 
into a high-tech industrial powerhouse, trade has bee 
manufactured goods. Last year, Sweden exported US$2.5 billi 
worth of Volvo and Saab vehicles, SKF bearings, Alfa-Lava 
aration equipment, Sunds Defibrator and Kamyr pa 
machinery, ABB power generation and transmis 
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sion equipment 


and other products to the Far East. Imports amount 5$: 
billion, leaving Sweden with a trade deficit of about US$1.6 ! 
lion. 


"explosi е” is ) ex 
n ave 


To call Far Eastern growth 
Sweden's exports to the region have increased 


year since 1980. Last year, they surged 23' 





Logs for paper патта dependence on foreign trade. 


WORLDWIDE COMMITMENT 
TO MOBILE COMMUNICATIONS 





mobile telephones, wide area pagers, and cord- 
less telephones. What unites these business 
areas is Nokia-Mobira's worldwide commitment to 
mobile communications, to supplying products and 
services that give the user greater mobility. Nokia- 
Mobira is an international company, serving custom- 
ers in 24 countries. 


№: designs and manufactures cellular 





Main business areas 


Cellular Mobile Telephones 

The production and marketing of mobile tele- 
phones account for the lion's share of Nokia-Mobira's 
turnover. The market leader in Scandinavia, Nokia- 
Mobira has a strong position in Western Europe, 
North America and Asia. The company's share of the 
world cellular telephone market is over 13 percent. 





The Messenger 

Nokia-Mobira makes pagers for wide area paging 
networks in Scandinavia, France, Austria, Taiwan and 
North America, and operates Cue Paging, the most 
«comprehensive paging network in the USA. 


SEM-EXACT & GREY 


Cordless Convenience 

Nokia-Mobira has introduced an analog cordless 
telephone, and is engaged in the development of digi- 
tal cordless telephone technology. 





Part of Nokia Group 

Nokia-Mobira is part of Nokia Group, whose oper- 
ations in telecommunications and electronics comple- 
ment Nokia-Mobira's specialization in mobile commu- 
nications. 








NOKIA-MOBIRA ^ 


for mobile communications 


Nokia-Mobira Oy, P.O. Box 86, SF-24101 SALO, Finland. 
Telephone + 358 24 6101. Telefax + 358 24 610 435. 


Let's keep in touch! 
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roughly 6% of all exports. And 

between 1980-87, six out of 

Sweden's seven fastest-growing 

a countries were in the Far 
t 


“Faced with sluggish sales in 
North America, due to the weak 
dollar, car companies are step- 
ping up marketing efforts in 
Europe and the Far East,” says 
Bengt Odmann, vice-president 
of sales and marketing at Saab 
Car Division. His remark is 
echoed by leading Swedish 
businessmen. 

Swedes smile diminutively — 
a Bjorn Borg smile — when their 
country is called the “Japan of 
the north.” They quickly point out 
that this is a gross exaggeration. But for a country of eight million 
inhabitants, the success has been remarkable. Last year, Fortune 
ranked 20 Swedish companies among the world's 500 largest in- 
dustrial concerns outside the US, and Sweden's Nordic neigh- 
bours — Norway, Finland and Denmark — mustered another 14. 

Part of the success lies in the emphasis on quality and innova- 

2ness. “High technology comes easy to most Swedes,” says 
Peter Wallenberg, vice-chairman of Sweden's S-E Banken. 

This may be true, but large amounts of investments in research 
and development have also played a key role. This year, industri- 
al investment in Sweden continued to shoot upward, and is ex- 
pected to attain a record level. These were the findings of Swe- 
den's Central Statistical Bureau (SCB), which forecast an increase 
oed over last year, which would amount to a record US$6.5 

illion. 

А higher degree of capital investment is also targeted for the 


Volvo truck: export success. 
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Far East. Last year, the Bank of 
Sweden received 114 permit ap- 
plications for direct foreign in- 
vestment in the Far East — up 
considerably from a few years 
back. The value of these re- 
quests was US$66 million. And 
while not all permits are utilised, 
it demonstrates Sweden's willing- 
ness to commit capital to the re- 
gion. Most of the permits were 
for Japan and the Four Asian “Ti- 
gers" — Hongkong, Singapore, 
South Korea and Taiwan. 

But a rise in permit requests 
was also noted for the "tiger 
cubs," Thailand, Indonesia and 
Malaysia, which are generally 
considered to be the next wave 
of newly industrialised nations. Thailand, in particular, was sin- 
gled out as the fastest growing market in the Far East. Sweden 
supplies Thailand with pulp and paper machinery (Sunds Defib- 
rator), separation and thermal equipment (Alfa-Laval), welding 
equipment (SIAB) and other technologies. 

"The centre of the world is shifting," says Jacques Delombre, 
executive director of SKF Asia Pacific. SKF, renowed for its ball- 
bearing technology "used to be preoccupied with defending itself 
in the European market. Next, it was the New World. Now, we 
have а ‘New, New World'." 

Lars Ellstrom, vice-president of Handelsbanken, agrees. 
"Compared with heavily-indebted countries in Africa and South 
America, the Far East is highly attractive. We're talking about cre- 
dit-worthy countries that pay their bills." Handelsbanken, to- 
gether with other Swedish banks, has been a leader in pursuing an 
aggressive campaign in the region. Ф 





Bold entrepreneurs still trade 


S weden's venerable trading houses — Gadelius, Elof Hansson 
and Axel Johnson — resemble giant octopi whose tentacles 
stretch into every aspect of Swedish industry. Primarily family- 
owned, these businesses were started by bold entrepreneurs 
who envisioned a link between Sweden and foreign markets. 
We see these men today on faded photographs, sipping tea 
t Japanese merchants, signing contracts in the shadow of Mt 
uji. 

In the early days, trade consisted mainly of exporting Swedish 
. 0р, lumber or iron ore, and importing textiles, for which a com- 
mission was charged. Today, the market has grown increasingly 
complex, and Sweden's traders have had to establish vast net- 
works of contacts and resources to serve their clients. Not only do 
they export and import goods, but arrange financing, track indi- 
vidual shipments through all phases of shipping and documenta- 
tion, and work as consultants. 

"The number of transactions on a commission basis is small," 
says Bo-Elof Hansson, president of Gothenburg-based Elof 
Hansson. "The great majority of our business transactions are on a 
firm order basis, which means we buy directly from a manufac- 
turer and invoice and finance the buyers." 

Elof Hansson was founded by the son of a Swedish farmer 
who, through contacts with a Japanese trading house, began to 
sell pulp to the Far East. This was a natural development, since 
most of Sweden is covered with forest. Today, Elof Hansson is 
Sweden's largest trading house in the pulp and paper sector, as 
well as machinery. Last year the Group exported more than 
700,000 tonnes of pulp and paper products. 


Big in China 
Elof Hansson, generally regarded as the dominant Swedish 
force in China, has traded with that country since the turn of the 


century. Following the 1949 revolution, it became the first 
Swedish company to resume business with China. Today, annual 
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imports of Chinese-made gloves, leather goods and fabrics aver- 
age about US$23 million. Exports of Swedish pulp, paper and 
machinery are about the same. 

For Elof Hansson, the spearhead effort of the 1970s was a new 
emphasis on selling paper-making machines and other Swedish 
technology to China. This focus paid off. In recent years, the com- 
pany won contracts for three complete used machines valued at 
about US$14 million. As it turns out, the used equipment, no 
longer needed in Sweden's highly automated pulp and paper in- 
dustry, was ideally suited to China's level of development. Elof 
Hansson used its expertise in shipping and installation work to in- 
stall the mills in Yibin, Jilin and Dandong for production of fine 
paper, newsprint and magazine paper. 

Elof Hansson cooperates with the major pulp and paper 
equipment suppliers in the Nordic region. It recently announced, 
for example, that it would sell a Sunds Defibrator (Sweden) pulp- 
ing plant to the Chinese Import- Export Organisation. The con- 
tract is valued at some US$7.8 million and includes Valmet (Fin- 
land) and Cellwood-Machinery (Sweden) as secondary suppliers. 
Technical and commercial negotiations took about three years 
before a contract could be signed. 

Years of experience have taught Elof Hansson executives to 
temper their expectations regarding the Far East. The Chinese 
order boom of the early 1980s has diminished. "What's needed is 
capital and patience," says Lennart Brandin, executive vice-presi- 
dent of Elof Hansson. "At first there was a 'gold rush' attitude 
toward doing business in China. That has now been replaced 
by a sense of patience and cooperation in ironing out the de- 
tails." 


Steel and the East Bloc 
In the trading of oil, steel and metals, Axel Johnson Interna- 
tional plays a leading role in the Far East. The company's 
worldwide business volume is about US$5.6 billion and it has 
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Turbo-charger heading for service: complex market and strong competition. 


24,000 employees in some 30 countries. That makes it Sweden's 
largest trading house. Sales to the Far East account for 5-10% of 
sales, says Soren Collin, financial manager. 

Through branch offices in Singapore, Hongkong and Seoul, 
Axel Johnson trades products ranging from oil and ores to 
specialty steels and metal concentrates. Collin, just back in Swe- 
den from a trip to Hongkong, lists other products such as copper- 
clad laminates, traded to the Japanese electronics industry, and 
Malaysian lumber. In the speciality steel market, he says, Axel 
Johnson deals mainly with Avesta, SSAB, and other European 
steel companies. 

“During the 1980s, we've acted as intermediaries in 15 pro- 
jects where entire plants were sold, among others, to the steel in- 
dustry," says Lars Sten, a 20-year veteran at Axel Johnson, who 
formerly headed the Peking office. "We've also sold machinese 
from KMW for the pulp and paper industry, coating, fibreboard 
and glueing plants, and instrumentation like vibration measuring 
instruments from SPM of Strangnass, Sweden." 

In a unique twist, Axel Johnson discovered that its long experi- 
ence in trade with East Bloc countries was a plus in the Far East 
Says Collin: "We're doing a strong business in this niche. A good 
example is our sales of machine tools made in East Germany to 
fast-growing markets like Indonesia and Thailand." 

"It's not easy making money in the Far East," acknowledges 
Collin. He cites the complexity of the market and high degree of 
competition as two problems. The remark may provide a hint as 
to why Axel Johnson Eastern closed its office in Japan recently. 
For now, activities in the region are run primarily from Hongkong, 
Singapore and Seoul. "Out here you have to be an entrepreneur," 
adds Richard Hoberg, managing director of the Singapore of- 
fice. 

Gadelius AB, arquably Sweden's most prestigious Far Eastern 
trading house, boasts offices in 15 countries ranging from South 
Korea to Indonesia. But its largest office by far is Japan, where the 
company has a well-trained staff of 1,200. It was in Japan, after 
all, that founder Knut Gadelius first got a foothold in the market, 
and it is in Japan that Gadelius is still strong. 

Gadelius is owned by Flakt, a workd leader in air handling 
technology, which in turn is owned by Asea Brown Boveri (ABB). 
Thus, it is natural that Gadelius is actively involved in selling Flakt 
systems for external environmental control, Asea robots for the 
automotive industry, control valves fór nuclear plants, and pro- 
cess equipment for steel mills. Gadelius also sells Kamyr plants 
and other equipment for the pulp and paper sector. Sales in 








Japan last year amounted to US$297 million, or about 83% of 
group invoicing 

Most recently, due to the formation of the new Swiss-Swedish 
ABB Group, Gadelius will have its hands full. Gadelius Presdient 
Goran Holmquist says that support of ABB will have a top prior- 
ity. 


People power 

“People Who Add Value" reads the cover of a people-oriented 
magazine format in Gadelius' annual report. Like so many other 
trading companies, Gadelius knows the importance of finding 
and keeping top calibre personnel. But unlike other trading com- 
panies, Gadelius is launching a major development drive. The 
company recently stepped up recruiting efforts at Japan's top pre- 
patory schools and, last year, established the Gadelius Business 
School for training Group employees in management, sales, 
technology and personal development. 

Gadelius Kamyr in Japan reported a record high order volume 
of US$102 million. The company markets equipment for chen 
cal pulp production such as continuous digesters, washers al. 
bleaching plants. Says Gadelius Kamyr president Karl-Herman 
Gistren: “We transfer advanced Western technology from Kamyr 
in Sweden to Japan and other Asian countries.” 


Explosive growth in Thailand 


From its birds-eye position in Japan, Gadelius looks out over 
the entire Far East. The hottest talk right now is about tropical 
Thailand, whose booming economy may soon make it the 
next Newly Industrialised Country (NIC), behind the so- 
called Four Asian Tigers — South Korea, Taiwan, Hongkong and 
Singapore 

he country has experienced double-digit GNP growth and, 
last year, a 22% increase in tourism. To handle the business, 
Gadelius established a new, 16-man office in Bangkok in 1986 
The office primarily markets welding and cutting equipment 
from ESAB, a Swedish welding automation group, whose pro- 
ducts are in demand in Thailand, China and other countries in the 
region 

But why the dramatic growth in Thailand? “The main reason is 
political stability for the last eight years,” says Dhira Virinthorn, 
who heads Gadelius’ Bangkok office. “This has created a climate 
of confidence maong investors and businessmen.” In addition, he 
cites manageable growth, strong agriculture, the availability of oil 
and gas and, of course, low wage costs. Ф 
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Expertise in 
forest products 


Е“ products have long been Sweden's largest export indus- 
try. Last year they accounted for roughly 20% of all Swedish 
exports and generated some US$8.8 billion worth of export in- 


. come. Of this, 6% went to the Far East, mostly Japan. 


Sweden's forest link goes back more than 80 years to the days 
of merchants like Elof Hansson, who sold Swedish pulp and 
lumber to the region. Today, Elof Hansson is still one of Sweden's 
leading trading houses for pulp and paper, particularly in China, 
where it exported about US$23 million worth of pulp, paper and 
machinery last year. Gadelius, Sweden's other major trading 
house, is powerful in the Japanese pulp and paper industry — the 
world's second largest market — where it cooperates with Kamyr, 
manufacturers of pulp and ppa equipment. 

At the China Paper '87 exhibition in Shanghai, Swedish pulp 
and paper suppliers met their potential Chinese customers close- 
up. The exhibition featured 100 international exhibitors, drew 
some 25,000 visitors and was the first of its type organised by 


^ 


Chinese authorities. At the opening ceremony, Vice-minister 
Wan Wenzhe announced China's goal of becoming a world 
leader in the production of pulp and paper from annual plant 
fibres, such as bagasse and straw. He said China is most interested 
in investing in medium-capacity paper production, or equipment 
with a capacity range of 500-600 m a minute. 

Swedish businessmen, however, measured these words with 
tempered enthusiasm. Negotiations in China involve patience, 
Swedish traders know. An example is Sunds Defibrator. This 
Swedish pulp and paper equipment manufacturer has been 
doing business in China since the mid-1950s. To date, it has re- 
corded 16 major deliveries to China, often the result of long 
negotiations and talks. In 1987 alone, Sunds delivered five 
turnkey plants to China, including a particle-board plant, a plant 
for chemi-thermo-mechanical pulping and digesters capable of 
processing bagasse or bamboo, cotton stalks, straw and reeds. 
It also delivered a complete particle-board plant to the San 
Ming Plywood Co., with a capacity of 35,000 m of board a 


year. 

More recently, Sunds has been strengthening its ties with 
China using a different approach. Instead of only delivering 
plants, it is entering into licensing agreements with the Chinese. 
The idea is to work closely with them and teach them how to build 
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their own first-class equipment. Last year, for example, the com- 

pany signed a licensing agreement with Tianjin Light Industry 

Works for the manufacture of continuous digesters for pulp pro- 

duction from annual plants. As part of this agreement, Sunds 

кыо Chinese engineers at its headquarters in Sundsvall, Swe- 
en. 

Elof Hansson says it recently signed a contract with CNTIC, the 
Chinese import-export organisation, for delivery of pulp and 
paper equipment worth about US$7.8 million. The order consists 
mainly of Sunds equipment for production of semi-chemical 
straw pulp. The delivery was financed through a soft-credit loan 
from the Swedish Agency for Technical and Economic Coopera- 
tion (BITS). And, as is typical, technical and commercial negotia- 
tions took about three years. 

"Much like the Chinese, the Japanese also take their time in 
concluding an agreement," says Karl-Herman Gistren, general 
manager of Gadelius Kamyr. He has been living and working 
in Tokyo for more than 24 years. His patient, level-headed 
approach has recently been paying off. Last year, Gadelius 
Kamyr's order bookings soared to a record high US$102 mil- 

` lion. The company mainly supplies chemical pulping equip- 
ment. 

In the hard-hitting Japanese market, the competition is fierce. 
“The Japanese are not swayed by the fact that Sweden is a neutral 
country with a papermaking tra- 
dition,” says Gistren. “They 
want the best equipment for the 
money and spend a long time 
investigating every option. 
Their decisions are made from 
the management of the com- 
pany down to the bottom man. 

` This is different than, say, in the 
US, where a vice-president will 
more or less make the decision 
himself.” 

Gistren notes that Nordic 
countries compete in Japan 
with a host of large Japanese 
companies, not to mention 
the Canadians and Ameri- 
cans. In the end, however, 

' they have often made the 
decision to purchase Swedish 
or Finnish equipment. Reason: 
the best technology avail- 
able. 

Other Asian countries are good customers for Swedish pulp 

. and paper equipment. Over the years, Sunds Defibrator has deliv- 

ered chemical and mechanical pulping plants, bleaching plants 
€ fibreboard mills to Indonesia, Malaysia, Singapore and Thai- 
land. 

dust outside Bangkok lies a good example of one such installa- 
tion. With Sunds technology, the Khon Kaen MDF Boards Co. is 
cranking out 27,000 m2 of medium density fibreboard a year, 
based solely on bagasse, the waste from sugar cane produc- 
tion. 


Pulp digester: popular. 


Environmental spinoffs 

Sweden's tough regulations on hazardous effluents from pulp 
and paper mills have forced Swedish companies to develop in- 
novative ways of cleaning up the environment. The fruits of this 
research have resulted in less-capital intensive pulping and 
.. bleaching processes, and equipment that maximizes raw material 
yield and minimizes environmental impact. Many of these inno- 
vations are now standard features on systems sold throughout the 
Far East. New oxygen bleaching technologies developed by 
- Sunds and Kamyr, for example, limit the usage of harmful 

` chlorine-based chemicals in bleach plants. 

Б ѕисһ technology needed in the Far East? “If you visit Sichuan 
or Tianjin, you can feel the sulphur on your lips," says Bengt Ek, 
director of the Swedish Pulp Paper Association's (SCPA) Hong- 
kong office. "The Chinese need to correct this problem and they 
knowit" e 
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Bank innovation and 
niche strategy 


€€ W hen people ask me: 'What on earth have you been doing 

doing in Hongkong for eight years?’ We tell them: 
‘Come and have a look!" says Martin Kallerman, area market- 
ing manager and China representative of PK Banken. He swings 
back in his chair and gazes out over the panorama of Hongkong 
harbour. А mixture of Chinese, Swedish and English floods in 
ссе an adjoining room, as PK Banken traders consult their 
clients. 

"When clients check us out, they're often amazed to discover 
our talent for finding flexible and innovative solutions to facilitate 
trade," he says. These clients, of course, are mainly Nordic. 
Swedish bankers make no pretence about their purpose in the 
Far East. "We're here primarily to support trade between Scan- 
dinavia and Asia," says Erik O. Traff, senior vice-president of 
the bank. 

But what exactly is the role of a partly state-owned bank like 
PK Banken in the Far East? "That's a sensitive question," says Kal- 
lerman. "Of course our first priority is to serve Nordic clients, but 
we can't do it at a loss. Our primary objective must be to mak« 
profit, and secondly public relations." Traff is more emphat 
“This bank's aim is to be a profitable commercial bank." 

Such candidness is impressive in a social-democratic country 
where the word “profit” is sometimes discreetly replaced by the 
word "surplus." Indeed, when PK Banken bought a large, highly 
profitable brokerage firm last year, there was a public outcry. 
Questions of ethics were raised over whether a partly state bank 
should own such a profit-making company dealing in stocks and 
options. 


New banking laws 


The potential to make money in the region is increasing, say 
bankers. Last year, trade between Sweden and Hongkong ex- 
panded 45% to a total of US$563 million. At the same time, 
Swedish banking laws were deregulated, permitting banks to 
open foreign branches as alternatives to subsidiaries. This allows 
banks to trade on their parent company's entire balance sheet and 
capital. It also enables larger lending volumes and better borrow- 
ing terms. 

To take advantage of the new laws and to better serve its 
clients, S-E Banken opened a branch office in Hongkong earlier 
this year. Handelsbanken and PK Banken followed suit. The busi- 
ness they are after is mostly trade-related financing. Last year, for 
example, PK Banken got 60% of its total operating revenue fro 
trade-related financing. But the banks are pushing hard to er 
phasise the breadth of their services. 

"Our aim is to be the leading bank in Swedish-related business, 
not only in trade finance but also in the capital markets," says Dag 
Detter, area manager for S-E Banken. These services include term 
lending, foreign exchange, deposit accounts and money market 
activities. "We don't want to jump into new things, but develop 
and expand what we have," says Kallerman. "We're running a 
very efficient service." 

In the battle over rates and prices, Swedish banks usually lose. 
They can't afford to offer the cut-rate prices of their Japanese and 
Chinese competitors. So the emphasis is on qualities that Swedes 
are well known for: creative solutions, efficiency, computer 
know-how and of course Nordic connections. "We're very good 
at facilitating payment procedures, as a trustee, between the 
buyer and seller. We ensure that goods are received before pay- 
ment is received and eliminate problems of distance, time and 
other elements," says Kallerman. 

Svenska Handelsbanken, Sweden's second largest private 
commercial bank, was the first Nordic bank to establish a repre- 
sentative office in Peking, says Lars Ellstrom, vice-president of 
Handelsbanken, which serves the Far East from branch offices in 
Hongkong and Singapore, as well as representative offices in 
Tokyo, Peking and Sydney. 

In Japan, Handelsbanken reports strong growth. “Our Tokyo 
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representative office is an exceptionally profitable unit, focusing 
on loan packaging and certain capital market operations, mainly 
in Swedish equities,” says Bo Kragh, vice-president. Kragh also 
notes that the Hongkong branch is aggressively marketing its ser- 
vices in South Korea and Taiwan, two areas of growing commer- 
cial interest to Sweden. 

In late 1987, Handelsbanken was the first Swedish bank to 
open a branch office in Singapore to complement its existing sub- 
sidiary there. The Singapore office, with nearly 40 employees, re- 
ported satisfactory volume growth last year. Money market oper- 
ations continued to expand and led to a substantial growth in total 
assets. 

“In China we have a leading position," says Ellstrom, who 
monitors his Swedish competitors by using what he calls "the 
scoreboard." He is referring to a monthly printout issued by the 
Swedish Agency for Technical and Economic Cooperation 
(BITS), which lists approved "soft" export credits. “Ош of 32 
financing projects being sponsored in China by BITS, we're 
handling 20. That adds up to about 60% of the market." 

Last year, Sweden earmarked US$83 million in aid grants to 
“soften” Swedish export credits to developing nations. Much of 
the funding is allocated to India and China. "These are not total 
credit amounts,” says Ellstrom. "They're the amounts designated 
for grants. When you apply the standard 35-100 grant-to-credit 
ratio, the total loan facility is much higher." Other types of 
ae aid financing are provided through SwedFund and 

S-E Banken, regarded as Sweden's front-line bank due to its 
close ties to the Wallenberg family and impressive list of Nordic 
clients, has offices in all major 
cities in the Far East. It is Swe- 
den's largest commercial bank. 
Most recently, it lead managed 
a US$41.5 million syndicated 


Skanska, Sweden's largest con- 
struction company, of the SAS 
Grand Hotel, Peking. The 408- 
room, four-star hotel will be in 
the China International Exhibi- 
tion Centre in northeastern Pe- 
king. The local investor in the 
hotel project is China Interna- 
tional Exhibition Centre (CIEC), 
a company promoting interna- 





“It was a breakthough,” says 
Dag Detter, S-E Banken area 
manager. "We've made real 
progress recently in all credit areas. Looking at overall 
market share in the region — not just China — S-E Banken 
is indisputably the leader." Most recently, S-E Banken ar- 
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China callbox: updating. 
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switching lines to Guangdong's public telephone company in 
China. 
Diving into the pool 
The stereotype of tiny Swedish banks fighting gigantic Far 


Eastern rivals is not accurate. Swedish banks compete mainly 
among themselves. Secondly, four Swedish banks are in the 


` world's top 100 outside the US. Not only that, three Swedish 


banks were listed in Fortune as having the world's largest profit in- 
creases — two of them with the world's highest return on stoc- 
kholders' equity. 

As Swedish bankers know, success means getting close to the 
market. “I'm living in Hongkong to be closer to the market," says 
PK's Kallerman. “You have to be in the swimming pool. That 
means hiring native-speaking staff. The head of our Singapore of- 
fice, for instance, Ronald Loke, is a native-speaking Chinese with 
US banking experience.” Handelsbanken, too, is getting close. “I 
speak Chinese and lived in China for seven years,” says Ellstrom. 
“My successor also speaks Chinese and has lived there for more 


` than 10years.” Ф 





Tea ceremony, Japan: culture lessons. 


Bridging the 
culture gap 


he days of chopstick lessons and bowing practice are ov 

Well, sort of. Today, Swedish companies offer their employ- 
ees sophisticated “acculturation” courses to help them get ac- 
quainted with social environments in the Far East. 

“We go below the surface and focus on the deeper reasons be- 
hind behaviour,” says Lena Ahlstrom, head of SAS's Inter-Cul- 
tural Communications Division. The Division was created by SAS 
in 1984 to provide business executives and their families with 
what are normally three day “pre-departure” courses. To date, 
the Division has helped about 5,000 businessmen in companies 
ranging from Pharmacia and Saab-Scania to SKF and Scandia In- 
ternational. 

“Cultures are like icebergs,” says Ahlstrom. “You see the tips, 
but miss the hidden complexities underneath.” One recent “stu- 
dent” was Jacques Delombre, executive director of SKF Asia 
Pacific. “It was good training,” says Delombre. “Among other 
things we learned the importance of not ‘losing face.’ That is, 
being careful not to put other people in an embarrassing situation. 
You must always be polite and sensitive in the Far East.” 

For Swedish businessmen, says Ahlstrom, this may take a little 
practice. She says Swedes are often perceived as blunt, extremely 
honest, serious, calm, direct and somewhat stoic in their social life 
— if there is one. “Swedish business style doesn't fit in too well," 
says Jan Karlsson, head of FFV Aerotech, Jakarta. “We Swed 
are too well organised, too punctual, too straightforward. Did y. .. 
know there are 12 ways to say 'no' in Indonesia and none of them 
means 'no'?" 

Differences aside, Swedish businessmen are doing their best to 
fit in. “Effective communication is a must,” says Martin Kallerman, 
area marketing manager and China representative for PK Ban- 
ken, Sweden's large partly state-owned bank. Kallerman, who 
lives in Hongkong with his wife and two children, says Swedes 
often misinterpret the Japanese “yes” to mean “yes,” instead of 
“yes, | understand what you are saying but may not agree with it.” 


Developing a lighter touch 


Putting too much emphasis on business can be a problem, says 
Delombre, a Frenchman who has worked for SKF for years. 
“Swedes rush into the conference room and open their books, 
which of course flies in the face of the low-key way of doing busi- 
ness in the Far East." He claims his French roots help give him a 
lighter touch. “In many ways, the French culture is closer to the 
Asiatic culture. You learn to know your partner. In the Far East, 
you might decide to drink tea at a tea party or pay a social visit. 
That, too, is more French." 

But Axel Johnson's financial manager Soren Collin sounds a 
note of caution. "You're on thin ice if you try too hard to adapt to 
local traditions," he says. “It looks phoney. It's better to be who 
youare." e 5 


3NOVEMBER 1988 e FAR EASTERN ECONOMIC REVIEW 


WHATEVER YOUR NEEDS - 
ARE IN PAPERS OR BOARDS 
ENSO WILL FIND YOU 
THE BEST POSSIBLE SOLUTION. 





Designers Matt and Printers Matt. New machine-coated fine Newsprint, Hi-Brite, coloured newsprint, directory grades and Solaris 
papers for the most demanding printers. from Enso Publication Paper Group. 


Enso's papers and boards are handled 
by millions every day. But there is more. 
Enso's service is always at hand. Our 
shipping terminals are conveniently located 
close to the customer. The customer is on- 
line with the Enso computer network and 
gets his service in real time. 

Choosing Enso as your raw material 
supplier means your own service will 
improve, and you'll be sure that your own 


Enso is the largest exporter of liquid packaging boards in the pr oducts are of the highest quality. 


world and Europes leading manufacturer of paperboards for А - 
the drinking cup industry. Get in touch with Enso. 





Є ENSO-GUTZEIT OY 


FINE PAPER GROUP. PUBLICATION PAPER GROUP. LIQUID PACKAGING BOARDS 
Kanavaranta 1 P.O. Box 309, SF-00101 Helsinki, Finland 
Tel. 358-0-16291, Telex 121438 enso sf 


EUROCAN-ENSO SOUTH EAST — EUROCAN-ENSO FAR EAST EUROCAN-ENSO FAR EAST EUROCAN-ENSO HONG KONG 
ASIA PTE LTD CO LTD CO LTD, Korea Branch LTD 

1 Scotts Road Hex 23-07 Manden Building 8th floor Room 804 Sungwoo Bldg. Rm. 1903, Hang Lung Centre 
Shaw Centre 11-23 Nishitenma, 4-chome 51-1 Dowha-Dong. Mapo-Ku 2-20 Paterson Street 
SG-Singapore 0922 Kita-Ku Osaka J-530, Japan C.P.O. Box 5518 Causeway Bay, Hong Kong 

Tel. (65)235.3485 Tel. (81)06-3651621 Seoul, Korea Tel. (852)05-895.2063 

Telex eurocan rs 24385 Telex 523-3451 eefeco j Tel. (82)02-717.6428/9 Telex 67967 eehk hx 

Fax (65)737.4278 Fax (81)06-365.1439 Telex bumjin k 26504 Fax (852)05-761480 


Fax (82)02-718.6133 


Or contact our sales offices worldwide 


bac 


ry + = SVT: += 7 


` ADVERTISEMENT SUPPLEMENT 


Exports attract 
Denmark 


$: Denmark, a country famous for its fine beer, bold de- 
sign and venerable trading industry, has recently been 
struggling to get a grip on its economy. Last year, the country's 
GNP fell about 1% as a result of exchange rate movements 
and sharp increases in wage costs. In addition, the country 
is saddled with a high foreign debt service. Unemployment, 
dm down from its 1982-86 level of 10%, still hovers at about 
96. 

The Danish government is well aware of these shortcomings 
and would like nothing better than to boost productivity at home 
and increase exports to the Far East and other growth markets. 
Danish high-tech, speciality products have always performed well 
on international markets. But first, something needs to be done at 
home. 

In early 1988, the government launched a number of mea- 
sures aimed at increasing productivity. The main thrust was to re- 
duce indirect wage costs. For example, employers' social security 
contributions are now based on value added instead of the 
number of employees. According to Nordic Economic Outlook, a 


. report issued jointly by experts of the federations of industries in 


` Nordic countries, this approach has improved productivity by 


about 5%. The programme also includes a more favourable tax 
treatment of research and development investment — overall 
Danish industrial investment, in real terms, fell about 10% last 
year due to squeezed profits. 


The bright side 
In 1987, after a relatively long period with flat export growth, 
Denmark noted a 3% increase in the export volume of manufac- 
tured goods. This was despite a falling US dollar that delivered 
a broadside blow to Danish industries. The Federation of Danish 
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Industries estimates that exports of manufactured goods could 
rise in volume as much as 4% in 1988. Exports to the Far East 
are growing at a more rapid pace. Said one Danish official, “Far 
East exports offer one solution to our somewhat sluggish econ- 
omy. 

But, he warned, it should not be viewed as a panacea. Another 
expert said that Denmark's membership in the European Com- 
munity — it joined the EC after leaving the European Free Trade 
Association about the same time as Britain and Ireland — may 
give it added clout for exporting to the Far East. € 


Biotech from 
insulin to enzymes 


Fs in the face of Denmark's low research and development 
investment last year was Novo Industries, a biotechnology 
group specialising in the production of insulin and industrial en- 
zymes. In 1987, Novo pumped 12% of its nearly US$781 million 
sales back into research and development. 

In many ways, the Danish biotech group is indicative of Danish 
industry as a whole. It has shown a high level of technical sophisti- 
cation, a greater than normal willingness to enter into joint м 
tures (provided they make a profit) and a readiness to pass 
know-how. 

Last year, Novo was so successful in boosting its exports that it 
was awarded Denmark's annual Excellence in Export Award by 
King Fredrik IX. The Group receives more than 5% of its sales 
from the Far East — mainly of pharmaceuticals and industrial en- 
zymes. To handle Asian track, it has offices in Japan, Korea and 
Malaysia. 

In its Japanese factory, Novo began production last year of the 
world's first detergent enzyme manufactured on the basis of pro- 
tein engineering and recombinant DNA technology. The new en- 
zyme, Lipolase, is the world's first commercially available fat- 





Heady brew 


А: visitors to Calsberg's Copenhagen brewery are quick to 
point out, the highlights of the tour are not the unique brew- 
ing techniques, nor the state-of-the-art bottling, but the free 
Danish larger supplied at the end of the tour. Westerners are not 


alone in their penchant for Danish beet. 


Danish beer was exported to the Far East for nearly 100 years 
by the East Asiatic Co., Denmark's best-known trading house. 
This situation lasted until the mid-1970s, when rising oil prices 
made transportation costs unbearable. Carlsberg decided to es- 
tablish production of its beer overseas through a number of joint 


ventures. 


In Malaysia, Carlsberg has become the nation's most popular 
beer, capturing more than 50% of the market, according to 
executives at Carlsberg A/S, the parent company of Carlsberg 
and Tuborg. The company established operations in Kuala Lum- 


pur 16 years ago. 


In Hongkong, where Carlsberg arrived in 1981, the company 
claims a more modest, but growing, 10-15% of the market. 
Carlsberg in Hongkong formed a 50-50 partnership with its long- 
time partner, East Asiatic Co. (EAC) and has a brewery in the New 
Territories. In Malaysia, United and EAC own 22.5% each, with 


the rest in Malaysian hands. 


Production in Hongkong is about 300,000 hl a year and in 
Malaysia about 350,000 hl. Compared to United's enormous 
overall production of 16 million hl a year, this is peanuts. But as 
international markets grow even fiercer and more competitive, 
the added production certainly helps. Kuala Lumpur's profit for 
1987 amounted to US$4.1 million on total sales of US$70 mil- 


lion. 
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We make fertilizers, апа 
we make sense out of energy, because: 


- the energy input in one ton 
of fertilizer gives an energy 
output that is nine times 
larger when converted 
through the plants in the 
farmers fields. 

- fertilizers account for half of 
the world's food production. 


The Norsk Hydro Group is 
the world's leading fertilizer 
producer making more than 
12 million tonnes every year 
- enough to meet the calory 
requirement for 200 million 
people. 


& HYDRO 


Norsk Hydro a.s, 
Bygdoy allé 2, 

0257 OSLO 2 
Norway 

Tel.: + 47 2 43 21 00 
Tix.: 78350 hydro n 


ADVERTISEMENT SUPPLEMENT 


splitting detergent enzyme. A key selling point is the enzyme’s 
ability to disolve fat stains on clothing even at very low tempera- 
tures. 

"This enzyme is the first of its kind to be offered in commercial 
quantities to the detergent industry," says Steen Riisgaard, gen- 
eral manager of the Novo Detergent Enzymes Division in 
Copenhagen. "The development is a breakthrough for this indus- 
try and will present detergent manufacturers throughout the 
world with new product opportunities." 

Also in the Japanese market, Novo recently strengthened its 
sales network with Sumitomo Pharmaceuticals Co., the Japanese 
distributor which agreed last year to begin marketing and distribu- 
tion of Novo's insulins and glucagon in Japan. Novo has been 
supplying pharmaceuticals to the Japanese market since 1953 
through Kodama Co. Its biggest products are related to insulin 
treatments for diabetics. Among other drugs, it has introduced the 
Lente insulins, Monocomponent (MC) insulins and, most recent- 
ly, human insulin. 

Two other areas of interest in the Far East are cocoa fermenta- 
tion and fructose syrup production. Says Margaret Jo Ringsted, a 
spokeswoman at Novo: "We are'currently researching raw mate- 
rials like palm oil, pineapple and cocoa that are difficult to trans- 
port from the tropics." 

In the field of fructose syrups, she says: “There are currently 12 
factories involved in fructose syrup production. The importance 
of this work stems from the fact that some countries in Southeast 
Asia have no sugar production and that fructose is used as a 
sweetener. The Far Eastern market is quite promising, and the 
overall expectations are that the pace of sales growth in these 
countries will continue to outstrip that of other international mar- 
kets.” e 


SCANDINAVIA IN ASIA 





Sea-captain's giant 


he flagship of Denmark's presence in the Far East is the 

East Asiatic Co. (EAC). which has been active in trading, 
transport and manufacturing for nearly 100 years. The firm's 
roots go back to Hans Niels Andersen, a Danish sea captain 
who lived and travelled extensively in the region and who 
registered the company in Copenhagen in 1897. Today, 
EAC has offices stretching from Korea to Bangkok and gets 
at least 30% of its US$2.3 billion in sales from the region. 

In Indonesia, among other things, EAC has shares in the 
Vespa motor-scooter and Olivetti typewriter plants, both of 
which are very successful. Recently, Carlsberg beer, 
another product promoted by EAC, made a major plunge 
into Indonesia's competitive beer market — and took away 
a good chunk of business from the established brands. 

The Danish shipping group, Maersk Lines, also followed 
EAC into the Far East, becoming Singapore's biggest con- 
tainer service, and one of Indonesia's biggest. 

“For years, we've been urging Danish businessmen to 
take advantage of the lucrative Far Eastern market," says 
Hennint Bloch, spokesman for EAC. “Our largest-sellin 
product is graphic equipment, a category in which we ar 
the world leader. But we also sell Danish cookies, ham, and 
other products. Most of our trade, however, is to and from 
countries outside Denmark." 











Norwegian shipping: exports to Asia. 








Norway faces an 
export challenge 


N orway's history as an industrial nation extends back just over 
a century. The country was once considered poor in com- 
parison to the other two Scandinavian countries. For years the 
Norwegian economy was dependent on fishing, forestry, mining 
and shipping. 

Then, 20 years ago, North Sea oil and gas resources were dis- 
covered and the revenues from activities in the North Sea started 
flowing in. The challenges and opportunities were enormous and 
they also meant a continuous modernisation process and restruc- 
turing of the traditional industries, to cope with the needs of t 
new industry and the international markets. 

Norway's population of just over 4 million live in a beautiful, 
scenic country. Norwegians are considered hard working, honest 
and proud and this, coupled with the fact that Norway is politically 
stable, is attractive to foreign business. 

Although Norway elected not to join the European Common 
Market, 70% of her exports go to the EEC countries. But now 
Norwegian industry is looking forwards to the Far East (some 
companies have been present in the Far East for a long time). 

Shipping tradition 

Shipping interests in Norway go back hundreds of years. Aren- 
dal, one of the small towns in southern Norway, claims that in the 
1880s it was the world's most important shipping town. Norwe- 
gian trading houses have established outlets and agencies in most 
of the major ports of the world. 

In 1897 in Oslo, several Norwegian shipowners got together to 
form SKULD, a protection and indemnity insurance association 
or club. The insurance offered was to protect shipowners for third 
party claims against them in the running and operating of their 
ships. SKULD was formed as the Norwegian alternative to the 
London market. 


Export situation 
Taking the early months of 1987 and 1988 as an indicator, 
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Flàkt is a world leader in air and energy techno- 
logy for environmental control and efficient in- 
dustrial processes and buildings. The company 
has been operating on a world-wide basis since 
1920 and is established in 35 countries. 

Fläkt conducts a comprehensive research 
and development program to maintain its repu- 
tation as an innovative company and reliable 


supplier of quality products and systems based өө 

on state-of-the-art technology. fe Fläkt 
Fläkt is a member of the Asea Brown Boveri 

Group. 





Group Head Offices: Fläkt AB, P.O. Box 81001, S-104 81 Stockholm, Sweden Phone +46-8714 40 00. 


In Japan and Far East Fläkt is represented by its subsidiary Gadelius in the following countries 
Brunei Darussalam, Hongkong, Indonesia Japan, Malaysia. Philippines, Singapore uth Korea, Taiwan, Thailand 


Norway's exports excluding oil and gas increased by 13%, ex- 
ports of oil decreased by 10%, while total exports decreased by 
9%. Much of the increase in non-petroleum exports is accounted 
. — for by the price levels of crude and aluminium and other metals, 
which are fully firm. 

But the country’s Export Council finds the situation quite posi- 
tive and hopeful, as Norway has managed to regain most of the 
loss in the oil sector, and shows the ability to exploit those pos- 
sibilities that appear when markets open up. Among the non-pet- 
roleum exports, metals account for 40% of the increase, fishery 
products for 14% and engineering industry products for 9%. 

Leif Halvorsen, Consul-General of Norway in Hongkong, 
notes that a Norwegian company is supplying all the software and 
some of the hardware for a surveillance system for the port of 
Hongkong. A local company, Jeatac Orient Trade, produces 
lifeboats under licence from Norway. Another local company, 
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Kee Shing Industrial Products, is responsible for importing Nor- 
way's biggest export to Hongkong — nickel. 


China connection 

"Norsk-Hydro is our largest industrial company, with a 5195 
state ownership, and it is very active in China in the fertiliser busi- 
ness. Norwegian ship brokers are also active in this region — 
some have been selling second-hand ships to China, for in- 
stance." 

“If you are going to pick on a Norwegian activity prominent in 
the Far East, then it is shipping," says Olav Haereid Seim, Vice- 
Consul. "Norwegian ships were in China waters from at least the 
1880s. We used to say shipping and missionaries were the first 
things to be established abroad! This is still just a little true today, 
because there are around 50-60 missionaries who are especially 
active in education and they have a very good name, too.” e 


Norsk Hydro spreads fertiliser power 


or quality and competitiveness mark Norsk Hydro's 

sales of fertiliser to the Far East. Based in Norway, Norsk 

. Hydro is the world's largest fertiliser manufacturer with a produc- 

. tion of around 12 million tonnes a year — sufficient to produce 

_ food for more than 200 million people. The Asian market is be- 
coming increasingly important to the Hydro Group, which by the 
end of the year expects to have sold 1.5 million tonnes of fertiliser 
in this region. 

Over the last decade Hydro has vigorously internationalised 
and expanded its activities. To its plants in Norway Hydro has 
added fertiliser manufacturing companies in France, Britain, West 

| Germany, the Netherlands and Sweden, and part-responsibility 

_ for operating the plants and marketing the products. 

~ Asone ofthe pioneers of the industry, Hydro has been ambiti- 
ous from the start, and its market involvements have a long-term 
perspective. In recent years the company has invested more than 
US$1 billion in manufacturing companies and new production 
units that will equip it to meet the competitive challenges of the 


- . In spite of the long distances from its production plants in 
Europe to overseas markets, Hydro has succeeded in maintaining 
competitive prices, thanks to efforts to reduce handling costs. This 

_ has been achieved by the development of methods to ship fertilis- 

_ ers in bulk and bag them at local custom-built terminals in markets 

_ Such as the Far East, Latin America and Africa. This has led to im- 
Provements in product quality and reductions in freight costs, with 

_ obvious benefits to the company. 

In China, Norsk Hydro has a large fertiliser plant in the Shen- 

-zhen special economic zone near Hongkong, which has now 

_ been running for five years and has an annual output of one mil- 
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Rice growing in China: successful results from fertiliser tests. 
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lion tonnes. This is far more than the expected throughput, and 
has аш Hydro а solid position in the large Chinese fertiliser 
market. 

Other substantial fertiliser customers in the Far East are TF^: 
land, India, Japan, Malaysia and the Philippines. The Hy 
Group also sells technology for fertiliser production and offers an 
agronomic consultancy service. Granulating technology for fer- 
tiliser production has been sold to Malaysia, and Hydro has 
licensed technology for production of NP fertiliser to China. This 
technology is used in the largest plant of its kind in the world 
which is now being run-in in Shanxi province. 

The agronomic activities are aimed at developing advice for 
the end user — [һе farmer — on improved fertiliser use 
techniques and the use of new fertiliser materials. This is done in 
cooperation with government research and extension agencies in 
the respective countries. 

Recent findings show that contrary to traditional belief, nitrate- 
containing fertilisers like ammonium nitrate, calcium ammonium 
nitrate and nitrophosphates have been successfully tested on 
paddy rice in several countries including China. There is also 
growing interest in calcium nitrate for fruits and vegetables. 

Norsk Hydro is Scandinavia's leading chemical company with 
a turnover of close to US$9 billion and 39,000 employees, half of 
whom are outside Norway. The company was formed in 1905 to 
produce the world's first artificial nitrogen fertiliser. In the 1950s 
Hydro began expanding into other product areas, and today has 
strong international positions as a producer of petrochemicals 
and the light metals magnesium and aluminium. Hydro is а! 
firmly established as an oil company, with stakes in most of the 
and gas fields on the Norwegian continental shelf. Ф 
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Norway's Elkem, the 
metals giant 


etals are staging a comeback in the Norwegian economy. 

Displaced in recent years by North Sea oil and gas, Norway's 
traditional metallurgical industries will in 1988 have regained 
their position as the country's largest source of export income. Oil 
prices have stagnated, while metal and alloy prices took a sharp 
uptum in 1987-88. 

Norway's Elkem Group is well positioned to take advantage of 
the metals market upswing. Building on three fundamental com- 
petitive strengths — energy, technology and market position — 
Elkem is today the world's largest producer of silicon metal, fer- 
roalloys and electrode paste. From 16 production plants in six 
countries, Elkem supplies metals and alloys to the steel, foundry, 
aluminium, silicon and semiconductor industries worldwide. 

The company has world market shares of 15-30% for the 
major products. With turnover up by nearly 30% over 1987, 
Elkem made a US$31.91 million profit in first-half 1988. 

Under the leadership of its new president and CEO, Fredrik Vogt 
Lorentzen, Elkem has launched.a back-to-basics programme to 
strengthen its core metals businesses. Increased production of 
specialised alloys, technical improvements, stronger market orient- 
ation and cost reductions are major elements in the programme. 

Says Vogt Lorentzen: "We are concentrating on what we do 
best — the production of high quality aluminium, silicon metal 
and ferroalloys. These areas account for around 85% of Elkem's 
output." Elkem has almost 100 years of experience in the metals 
business. All modern ferroalloy smelting is based on the Soeder- 
berg principle invented by Elkem in 1917. Active in the Far East 
market since the 1920's, Elkem has supplied the technology 
which helped to build up the smelting industries in Japan, India 
and other countries. In Japan alone, Elkem has installed 39 smelt- 
ing furnaces since the end of World War II. The company's global 
marketing organisation includes offices in Tokyo, Hongkong and 
Bombay. 

Elkem's customers include all the major steel producers in the 








Elkem plant: silicon for chips. 


Far East. Sales of ferrosilicon to Asian steel producers are expect- 
ed to total about 80,000 metric tonnes in 1989 (60,000 in Japan, 
10,000 in Taiwan/South Korea and 10,000 in the rest of Asia). 

Elkem's expansion into metals production was a natural o 
growth of its technological expertise. In 1981-84 Elkem purch- 
ased seven ferroalloy business and put the company firmly in the 
international arena, making Elkem the largest ferroalloy producer 
in the Western world. 

Around 60% of the energy needed for Elkem's ferroalloy pro- 
duction is supplied by the company's own power stations. Elkem 
operates research and development centres in Norway and the 
US for continuous improvement of its products, processes and 
smelting technology. In recent years the company has concen- 
trated on developing specialised alloys, as opposed to commod- 
ity grades. 

The company is also an important European producer of 
aluminium, being involved in primary metal production as well as 
aluminium products. Ф 





Dyno expands 
in Far East 


< упо has been present in Southeast Asia 
since 1970, when we established our 
first subsidiary in the region — Dyno Singapore 
(S) Pte. Ltd. Since then, the region has become 
more important for us each year," says Dyno's 
president and CEO, Hans O. Bjontegard. 

The most recent Dyno venture in the Far 
East is a formaldehyde products plant in 
Seremban, West Malaysia. The plant is at pre- 
sent under construction, and when top capa- 
city is reached in 1990 will produce some 
25,000 metric tonnes of resins. The plant will 
deliver resins for the local wood processing 
industry, such as plywood and particle-board 
production. 

Dyno Industrier is one of Scandinavia's leading chemicals 
corporations, with some 6,000 employees and an expected 
turnover this year of some US$742 million. Dyno runs opera- 
tions in 25 countries. In the Asia-Pacific region, there are Dyno 
operations in Pakistan, India, Singapore, Hongkong, Malaysia, 
Indonesia, the Philippines and Australia. 

Explosives, chemicals and plastics are Dyno's core busines- 
ses. It is one of the world's leading manufacturers of commercial 





Bjontegard: new insight. 


explosives, mainly for the mining and 
construction industries. The corporation is 
also one of the major suppliers of resins 
for wood-processing industries world- 
wide. 

"Our strategy is to strengthen our presence 
in Southeast Asia and Australia, both in the 
explosives and the resins fields. We will 
therefore give priority to the growth and de- 
velopment of our Asia-Pacific activities," says 
Dyno's president. He feels that the ventures 
in Southeast Asia over the last few years 
have made a significant contribution to Dyno: 
“Our operations in the region have given us 
valuable experiences, and a new insight into 
foreign markets. 

“In particular, | would like to point to our joint 
venture model, which we have used frequently 
in this region. By combining our technology 
and expertise with the market knowledge and 
local status of our partners, we see successful 
ways of doing business." 

The new resins plant now under way in Malaysia is an exam- 
ple of Dyno's joint venture model: Dyno Singapore, local 
plywood manufacturers and other local investors team up to 
form a new competitive force. Other examples of Dyno joint 
ventures in the Asia-Pacific region are Dyno Singapore (S) Pte. 
Ltd. and Dynopor Pte. Ltd. in partnership with the Develop- 
ment Bank of Singapore 
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THE 
POWER 
OF 

LKEM 


The power of Elkem as a 
metals producer lies in our 
substantial resources: low-cost 
electrical energy, advanced 
technology, large-scale inter- 
national operations and a 
service-minded organization. 
And we have the skill, 
developed through 100 years 
of dedication to the metals 
business, to manage these 
resources effectively. 


That's why we have become 
the world's largest producer 
of silicon and ferroalloys, as 
well as a leading supplier of 
metallurgical technology. We 
are also known as a quality 
producer of aluminium. 


Involvement in high tech- 
nology industries is important 
for continued growth. We 

are expanding into new areas 
of materials technology such 
as microsilica products, ad- 
vanced ceramics and electronic 
materials. Other activities 
include minerals, engineering, 
and the manufacture of finished 
products. 


Dedicated to quality, research 
and innovative technology, 
Elkem provides the metals 
and alloys needed by today's 
— and tomorrow's — industries. 
That is the power of Elkem. 








Elkem is the parent company 
of an international metals group 
operating 25 production plants 
in Europe, North and South 
America and employing 9000 
people. The main business 
areas are aluminium, silicon 
and ferroalloys. Elkem's shares 
are listed on the Oslo, London 
and Frankfurt stock exchanges. 


Please send me more informa- 
tion about Elkem: 


C "The Power of Elkem” 
brochure 


C] Annual Report, including 
the latest interim report 

Name. 

Address 














Û Elkem 


P.O.Box 5430, N-0304 Oslo 3, 
Norway 
Tel. +47 2 45 01 00 
Telex 78 229 elkem n 
Telecopier +47 2 46 75 33 








Processors of 
‘green gold’ 


innboard, Finnpap and Enso- 

Gutzeit are the major exporters of 
the Finnish forest industry — the pro- 
cessors of “green gold.” 

Australia is where Finnpap, the Fin- 
nish Paper Mills Association, and 
Finnboard, the Finnish Board Mills As- 
sociation, have been represented 
longest. The Johnson family company 
has been acting as agents for Finnish 
paper and board there for three genera- 
tions. Sales over the years have varied, 
but this year around 30,000 tonnes of 
Finnish whiteboard will be sold in Aus- 
tralia. 

In Asia, Finnboard has a represen 
tive office in Tokyo serving Japan, 
where the demand for board is a huge 
9.5 million tonnes, around 50% of it 
corrugated material. Finnboard is dis- 
cussing with various trading houses and 
merchants to find the right channels to 
exploit this vast market. 

The Finnish state-controlled com- 
pany Enso-Gutzeit has significant busi- 
ness in the region, particularly in Japan, 
where it sells liquid-packaging and fast- 
food board, newsprint and printing pa- 
pers, kraftliner, sack-kraft, special pa- 
pers and elements for prefabricated 
housing. It is Finland's largest forest in- 
dustry concem, with its own marketing 
organisations worldwide. 

In addition to the Japanese office in 
Osaka, Enso has marketing subsidiaries 
in Singapore (established 1976), Hong- 
kong (established 1985) and in South 
Korea, which was established in April 
this year. The Hongkong office is Enso's 
main gateway to China, with its vast 
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SDS has more branches in Denmark and easily available and invaluable. 
than any other bank. Over 360 in fact...from If your requirements are for foreign 
Copenhagen right down to the smaller towns exchange transactions, money transfers, spot 
(and hamlets!). Your Danish customer will never or for ward dealings in Scandinavian currencies 
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potential market. The 
company estimates pre- 
sent total Enso sales of 
paper, board and pulp in 
the Far East to amount to 
around 200,000 tonnes. 
About 5596 of this is 
linerboard and sack-kraft 
from  Enso's Canadian 
manufacturing unit, 
Eurocan. 

Finnboard also has 
an office in Hongkong, 
set up in 1986, large- 
ly to develop sales to 
the Chinese market, and 
to handle sales to Ko- 


rea, the Philippines 
and Taiwan. Sales to 
China have taken off 
well, though volumes 


Paper plant: Asian demand. 


vary with the amount of 
foreign currency avail- 
able: in 1987 they amounted to 41,000 tonnes. China's 
economic reforms mean that it is no longer necessary to 
sell through the central purchasing organisations in Pe- 
king. 


Building an image 
Peter Karell, a director of Finnboard, who has spent time in 
Australia, Singapore, Hongkong and Tokyo sees the situation 
thus: “The Pacific rim countries can no longer be considered Third 
World countries. Their products must be well packaged for them 
to compete all around the world. Hongkong, Taiwan and Singa- 









in the services Japan-Europe, Europa-USA/ 
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——— SCANDINAVIA IN ASIA 


pore, for instance, are no 
longer producers of 
cheap goods. They are 
building up their image. 
Finnboard looks set to 
play an important role in 
providing this packag- 
ing." 

Finnpap markets the 
production of 24 paper 
mills, and its sales com- 
panies, representatives 
and exporters cover the 
world. Sales in the Asia- 
Pacific region are hand- 
led by offices in Australia, 
Hongkong, Japan and 
Singapore. 

Japan is by far its 
biggest market in the re- 
gion, importing 132,200 
tonnes of printing and 
writing papers in 1987. 
Forest products account for about one half of Finnish exports to 
Japan. While these tonnages are impressive, Japan itself hi 
large paper industry, which satisfies around 98% of demand. 

Ofthe exports to China, 13,000 tonnes in 1987, 10,000 tonnes 
were newsprint. It is in other paper grades that the Chinese mar- 
ket holds out great promise — printing and writing paper exports 
rose from 500 tonnes in 1986 to 2,500 tonnes in 1987. Art print- 
ing paper and mechanically-coated paper are in rising demand. 

Converta, an association marketing Finnish converted paper 
and board products worldwide, has its own office in Hongkong, 
which also handles its China business. Ф 
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The FFV Aerotech business FFV Aerotech is one of nies, they deliver a broad roots establ 
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tered in Sweden, was founded sultancy businesses. Along for aircraft, engines, compo- Swedish 
in 1913 and has grown into an with its wholly or partially nents, avionics, hangar and FFV A« 
operation offering a veritable owned divisions and compa- support workshops, test becom 
smorgasbord of resources cov- facilities and airports. With scope of 
ering every type of mainte- Samy 
nance and overhaul activity ler 


for aircraft systems. We Keep You Flying 
D С 

КУ 
S-732 81 Arboga, Sweden FF V us Phone Int--46 589 R( 

















inland goes! for 
high-tech 


“ “С o for the hig! i-tech" seemsto be the rule for many Finnish 
companies. Two examples are Kone and Vaisala, who 
“make the "brains" for lifts and weather stations. 
* Kone is one of the world's three largest manufacturers of lifts, 
with a market share of almost 10%, and now has a subsidiary or 
an associated company in 35 countries. Since the early 1980s the 
Kone Lift Group has increasingly been concentrating on the Asia- 
Pacific area; feeling the market here is likely to grow more rapidly 
than Europe and North America. 
c: The company recently won an order for 24 lifts for Waterfront 
Place; a prime office development in the heart of Brisbane. Busi- 
ness in Australia has fared particularly well since joining up with 
: Elevator; the country’s largest lift-maker, in 1986. 
Next year, Kone is to supply 21 Finnish-made lifts for the huge 
Asian Development Bank headquarters being erected in Manila. 
An order has been p laced in Singapore for 31 Kone lifts and as- 
ociated electronic equipment in a major industrial centre. Kone 
5 also active in India, in topperation with Best & Crompton in 
jeacon. Lifts Ltd, which employs the latest Kone microprocessor- 
d technology: | 
ccording to Matti Perttul a, Kone’s director responsible for 
operations, “the Indian market for lifts amounts to ошип 






























factory, not push for az Indian des but E 
ther Asian countries where Kone Oy has previously not 














Met. equipment . 
‘Vaisala, established in 1936, is active in the development, 
manufacture and worldwide marketing of measurement equip- 
ment in meteorology, environmental science and industry; trad- 
ing in over 90 countries, It has subsidiaries in Japan and Australia: 
Vaisala isat present the only company in the world able to offer 
its customers all the major measurement units for airport meteoro- 
logical instrumentation entirely from its own production: cloud- 
height ceilometers, runway visual-range transmissometers; auto- 
matic weather stations, ATIS speech synthesizers; wind-shear wam- 
ing systems, etc, Recentsalesinclude complete automated airport 
met. Observatiori systems for Singapore, Brunei, Korea and China; 
and wind-processing systems for Indonesia, Malaysia and Thailand. 
In Australia, the Bureau of Meteorology is using Vaisala radio- - 
sondes at all of its 36 sounding stations, and New Zealand has also 
started to use them. Other users inthe region are Singapore, Malay- 
sia, Thailand, Hongkong, Taiwan, the Philippines, Fiji and Japan. 


Nokia moves to 
leading edge 


he Finnish company Nokia is a multinational conglomer 


involved’ in information systems, TV, cables, е E 


paper, floorings, tyres, even rubber boots. Since the early 1980s, 
electronics have steadily taken up an increasing: proportion. of. 
Nokia business. Today electronics account for 65% and overseas 
operations for. over 70% of netsales. e 
These figures were boosted by three. large acquisitions over ss 


the last year: the French company Oceanic andthe German Stan- 


dard Elektrik Lorenz, both in consumer electronics, as well as the ae 











Den norske Creditbank in Hong "жы 


| 
Den norske Creditbank is one of Norway's largest banks | 

гапа the first Scandinavian bank to have a branch in Hong 

"Kong. We are active throughout the Asia/Pacific region 
and a full range of financial services are available, 
including: 


Term Loans 
Project Finance 
Trade Finance 
China Joint Ventures 
— Shipping Finance 
— Guarantees 


Foreign Exchange 

— interest Rate and 
Cross-currency Swaps 

— Deposits 

Bond Dealing 

Equity Dealing 





For further information, please contact: 


Christian Mowinckel (Banking) 
"Francisco A. Da Roza (Banking) 
Ivar Bjornstad (Forex/Deposits) 
Christopher Harding (Bonds/Equities) 


DnC Limited/DnC Hong Kong Branch 

16th Floor, Two Exchange Square, Central, 

Hong Kong 

Tel: 5-265926 General / 5-266837 Dealers / 
| 5-266640 Securities 

Telex: 76020 / Facsimile: 5-8101389 
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THINK 


HUAL 


The big name in Ro-Ro transportation, serving all 
major Middle and Far East ports every 14 days. 


Talk to the professionals. Talk to HUAL 


HEAD OFFICE: HÜEGH-UGLAND pry LINERS A/S Dronningensgate 40, 
Oslo 1 - Norway Telephone: (02) 417100 Telex No: 77480 HUAL N 
—Telegrams: HUAL, Oslo 


TAIWAN Van Hai Steamship Co inc 10th D aaor, 136 Sung Chiang Road. 
P.0. Box 22437 Taipei 104 Telephone: (02) 542-6777 Telex: 21742 


SINGAPORE Harper Gilfillan (Singapore) Pte Ltd 
Shipping Division, 19th Floor, UIC Building, Shenton Way, Р.О. Box 2135 
Telephone: 220-2200 Telex: 24685 


HONG KONG Wallem Shipping (Hong Kong) Ltd 46-48th Floors, TERMES 
e de Road East Р.0. Box 40 Telephone: 5283911 
elex: 
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A WORLD OF CHEMICALS 





Dyno has a history of innovation that : 
dates back to 1865, when the company F | 
started production of dynamite based on 
the patents of Alfred Nobel. 

The willingness to accept new ideas 
and adapt to changing conditions has 
made Dyno into a highly international- 
ized company with operations | 
in 25 countries. Over two thirds of the 
turnover come from operations outside 
Norway. This makes Dyno one of the 
leading chemicals companies in 
Scandinavia. 

Dyno is an international market 
leader in the field of commercial 
explosives. In addition the company 
manufactures a broad range of industrial 
chemicals, from resins to sophisticated 
tissue typing diagnostics. Dyno's 
production also includes advanced 
plastic products. 

We intend to continue our tradition 
of innovation into a future where change 
is the only constant factor. 


€ DYNO 


DYNO INDUSTRIER A.S 
Tollbugt. 22. P.O.Box 779 Sentrum 
0106 Oslo 1. Tel.: +47 231 7000 


AUSTRALIA BELGIUM BRAZIL CANADA CHILE DENMARK ENGLAND FEDERAL REPUBLIC OF GERMANY FINLAND HONGKONG INDIA INDONESIA MALAYSIA 
THE NETHERLANDS NIGERIA NORWAY PAKISTAN THE PHILIPPINES PORTUGAL SINGAPORE SWEDEN SWITZERLAND TURKEY 1 NITED STATES ZIMBABWE 











Sears. NERSE ar D i Vee EEE ala ne ee ee ie kb at | 
` Data Systems Division of modern network based on di- 


gital technology which could 
be easily interfaced with the 
local analogue network, and 


d Sweden's Ericsson Group. 
i In Asia, Nokia has many in- 


К terests, though the most im- 


portant in size and potential 
are mobile telephones and 
telecommunications. In 
mobile phone sets, Nokia 
commands a 40% share in the 
Malaysian market, and has al- 
ready achieved a 20% market 
share in Thailand after only a 
years marketing effort. In 
South Korea the company 
produces phones for the US 
market in a joint venture with 


Tandy, and has a 15% share 
d the US mobile phone mar- 
t. 


К.Ы 
Nokia Malaysia: staff training. 





^ The digital future 


Around the world many different standards have been 


the work took just over one 


year. 

Early in 1987 Nokia re- 
ceived a large order from the 
New Zealand Railways Corp. 
for parallel fibre-optic trans- 
mission systems along the 
400-km stretch of track be- 
tween Palmerston and Hamil- 
ton on the North Island. With 
international cooperation be- 
tween Nokia, New Zealand 
Railways, R. A. Shaw As- 
sociates and Flouor Daniel, 
the entire system was installed 
in just a few months. 

China signed a major contract for a digital communications 
system for its railways in early 1987. The deal calls for six digital 


exchanges, transmission equipment, branching equipment and 
Nokia's TMS transmission management system. Again, an ability 
to meet tight delivery schedules was one factor behind the chc ' 
of Nokia as supplier. When US President Ronald Reagan vis 


. adopted by telecommunications authorities for cellular mobile 
` telephones. Most are national, only three — NMT, AMPS and 
`  TACS — having succeeded in obtaining international accep- 
` tance. All these systems are analogue, but the next generation of 


digital systems will conform to a common standard. 
In Europe a GSM system has been agreed upon by 18 coun- 
tries, due to start operations in 1991; Nokia has formed a consor- 


Indonesia a couple of years ago, the Indonesian PTT chose Nokia 
to deliver the advanced digital radio relay network and equip- 
ment required by the media and the president's aides. 


tium for European cellular development with Alcatel and AEG. In 
Ud Asia the authorities are discussing a uniform pan-Asian digital cel- 
— [ular system. With its development work in cellular telephone sys- 
... tems going back to 1983 and its present powerful position in 

. Asian markets, Nokia looks set to reap substantial benefits from 
. this. 

- The Nokia telecommunications project to provide services for 
bp" northern China's Daging oilfield was completed this summer. lt is 
the country's largest, with a network for both fixed and mobile 
an ` subscribers. Daqing isa thriving city of 800,000 people working in 

.. orsupported by the local oil and petrochemical industry, and the 
|. existing analogue network became inadequate. Nokia provided a 


Singapore project 

The latest of Nokia's successes is an order by 7 for 65 
systems of Nokia s MUXCARD higher order PCM multiplex 
equipment. Singapore will be pioneering wavelength division 
multiplexing, interconnecting 26 digital exchanges and increasing 
the capacity of cables through signal compression. Thomas Zil- 
liacus, director of Nokia's Asia-Pacific regional office in Singa- 
pore, sees this contract as showing the position of trust Nokia has 
established: “I remain confident that the countries in the region 
will continue to turn to Nokia when seeking solutions for their 
telecommunicationneeds." Ф 


be 
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High growth in 
Finnish chemicals 


he chemical industry in Finland has had a relatively short his- 

tory, but the last decade has been a period of high growth for 
the two Finnish giants in the chemicals field, Kemira and Neste. 
These are both state-owned and have expanded to become 
major forces worldwide in the production of fertilisers and of 
raw materials for the plastics industry. 

Kemira was originally formed 60 years ago to produce sul- 
phuric acid for domestic fertiliser production and other indus- 
tries. Up to 1980 the company had no production overseas. 
Now it has bought fertiliser operations in England (L&K Fertilis- 
ers in 1982), Holland, Denmark, Belgium and France. With the 
acquisition of a titanium dioxide plant in Savannah, Georgia, the 
company has become the fifth largest producer of this com- 
pound, used mainly in paints. 

Biotechnology also represents an area of promise for Kem- 
ira. In addition to its micropropagation facilities in Finland, the 
company has purchased a Dutch firm and works in close coop- 
eration with another in the US. 

The company has significant interests in the Far East. The 
company's largest export market is China, accounting for almost 
US$90 million in sales last year. Kemira is the largest Finnish ex- 
porter to China, total Finnish exports there amounting to almost 


US$160 million. The most important Kemira exports are special 
NPK fertilisers, viscose fibres and titanium dioxide. 

Malaysia is another significant market for special fertilisers for 
oil-palm, cocoa and vegetable cultivation. And acquisition of 
the British Macpherson paint company in 1984 means th 
Kemira runs the Macpherson subsidiary in Malaysia, 5150... 
Paints. In Thailand, Kemira sells special NPK fertilisers for fruit 
growing and forestry. 


Neste’s oil trading 

Neste has a representative office in Tokyo, dealing with oil, 
along with other offices in London, Houston and Espoo in Fin- 
land. At present Neste is involved in trading oil from the Persian 
Gulf, the North Sea and North Africa. In 1987 Neste sold more 
trading oil through its four offices than total Finnish domestic oil 
sales (16 million tonnes against 10.5 million). 

Neste is also involved in the supply of chemicals worldwide, 
with sales offices in Hongkong and Singapore for the Pacific re- 
gion. The principal products are polyethylene and polyp- 
ropolene, produced in Finland, Sweden and Belgium. 

The compound MTBE, used in petrol in place of lead to pre- 
vent knocking, is gaining considerable markets for Neste. A 
plant is operating in Saudi Arabia to produce this compound, 
Neste being a partner with the Italian company Eni in a joint ven- 
ture with the Saudi Arabian government. Discussions are under- 
way for the building of an MTBE plant in Malaysia, where Neste 
would be a partner together with the Malaysian national oil 
company, plus a Japanese oil company. 
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behind US, its no won der were 


































4 When Privatbanken opened its f 
22/4 Singapore office in 1984, it brought with it. § 
a wealth of international banking expertise. 
After all, we were the first Danish bank К 
to establish an independent worldwide TS 
office network. As Denmark's most inter- 
nationally oriented bank, our banking 
experience is second to none. 
Today, that experience is re- 
flected in a unique range 
of banking services to 
\ the Far East. 
à Advanced tech- 
X (nology - fully in- 
Ü tegrated with | 
Nd Privatbankens | 
worldwide office 
network - and a 
highly qualified 
personal service ensure 
prompt and efficient round- 
the-clock currency supervision, 
electronic banking services, foreign ex- 
change instruments, money market ser ғ 
47/4 vices and private investment banking. 
We also provide a wide range of credit 
facilities, including project finance, 
working capital loans and syndications. 
And, as a member of the Scandinavian g 
Banking Partners, no-one is better 
equipped to advise on Scandinavian 
related trade and finance. 
WERE 9» Whatever your banking needs, talk to 
Privatbanken Singapore. 
You'll enjoy the experience. 


Ф. PRIVATbanken 


uo 


DENMARK < SCANDINAVIA + THE МОНІ р 


Privatbanken A/S, Singapore Branch, 21 Collyer Quay, 18-01, Hongkong Bank Building, Singapore 0104. Telephone: +65 225 0511, Telex: 29246 
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WHAT 
AHLSTRO 


From Fiber Separation to the Headbox 


Ahistrom Fiberflow supplies pumps, 
screen plates and stock handling 
equipment and integrates them into 
complete systems for stock transfer and 
treatment. Ahlstrom stock handling 
innovations include the drum displacer 
multistage washer and Fibreflow waste 
paper repulping drum. Twincleaners, 
Ensovac deaeration and screeners are the 
core of the complete Ahlstrom short 
circulation system for paper machines. All 
the components of this system work 
together to reduce pulsation and improve 

paper quality. 


The Leader in Pump Technology 
Ahlstrom, the leader in developing 
Ет technologies for the pulp and paper 

ndustry, has the widest pump range 
available: for consistencies of 0-24%. 
“Ahlstrom MC technology gives you new 
opportunities for stock transfer and mixing 
;hemicals at higher consistencies. 


ills Rely on AHLSTROM PROFILE 
creening Technology 


More and more mills and screen 


Ahistrom South East Asia 

17-07 Shaw Centre 

1 Scotts Road, SINGAPORE 0923 
Tel. (65) 733 2522 

Telex 37694 alhuur rs 

Telefax (65) 732 8211 


manufacturers use AHLSTROM PROFILE 
screen plates. Thanks to their optimized 
surface contour, you get smoother stock 
flow and improved screening. Thousands 
of AHLSTROM PROFILE screen cylinders 
are in use around the world. 


The Number One CFB in the United 
States 

AHLSTROM PYROFLOW, with 63 
orders, has the largest market share for 
Circulating Fluidized Bed boilers. Five 
units are approved for coal firing under 
stringent California emission standards 


Ahistrom Recovery Boilers Provide 
High Availability and High Efficiency 

Ahlstrom recovery boilers (capacity to 
2000 tons of dry solids/day) burn black 
liquors in the lowest part of the furnace for 
efficient heat transfer and easy control of 
char bed conditions. The Ahlstrom forced 
liquor firing system ensures high 
efficiency and capacity. 


Marketing Services 


Tel. 358-52-291 111 


Telex 53169 ahlph sf 
Telefax 358-52-292024 





Ahlstrom-Rosenblad Evaporators: 
50 Years Experience, 500 Installations 


This has convinced us that the ultimate 
solution to any evaporator problem in the 
pulp and paper industry is the Rosenbiad® 
type free flow evaporator. Virtually every 
new pulp mill evaporator installation since 
1980 relies on this type of evaporator. 


(Kamyr, Inc. is a licensee of Rosenblad Corporatic 


High Capacity Lime Reburning hu: 

More than 60 mills operate a total of 70 
Ahlstrom lime reburning kilns. The 
reasons: high capacity, standardized kiln 
sizes, low fuel consumption and low 
emissions. They produce uniform, high 
quality lime with good causticizing 
properties. 


Ahlstrom-Enso Recausticizing Plants 
are Developed in Cooperation with the 
Customer 


Ahlstrom has delivered almost 200 
recausticizing plants, designed in 
cooperation with customers. A good 
example of Ahlstrom innovation is the 
Ecofilter pressure filtering process, for use 
as a separating process in recausticizing. 


A. Ahistrom Corporation 
SF-48601 Karhula, Finland 
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JAPAN 


The docile charm of 
the Japanese consumer 


By Carol Lutfy in Tokyo 


t is common knowledge in Japan, at 

least, that this is not the era of the Ja- 
panese consumer. Most take this for 
granted as an unchanging — and un- 
changeable — condition. Japanese con- 
sumers lack any sense of self-entitle- 
ment despite their country's growing 
wealth and the fact that 20 years have 
passed since the signing of the Con- 
sumer Act. 

This does not mean that there have 
been no improvements for consumers 
'' year — a record-breaking one for 

Orts, price competition and con- 
sumer spending. But intellectuals and 
business leaders have been behind the 
drive, not the consumers themselves. 

In Japan, where the merits of self- 
sacrifice outweigh the rewards of self- 
empowerment, it is not surprising that 
the consumer movement has not taken 
off. Over the past four decades, the Ja- 
panese have silently tolerated exorbit- 
ant prices for home-made products sell- 
ing for a fraction of their cost abroad, 
devoted lifetimes to saving for post-re- 
tirement and endured marathon work- 
ing hours, cramped living quarters and 
almost no vacations. More importantly, 
their lack of а sense that consumers 
have rights has left a void to which no 
one is held accountable: not the govern- 
ment or the manufacturer, or even con- 
sumer groups. 

"There is no organisation which truly 
represents Japanese consumers," says 
" tsumi Hayakawa, editorial writer for 

Nihon Keizai Shimbun, Japan's fi- 
nancial daily. The 4,325 consumer 
groups here are, in fact, misnomers for 
something closer to quality-of-life or- 
ganisations. The motto of the Japan 
Consumers Union, Nishoren, is "pass 
down healthy life to our children and 
grandchildren," while the Japan House- 
wives Association, Shufuren, stresses 
the need for "the abolition of all nuclear 
arms and general disarmament." 

Although these are clearly valid con- 
cerns, they are surprising focal points in 
a country with a distribution system 
which typically utilises seven middle- 
men and institutional price fixing on 
everything from beef to air fares. 

Indeed, price is not a major concern 
here, nor are, in most cases, consumer 
rights. Instead, Nishoren aims to pro- 
tect nature, ensure safety and preserve 
Japanese culture — a programme which 
occasionally leads to anti-consumer 


positions. Blocking imports and stifling 


| members 





competition, for instance, are some of 
its standard positions. 

Overall membership of consumer 
groups peaked just after the first oil 
shock in 1974, but has declined ever 
since. “Many are in a period of transi- 
tion that will take years to complete," 
Hayakawa says. "In the meantime, they 
are losing popularity." The result, cri- 
tics charge, is a stack of paper organisa- 


| tions, which add up to little more than 


depositories for due money. A few are 
grassroots groups, while some are con- 
duits for food — middlemen of sorts 
within the consumer movement itself — 
and about a third are said to be fronts 
for the powerful agricultural lobbies. 
"They use the con- 


Takeuchi says, will result in a de facto 
loosening of standards over tim 

What is particular to Japan, how- 
ever, is that Nishoren has not lobbied 
the Japanese Government directly for 


stricter regulations, and, instead, has 
chosen to stonewall imports. What is 
peculiar, though. is the fact that 


Takeuchi's position on food closely mir 
rors that of Nokyo, the giant food 
cooperative which heavily donates in- 


kind services to his group. Takeuchi 
contends that there should be no con- 
flict of interest between consumer and 
producer 

Whether or not Nishoren's argu- 
ments are valid, some charge that 


they actually mask its fear of foreign 
products, which was brought vividly 
to life this year by a Central Union of 
Agricultural Cooperatives film on US 
imports. Linking images of deformed 
human fetuses, children with strange 
skin diseases and citrus decaying on 
docks to food from the US, the film's 
narrator asks: "If Japanese consumers 
are being poisoned, is it good to have 





sumer movement to 
oppose the importa- 
tion of agricultural 
products," says Hato- 
ko Shimizu, secretary 
of Shufuren, the oldest 
consumer group in the 
country. 

Unexpectedly, Ni- 
shoren, one of the | 
smallest of these con- 
sumer groups. is one of 
the boldest; it has 
already delivered а 
number of blows. The 
organisation of 4,000 
a mere 
whisper, | compared 
with, for instance, the 
Japan Consumer Co- 
operative's 19 million 
— is headed by Naoka- 
zu Takeuchi, and has 
helped restrict the ac- 
tivities of door-to-door salesmen, ex- 
posed Encyclopaedia Britannica's 
fraudulent advertising campaign and 
was effective in drawing up anti- 
monopoly legislation. 

Takeuchi boasts that one of Nisho- 
ren's greatest achievements has been its 
fight against foreign food imports. He 
justifies this by saying: "You can't trust 
weather conditions abroad," "You can't 
trust prices abroad" and "You can't 
trust food additives abroad." 

Takeuchi may have a point about 
food additives, which are widely used by 
foreign food manufacturers. Japan per- 
mits only 347 types of additives, while 
the US, for instance, allows, about 
2,000. As things stand now, Japan al- 
lows additives with no "rating," which 








Japanese department store: record spending. 


| ages they do not plan to relive 





open trade with the United States? 

The fact that these claims may have 
sprung up as an agri-business ploy to 
keep competition out of the country 1% 
irrelevant. The fear of foreign food has 


taken hold of Japanese consumers, and 
like the rice issue, is growing bevond the 
reach of reason 

While no consumer group tries to 


block all imports, none is willing to 
allow rice in, according to Shufuren s 
Shimizu. Today, the self-sufficiency ar- 
gument is sung as often as the national 
anthem, Immediately after the war, Ja- 
panese suffered from critical food short- 
They 
also point to the soybean crisis during 
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the administration of Richard Nixon, 
when exports were temporarily sus- 
79 


nded, as ат example of their vulnera- 
bility, and argue that from an ecological 
viewpoint, rice paddies prevent flood- 
ing, and from an aesthetic one, are the 
soul of the Japanese landscape. 

At present, it costs Japan about X30 
(22 US cents) to produce a bowl of rice, 
roughly 10 times more than it would in 
the US. *So what if it is more expen- 
sive," says Takeuchi. “Efficiency 
should not be made the criterion for 
whether Japan produces its own rice.” 
Consumers apparently agree. A survey 
by the The Asahi Shimbun daily news- 
paper earlier this year, revealed that 
about 70% would rather pay higher 
prices for rice than import it. Rice cur- 
rently accounts for 2-3% of food expen- 
ditures, and with consumption levels on 
the decline, savings are not necessarily a 
compelling consideration. 


PHILIPPINES 


| In any case, Japanese are inured to | tions expert in his 40s, gives an indica- 


| high prices by now. Last year they paid 

| 23% more than Americans for their 
food and tobacco, 17% more for trans- 
port and communication and 22% more 
for education and recreation, according 
to the Organisation for Economic 
Cooperation and Development. Al- 
though utilities across the country re- 
duced their rates this year, Japanese 
people are still paying more than their 
counterparts in the US for these services 
too. “The Japanese consumer has never 
been particularly sensitive to price," 
says Akiro Shoda, professor of law at 
Keio University. "Industry naturally 
takes advantage of that." 

| АП over the world, consumers are 

| pushed about; the question is why Ja- 

| panese consumers do not push back. If 
Takashi Akao, an IBM telecommunica- 


Warning: joining the bar is 
hazardous to your health 


By Margot Cohen in Manila 


О: a narrow, broken pavement fac- 
ing the Philippine Supreme-Court, 
a small group of neatly dressed placard- 
carrying protesters wore scraps of pur- 
le ribbon as if in mourning. "We are 
embers of the Bar. Not Targets in the 
War," read one placard. "Supreme 
Court, Protect Your Lawyers." 

Their protest was against the murder 
of three lawyers identified with human 
rights advocacy — incidents which oc- 
curred over three weeks this summer 
and received only scànt attention from a 
public inured to the daily violence of 
urban slums and remote countryside. 
This seeming indifference stems from a 
startling change in public attitudes to- 
wards the "human rights lawyers," 
whose image has changed from that of 
democratic crusaders to suspected com- 
munists in the five years since the 1983 
assassination of Benigno Aquino Jr. 

This change ironically reflects simi- 
lar attitudes within the administration 
of President Corazon Aquino, who 
made the human rights issue central to 
her electoral campaign and brought 
many of its proponents into govern- 
ment. Today, however, few human 
rights advocates remain in the executive 
branch, and both domestic and interna- 
tional human rights groups are some of 
the government's harshest critics. 

For those mourning their colleagues 


outside the Supreme Court support of | 


human rights is a virtual passport to the 
grave. Although three months have 
passed, two of the murders remain un- 
solved while the suspected mastermind 
of the third, believed to be an army 
major, is still at large. 


Forced to adapt to the turbulent poli- 
tical landscape of the Philippines, some 
lawyers have lost sight of principles they 
had espoused in the past. "It took this 
occasion to be in power to find out what 
we really were," says Haydee Yorac, an 
outspoken commissioner of the Com- 
mission on Elections. "This is not only 
true for human rights lawyers. A lot of 
| people who were in the protest move- 





tion as to how the Japanese see it, it may 
be that they believe in the justice of the 
system. Although dissatisfied with his 
standard of living, Akao says complain- 
ing is unpopular and unproductive. “Of 
course, Йан affordable housing," he 
explains. "But Tokyo's governor already 
knows the problem, so why should 1 
make a fuss." This is not exactly apathy, 
but rather a naive trust in the govern- 
ment and its will to make things better. 


eyond that, given the opportunity 

to buy identical merchandise at un- 
identical prices, Japanese consumers will 
not always choose the cheaper. “They 
shop where they feel comfortable, where 
they have a relationship with the shop- 
keeper," says Shoda, "even if his mer- 
chandise is not the best or the cheapest." 


dinand Marcos declared martial law and 
the courtroom became one of the last 
few avenues of dissent. Using measured 
legal parlance rather than the im 
sioned rhetoric of the street, they stcau- 
ily put on record instances of illegal de- 
tention, arrest, torture and murder. 
And, though, they lost most cases, they 
persevered in their campaign. 

In à bid to lessen their isolation, the 


lawyers formed the Free Legal Assist- 


ment, whom you would never think of | 


being opportunistic, dishonest and cor- 
rupt have turned out to be disappoint- 
ments." 

Some lawyers are now also question- 
ing the motives of those lawyers who 
took up the mantle of human rights after 
the 1983 assassination of Benigno 
Aquino. "There was a perception that 
in case the establishment fell, they had a 
convenient passport to the new adminis- 
tration," maintains 


ance Group (FLAG) with chapters 
throughout the archipelago. J. Antonio 
Carpio, FLAG's founding member and 
now director of the National Bureau of 
Investigation, recalls the “cool and the 
calm that all of us were exercising dur- 
ing the dark years.” But, the fear of per- 
secution haunted them everywhere — 
at any moment, they could be served 
with dreaded PDAs (Preventive Deten- 
tion Actions) which allowed for indefi- 
nite detention without charges. 
Aquino's assassination, however, 
spurred the emergence of a group of 
anti-dictatorship activists, who propel- 
led the lawyers to new рготіпегсе 
Shrugging off the Marcos label of c 
munists, they further enhanced their 


| credibility by founding the Movement 


of Attorneys for Brotherhood, Integrity 
and Nationalism Inc. 





Bicol congressman 
Edcel Lagman, who | 
says he had opted 
against membership 
in any human rights 
group though his 
ormer legal practice 
had taken care of 
some human rights 
cases. "Some joined | 
not аз а matterofcon- | 
viction, but as a mat- | 
ter of convenience," 
he adds. 

Lawyers advocat- 
ing human rights 
began gaining atten- | 
tion in 1972 when 
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(MABINI), which at- 
tracted prominent 
members of the bar. 
And, with the fall 
of Marcos came more 
changes. Aquino, who 
had grown close to 
her husband's counsel 
during his seven and a 
half years in prison, 
relied on the lawyers 
and their colleagues 
to shape her cam- 
pese. Her team 
xulged with MABINI 
and FLAG members, 
including the likes of 
Joker Arroyo, Rene 





former president Fer- 


Saguisag, Teofisto 
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But even Japanese consumers have 
their price. "We'll buy Japanese if the 
products are comparable," says Tatsuya 
Ogawa, a middle-manager at a small 
language-services firm. "But if there's a 
real savings to be had, we'll eventually 
switch to the cheaper brand." Buying at 
a discount requires homework, how- 
ever, and that is not something the aver- 
age shopper knows how to do, accord- 
ing to Hayakawa. 

Yet, even if Japanese consumers 
may have a stronger fighting spirit, they 
are legally handicapped. e term 
"consumer rights" was omitted from the 
1968 Basic Acts for the Protection of the 
Consumer, and, so far, attempts to in- 
troduce the concept have foundered. In 
1971, for instance, the Fair Trade Com- 
mission (FTC) set regulations for label- 
ling juice which consumer groups had 











found misleading. When Shufuren com- 
lained, the FTC countered by charging 
it did not have the right, and the fight 
went to the courts. Shufuren lost, and 
the result was a new 1978 Supreme 
Court ruling which said consumers were 
not entitled to challenge government 
decisions. 
For the time being, at least, relief 
is on the way. Keidandren, the presti- 


gious and politically potent business | 


association, has taken up the consum- 
ers’ cause. Almost two-thirds of its 
members encourage simplifying the dis- 
tribution system to bring costs down — 
a position which echoes a pledge made 
by Prime Minister Noboru Takeshita 
at the Toronto Summit earlier this 


| year. Isao Nakauchi, chairman of Daiei | 


| Inc.. Japan's largest retailer, has also 


| added his voice to this campaign, sup- | 








porting less rigid import*restrictions. 

Although there are some gains in 
store, strings continue to be pulled from 
the top-down in а society which prides 
itself on being bottom-up. Some con- 
tend that this will not change until the 
character of the consumer changes; 
and, in a country where, as Hayakawa 
puts it, "individualism not ap- 
preciated," that requires a degree of re- 
socialisation. 

The Minsitry of Education, mean- 
while, is reviewing one proposal to in- 
stitutionalise consumer education in the 
Japanese school system. It aims to train 
shoppers how to think for themselves, 
how to research their purchases as well 
as to instil in them a degree of self-enti- 
tlement. "The most important thing is 
to make the Japanese consumer à 
tougher customer," Hayakawa says. E 
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Guingona Jr, Augusto San- 
chez and Wigberto Tanada. 
Outside Manila, lawyers 
| ипе the vanguard of the 
opposition in the provinces 
were appointed as temporary 
mayors and governors. In | 
one southern Mindanao re- 
gion, the government absorb- 
ed an entire chapter of FLAG, 
and in the scramble for posi- 
tions, even those who had 
generally steered clear of il- 
legal detention or torture 
cases went to great lengths to 
identify themselves as 
"human rights lawyers." 
Aquino herself took im- 
mediate action. She released 
all political prisoners, restor- 
ed the right of habeas corpus, 
revamped the Marcos-control- 















` LAWYERS 
FIGHT CASES 
NOT WARS 
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Human rights lawyers picket the Supreme Court. 




















Aquino), exposed the dif- 
ficulties of prosecuting vio- 
lators of human rights in the 
ost-Marcos era. Saguisag, а 
MABINI member and а mem- 
ber of the senate, argues that 
prosecuting the military 
would have amounted to po- 
litical suicide. "This govern- 
ment had an obligation to 
survive," he says 
And, it did. But, the 
lawyers did not fare as well. 
Just six months after Aquino 
took office, the old com- 
munist bogey was resur- 
rected, gaining momentum in 
the following months. Menac- 
ing talk of “leftists” in 
Malacanang overshadowed 
substantive criticism of ineffi- 
ciency or favoritism, First to 











led Supreme Court, and es- 
tablished a Presidential Committee on 
Human Rights (PCHR) to investigate 
abuses. Such moves, together with her 
* е-ѕсаіе recruitment of lawyers as- 

ated with human rights advocacy, 
raised expectations that there would be 
“no violations, or very few violations of 
human rights,” says Silvestre Bello III, 
undersecretary of justice and a former 
member of FLAG. “I myself thought 
that FLAG may no longer be relevant,” 
he adds. 


ut lawyers who were not embraced 

by the administration were not sure 
such reforms were going to work out. 
“The military machinery is intact,” 
Davao attorney Antonio Arellano com- 
lained in July 1986, five months after 
eaving a detention centre. “The people 


in the countryside suffer the same fears | 


and the same dangers.” 

The actual turning point in the 
lawyers' saga came on 22 January 1987, 
when thousands of farmers gathered at 
Manila's Mendiola Bridge to press their 
demand for land reform. Insisting they 
meet Aquino, they surged towards 
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Malacanang Palace prompting troops to 
open fire killing at least 12 in a matter of 
seconds in what became to be known as 
the “Mendiola Massacre." 

The cabinet was divided on whether 
to punish those who had pulled the trig- 
ger. Some lawyers identified with 
human rights advocacy argued in favour 
of punishment; others uneasily con- 
cluded that prosecuting the military 
would destroy a fragile coalition be- 
tween Aquino's fledgeling government 
and the army that had survived two 
coup attempts and would probably have 
to face more. In the end, no charges 
were brought, and the families of the 
victims were never compensated. 

"It was the very first time that I heard 
[myself] and [ExecutiveSecretary]Joker 
Arroyo being called ‘murderers.’ The 
pain was sharp. It was totally opposite 
of what we wanted our reputations to 
be." says Fulgencio Factoran Jr, secret- 
ary ofenvironment and natural resources. 

The ensuing uproar over the Men- 
diola incident, which spurred the resig- 
nation of most PCHR members (they 
later retracted under pressure from 
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quit was Labour Secretary 
Sanchez along with other lawyers in his 
department who had been associated with 
human rights advocacy. And, after the 
28 August coup attempt last year, Aqui- 
no accepted the resignations of Customs 
commissioner Padilla and of Arroyo. 

Former Supreme Court justice J. B. 
L. Reyes, the 86-year-old revered 
grandfather of human rights who served 
as FLAG chairman and PCHR mem- 
ber, maintains that Aquino would have 
given higher priority to human rights 
had Arroyo remained in the govern- 
ment. But, Saguisag disputes this argu- 
ment. "The issue would have remained 
— the palace was a 'nest of com- 
munists. So much time would have 
been wasted in that debate." 

In the provinces, too, the communist 
tag was a significant factor in the elec- 
toral defeat of many lawyers early this 
year, though lack of campaign funds, 
weak political networks and, in some 
cases, incompetence, also contributed 
to their demise. This all came as the mi- 
litary's attempt to label human rights 


| advocates as communists gained public 


credence — a misconception which was 
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fanned by the underground Left's 
capitalisation on human rights issues in 
its public campaigns. There were more 
death threats and 
lawyers — five lawyers have been killed 
since October 1987. 

In July, soon after the three latest 
murders, FLAG chairman  Pablito 
Sanidad told a congressional committee 
on human rights that lawyers had asked 
for a possible transfer of all human 
rights trials to Manila. "If that is the 
case, then there will be an admission of 
a total collapse of the judicial machinery 
in this country," he warned. 

In mid-1988, reports from the New 
York-based Lawyers Committee for 


THEATRE 


surveillance of 


Human Rights and the London-based 
Amnesty International confirmed that 
lawyers in the Philippines had become 
"targets in a war." The escalating kill- 
ings by the New People's Army of police 
and military officers have been matched 
by violence from military-backed, 
armed anti-communist civilian groups 
known as vigilantes, the reports said, 
also noting that the administration's 


| Commission on Human Rights — which 


replaced PCHR — had failed to aggres- 
sively investigate human rights abuses. 
Attorney Romeo С 'apulong blames 
the administration for the lawyers' 
deaths. "Whether the deterioration of 
human rights is due to active policies. 


Cho Cho goes to China; 
"". Butterfly hits Broadway 


By Linda Jaivin in Canberra 
Ao? wearing Western costume 
and blonde wigs have been a com- 
mon sight on the Chinese stage over the 
past 10 years as theatre companies there 
have run through the standard reper- 
toire of Western drama from Shakes- 
peare to Arthur Miller. But, attempts to 
blend elements of Western and Chinese 
theatre have been more rare, and not al- 
ways as inspiring. While some ancient 
Chinese stories have been successfully 
received and given a contemporary feel 
— such as the outstanding modernist Si- 
chuan opera Pan Jinlian — Chinese di- 
rectors tend to give older works the 
traditional treatment and to save seri- 
ous experimentation for modern ones. 
So when an Australian company re- 
cently toured Peking, Nanjing and 
Shanghai — its actors decked out in a 
ibination of Japanese drag and 
py night club attire, singing 


was "indifferent" to promoting the pro- 
duction. This meant that the show was 
not always as well attended as it might 
have been. 

Chinese theatre officials, were gen- 
erally impressed by Cho Cho San. Ying 
Ruocheng, vice-minister of culture and 
a well-known actor and director, profes- 
sed admiration for the small, versatile 
cast, the blending of techniques, genres 
and cultures, saying it "shocked" — as 
theatre normally should. 

Cho Cho San, produced by Mel- 
bourne's Playbox Theatre, is the crea- 
tion of Melbourne playwright Daniel 
Keene and director Geoff Hooke. It 
premiered in Melbourne in 1984. One 
of the innovations it introduces to the 


original ua of Madame Butterfly, the 
innocent Japanese girl seduced and 


abandoned by а callous American, is 





* ч f, | a 
opera, rock and jazz for their 
version of the Madame But- 
terfly tale — Chinese theatre 
buffs were amazed. This ver- 
sion is called Cho Cho San, 
based on an Italian opera 
adapted from a 19th century 
American short story. 

If John Luther Long, the 
American author of the original 
Madame Butterfly story (pub- 
lished in 1898), could see Cho 
Cho San, he would probably be 
confounded by its presentation: 
an irreverant mixture of cabaret, 
theatre, pantomine and puppet 
show with Japanese charac- 
teristics. The China Performing 
Arts Agency apparently feared 
that the Chinese audience 
would be equally in the dark, 
and, according to one clearly 
frustrated Australian source, 





| The Playbox Theatre's version of Madame Butterfly. 


| the human rights lawyer,” 


policies of tolerance, or tblerance re- 
sulting from pressure from the military, 
certainly, the Aquino government 
should be held accountable." he savs 
But lawyers serving in the govern- 
ment take a different view. “I think the 
breakdown has been more attributable 
to a breakdown of efficiency rather than 
commitment," Yorac says. "Manv in 
the extreme Right have come to realise 
that they are in no position to pull off an 
effective — de-stabilisation campaign 
against the government, so they have 
resorted to hit-and-run operations. The 
devil, so far as they are concerned 
and have been from the beginning is 


у she adds п 





that the Butterfly character is split into 
two. An actress plays Cho Cho San at 
18, as she waits for Pinkerton to return 
while a puppet called Butterfly, plays 
her at 15, when she first met her foreign 
husband 

Puppeteer Peter Wilson, who also 
manipulates the puppet which plays 
Cho Cho San's child, sits on stage 
bunraku (puppet) master, but u 





like 


with bunraku, he keenly observes the 
rest of the action, a character in his own 
right 

His puppetry is superb. There is a 


chilling eroticism in the scene of Butter- 
fly’s seduction by the American Pinker- 
ton, shown as a tender dismembering of 
the puppet. According to someone who 
saw the play in Peking, this scene was 
just one of sever: il which “touched some 
raw nerve" in the audience 
In the US, meanwhile, another ver- 
sion of Madame Butterfly (and one un- 
likely to be invited to China) has cap- 
tured the Tony Award for Best Broad- 
way Play of 1988. M. Butterfly by 
Chinese-American playwright David 
Hwang is a canny tale of sexual polities 
It combines the Madame 
Butterfly with one of the strangest tales 
of love-and-espionage ever to have 
stabbed international head- 


Story of 


E WEBBER 








| lines: the affair between former 
French diplomat Bernard 
Boursicot and his Chinese lady 
love Shi Peipu, who turned out 
to be no lady at all. The revela- 
tion that Shi was in fact a man 
turned a dramatic case of spying 
into international burlesque 
The Boursicot character la- 
ments in M. Butterfly: “1 have 
become patron saint of the so- 
| cially inept." At the start of the 
relationship, Song Liling (the 
Shi Peipu character) plays a 
kind of Maoist Butterfly to her 
French Pinkerton. But by the 
end, when the two are standing 
trial and Song's sexual identity 
is revealed and his power over 
his lover demonstrated, it is the 
Frenchman who is Butterfly, 
the pathetic and helpless victim 
| of misplaced love п 
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Chinese at heart? 


Hong Kong: Xianggang by Jan Morris. Viking, London. £14.95 (US$26.35). 


Ox of the most potent images of 
Hongkong is that of a people on the 
move. Even those who stay put live with 
an eye cocked towards Sydney or To- 
ronto, and, figuratively speaking at 
least, with their bags packed. The city 
is a place of in-migration and out- 
migration, a receiving and sending 
station which never had much of a set- 
tled populace until fairly recently. 

Many of the city’s Chinese 
population have already been 
emigrants twice over — from 
China to Indonesia, say, and 

then from Indonesia to Hong- 

` kong. “Nothing,” notes Jan Mor- 
ris in her sagacious biography of 
the city, "is rooted." The national 
flower of Hongkong is the 
bauhinia, "a sterile hybrid," Mor- 
ris observes astutely, "which pro- 
duces no seed." 

High on the list of cliches about 
Hongkong, along with the philis- 
tinism, is that everyone wants to be- 
come rich. There is nothing at all un- 
usual about this; why should the 
Chinese of Hongkong behave any diffe- 
rently from immigrants or refugees 
elsewhere — from the Koreans in New 
York, say, or the Indians in Britain — 
all on the well-beaten path of starting 
again and becoming prosperous 
through striving? 

Hongkong has been powered by the 

energies of people so impressed by the 


турлаа 


эу; 
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chances of success that they suffered 
reat hardships, even risking life itself, 
or the opportunity to start life anew; 
and the ones who have made it are still | 
close enough to their own success to 
take an uncomplicated, even crass, 
pride in their prosperity. Hongkong 













TRAVEL 


| Adiary on India 


Mirror by the Road by Peter Oppenheimer. Forest Knolls, California, and Inner 


E 
` | Wealth Press. US$12.95. 


fel P Oppenheimer's Mirror by the 

> Road is the result of a decade-long 

. acquaintance with India and its culture 
| and the author's concern that the Indian 
.| experience should go beyond its precon- 
| ceived notion as an endless tragicomedy 

| full of exotic motifs and human suffer- 
| ing. 
| This warm, affectionate, 
| travel book begins with an anecdote on 
| Alexander the Great's conquest of 
| India. Intimidated by what he had heard 
| about the spiritual powers of the In- 
| dians, Alexander summoned a few 
| yogis (devotees who practise yoga) to 

_ demonstrate their strength. They ar- 
_ rived at his tent and paraded around a 
| fire three times while saying: "Unlike 
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has been the classic immigrant city, а 
place of upstarts where an informed 
taste in anything not to do with busi- 
ness has been lacking, and where New 
Money has yet to mellow into Old. It 
was only in 1981 that the census 
showed, for the first time, that more 
than half its population was born in the 
territory. 

And yet, as Morris rightly observes, 
the Chinese of Hongkong do not feel 
themselves to be immigrants, but 
merely migrants from one part of China 
to another. They have remained ineffa- 
bly Chinese, and 150 years of British 
rule have not made them speak English 
any better. In Singapore and Malaysia, 
а whole class of Chinese settlers grew up 
creolised, speaking hardly any Chinese. 
But Hongkong is different; whereas 
other Overseas Chinese stand to China 
rather as Australians and Canadians do 
to Britain, the Chinese of Hongkon 
as Chinese as, say, the Welsh are 
lish. 

They do not have the indices of im- 
migrants to а marked degree: they 
have not come from a great distance or 
from an alien culture. The territory has 
never really been detached from China, 
and so inseparably linked are the affairs 
of the one with the other that it. seems 
to Morris only natural, and certain- 
ly inevitable, that Hongkong should 
be returned to the motherland: this is 
the one British possession, she says, 
where the "Mother Country" is not Bri- 
tain. 

National unity is the great Chinese 
dream, and it is the ambition of every 
self-respecting Chinese leader to assure 
his people before he dies of the reunifi- 
cation of China. Even China's elder 





you, we cannot claim to have conquered 
over others, but what we have con- 

uered is our own fear of death." They 
then bowed to the fire, entered its 
flames, and were consumed. 

The anecdote could put off readers 
who have been through many such 
stereotyped treatments of India by 
Western writers. But — the 
book proves itself to be a valuable per- 
sonal account of life in India's interior. 

After tackling the obvious problems 
of urbanisation, noise pollution, cor- 
rupt bureaucracy and the like in a few 
paragraphs, Oppenheimer goes on to 
explore the grassroots of Indian society. 
In this context, he relates his first visit to 
India, when he directly experienced the 








economic and cultural differences be- 
tween it and the West. The photogre^*- 
accompanying this diary also empha 

the sense of celebration which is part or 
Indian life. 

Oppenheimer uses his recollections 
of a series of personal encounters with 
ordinary people to tell how he learned 
to take a closer look at himself and come 
to terms with his own culture and ambi- 
tions. He describes how he meets an ex- 
traordinary spiritual teacher named 
Guru Nitya, who refines his sensibility 
and perception. And, it is here, when he 
recounts the Zen-like interactions he 
had with Nitya, that the book excels. 

Oppenheimer's reflections of a be- 
nign rural life and his continuous 
spiritual search are other redeeming 
points of this book which is subtitled А 
Transforming Journey of Spiritual 
Awakening. The author's subtle obser- 
vations of the Indian culture also pro- 
vide the reader with a rare chance to 
understand India on its own terms. 

— Thomas Palakeel 
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statesman Deng Xiaoping is not so mo- 
dest as to be beyond aspirations for a 
rominent place in the annals of history. 
e will probably not live to see Taiwan 
returned to the fold, but he has done the 
next best thing and asked the British for 
the handover of Hongkong. 

Deng did so just as Hongkong was 
acquiring a feeling of solidity, and fi- 
nally maturing into an established com- 
munity, with a sense of its own identity 
and a middle class of young, educated, 
modern Chinese who might, at last, give 
it the balance (which Morris calls the 
normality) that it has so far lacked. This 
generation was just getting into its stride 
when Deng and British Prime Minister 
Margaret Thatcher "signed away its fu- 
ture," and nothing in the story of the 
British Empire seems to the author 
"more moving than this conjunction of 
events." Something similar has, of 
course, happened once before; in pre- 
revolution Shanghai. 

But even the most Westernised of 

Hongkong Chinese, Morris be- 

's, feels a certain satisfaction at the 
thought of Hongkong ceasing to be a 
British colony. And, she is right. Those 
who have lived in Britain, for instance, 
and studied at British universities se- 
cretly rejoice the most. Morris is also 
justified in wondering whether 1997 will 
find them "returning to ancestral kind 
after all," since so many of the citizens 
are "revealed to be atavistically Chinese 
at heart" as that day approaches. 

One does not have to look as far 
afield as Peking for exemplars of 
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An age-old feud 





Chinese atavism. Selina Chow. a legis- 
lator and an Officer of the Order of the 
British Empire, evinces it clearly and 
chillingly enough when, during a debate 
in the Legislative Council on hanging. 
she declared: “I am a Chinese at heart 
... The law of the gods says that they 
that kill us should die." 

Of other transplants from the hinter- 
land, Morris particularly notes the 
Triads, likening them in 
the part they openly play 
in community affairs to 
the Irish Republican 
Army in some areas of 
Northern Ireland. Pub- 
lic or private venality in 
Hongkong is denied by 
nobody, and Morris gives 
many historical exam- 
ples of it, from the nepot- 
ism of former governor 
Sir John Bowring to the 
rake-offs of the notorious 
police chief Peter God- 
ber. When Hongkong 
started having communal 
lavatories, she writes, 
Chinese with a good nose for opportu- 
nity took to sitting on them for so long 
that people had to bribe them to get off. 

The more pessimistic of those who 
study usce ia and China's tea 
leaves prophesy a surge in corruption 
after 1997. Hongkong'sown susceptibil- 
ity to the temptations of corruption, it 
seems, is a preconditioning to trouble, 
because where democracy does not 
exist, corruption is one of the greatest 


Russian Azerbaijan, 1905-1920: The shaping of National Identity in a Muslim 
Community by Tadeusz Swietochowski. Cambridge University Press, Cambridge 


and New York. £25.00 (US$44). 


pon is sending troops to prevent 
age-old hostilities between Arme- 
nians and Azerbaijanis from escalating 
into civil war. Communal violence be- 
tween Christian Armenians and Muslim 
Azerbaijanis has intermittently flared 
up for most of this year. Strikes or- 
in Nagorno-Karabakh, the 


ganised 
largely Armenian enclave within Azer- 
baijan, have seriously disrupted com- 
munications and wei me the economy 


has suffered and so has the prestige of 
the government of President Mikhail 
Gorbachov, whose glasnost policy has 
unintentionally lifted the lid off long- 
standing disputes between the two. 

The roots of the current problems 
appear to stem from a desire by the 
Armenians to incorporate Nagorno- 
Karabakh into Soviet Armenia and 
their accusations that the Muslim Azer- 
baijanis have squashed the religio- 
ethnic population of Azerbaijan. 
Tadeusz Swietochowski's book, Rus- 
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sian Azerbaijan, 1905-1920, is timely as 
it gives a meticulous account of the 
events that preceded the establishment 
of Soviet rule in Transcaucasia. 

Persian and Arab domination pre- 
ceded a brief Russian occupation in the 
18th century, and the Tsarist Empire 
wrested permanent control from Persia 
early in the 19th century. But Azer- 
baijan's political and cultural identity. 
heavily tinted with Persian and Turkish 
influences, did not emerge quickly. 


Azerbaijan reached its zenith as an | 


oil-producing region around the turn of 
the century, when its capital Baku pro- 
duced more than half the world's oil 
supplies, turning it into a burgeoning, 
raucous boom-town. Urbanisation, 
however, came much later. The concept 
of nationalism entered Azerbaijan from 
Europe, and the resulting religio-ethnic 
fervour aspired towards some form of 
autonomy for its Armenian Christians. 
After the October Revolution of 1917, а 

















hindrances to its birth and growth. Mor- 
ris says that Hongkong is perhaps the 
most brilliant of all the possessions of 
the British Empire, yet Britain has de- 
nied it a taste of parliamentary demo- 
cracy, which it gave to even the most 
laggard of its territories — even those 
whose “electorate could only recognise 
pictures of frogs or crocodiles as 
emblems of the contesting parties.” 


British imperialism 
being her speciality, 
Morris is the ideal 


chronicler of the British 
half of the Hongkong 
story. She has written 
something remarkable, 
part history, part travel 
reportage, a book which 
does not eschew gossip, 
yet is energetically re- 
searched. She writesina 
mostly charitable vein; 
she admits to liking 
Hongkong better than 
she did six or seven 
years ago. She is not 
alone in this. Now that 
all is at risk, many citizens who have 
done nothing but grumble before are 
confessing to an attachment to the style 
of life which Hongkong offers. It is true, 
as Morris says, that there are few places 
in the world where so many people are 
at least doing what they want to do, 
where they want to be. Many a reader 
will finish the book with the hope that 
what she has written is not an obituary. 

— Lynn Pan 


Transcaucasian Federation of Azer- 
baijan, Georgia and Armenia enjoyed 
independent status for a short time — it 
was occupied by Turkish troops in 1918. 
This was followed within several 
months by a transient British military 
presence, and then the Red Army. 

In his book, Swietochowski con- 
cludes: “АП but final blows were dealt 
to Azerbaijani armed resistance, which 
smouldered until 1924, by the Soviet 
conquest of Armenia on December 2, 
1920 and of Georgia on March 18, 1921. 
With the fall of these two independent 
republics, the communists consolidated 
their hold over Azerbaijan, confirming 
once again the indivisibility of the fate 
of the Transcaucasian peoples in the 
face of their giant neighbour." 

The region did not become the Azer- 
baijan Soviet Socialist Republic until 5 
December 1936, and it appears that 
ethnic unrest flared up now and again 
during and after the rule of Stalin. 

Now that these age-old ethnic strains 
are out in the open again, it is difficult to 
see how the Gorbachov government can 
— without using physical force — em- 
ploy administrative and educational 
methods to alleviate existing strains. 
Swietochowski's book shows just how 
deep and extensive the roots of the cur- 
rent violence really are. — Martin Ebon 
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By Paisal Sricharatchanya in Bangkok 
hailand is gearing up to expand trade 
and investment with Laos. Although 

Bangkok remains embroiled in a dip- 

lomatic war with Hanoi over Vietnam’s 

occupation of Cambodia, the surge in 

Thai-Lao contacts underscores the be- 

ginning of a new attempt by Thailand 

and other recent protagonists of Viet- 

„пат to penetrate the vast but largely un- 

‘tapped Indochina markets. 

For Bangkok, Laos is the logical 

springboard into socialist Indochina. 

Despite the two governments’ ideologi- 

cal differences, the Thai and Lao share 

common ethnic and cultural bonds. The 
acrimony that prevailed during a border 
battle last December-February has now 
given way to a more cordial atmo- 
sphere, marked by a flurry of visits to 

Vientiane by Thai businessmen. 

"Laos  open-door policy coincides 

; With a trade-oriented approach adopted 
by. Thai Prime Minister Chatichai 
hoonhavan. Shortly after he assumed 
office in August, Chatichai pledged to 




























pressure would be maintained while pri- 
vate-sector dealings would not only be 
| permitted but encouraged. 

Since Bangkok does not recognise 
the Hanoi-backed Phnom Penh re- 
gime, Thai trade with Cambodia is of- 
ficially banned, though a black-market 
trade has flourished along their bor- 
ders. 

Chatichai's double-track approach is 
similar to that which Singapore has 
practised for several years. Despite the 
Singapore Government's formal oppo- 
sition to trade with Vietnam, Singapo- 
rean businessmen have been quietly 
operating а thriving bilateral trade 
which is unofficially estimated at some 
US$200 million a year. The volume, a 
large part of which is trans-ship- 
ped via Bangkok, trails the US$330 mil- 
lion handled by the Japanese. These two 
countries account for the bulk of Viet- 
nam's foreign trade which is estimated 
by the IMF to have totalled around 
USS$1 billion a year for the past three 
































urn Indochina "from a battle field into 
a trading market." The government is 
¿now considering abolishing a list of 61 
Strategic” items which had been ban- 
ed from export to Laos. Chatichai has 
also accepted a Lao invitation to visit 
Vientiane, possibly in November. 

| The pace at which Thai trade with 
лепат will grow largely hinges on a 
esolution to the decade-long Cambo- 
ian conflict. Thailand and Asean have 
been spearheading an economic boycott 
of Vietnam to press Hanoi to withdraw 
its troops from Cambodia. Despite 
'hatichai's shift of emphasis, the offi- 
ial policy remains unchanged. 
.Chatichai had to modify his In- 
"dochina stance following trips to Kuala 
Lumpur and Singapore in September 
when he was queried by his Malaysian 
and Singaporean counterparts. He later 
said that his regime was pursuing а two- 
track Vietnam policy — diplomatic 
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years (excluding trade with the Soviet 
Union). 

The Singaporean dealings have been 
bitterly resented by some sections of the 
Thai business community which see 
| Bangkok's rigid Vietnam policy in the 
past as blocking opportunities. They 
have responded warmly to Chatichai’s 
new Indochina stance, though in- 
terested businessmen say a firm govern- 
ment line plus official blessings, like 
tariff or export-funding assistance, are 
needed before Thai-Vietnamese trade 
can take off. 

The domestic lobby for such 
changes, which would in effect lift the 
official economic boycott, is expected to 
intensify as the prospect of a resolution 
to the Cambodian conflict nears. Al- 
though the question of the much-hated 
Khmer Rouge has yet to be resolved, 
Hanoi has pledged to withdraw all its 
troops from Cambodia by 1990. 
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Thailand strives to open up the Indochina market 


First in the door 


“Unless we try now to seize the 
[Vietnamese economic] beach-head, it 


| may be too late in the future," asserted 


Wong Pholnikorn, a former deputy for- 
eign minister who is well-regarded in 
both Laos and Vietnam. The Lao mar- 
ket is not going to be big, he said, but a 
stronger Thai-Lao trading link will im- 
prove the overall political atmosphere 
in this region. 

Despite Asean's boycott and a con- 
tinuing US trade embargo, foreign com- 
mercial interests in Vietnam have 
grown rapidly. According to official 
Vietnamese data, about 1,000 tr 
and  investment-related delegat 
have visited the country since Hanoi 
promulgated its  foreign-investment 
code last December. Some 30 contracts 
are said to have been signed, including 
three on petroleum exploration (involv- 
ing two west European and one Indian 
company), one tourism-related deal in- 
volving a Hongkong company and an 
Australian project to build satellite 


ground stations. 
J5 an and Singapore, and other 
estern countries, will obviously 
emerge as key players once Vietnam 
rejoins the regional trade and invest- 
ment community. But there is a con- 
sensus among the Indochina-trade 
lobby here that Thailand's proximity 
and its relatively advanced manufac- 
turing base will give it an edge to vie 
for a big share of the Indochina-eco- 
nomic cake. 

"There are strong potentials for ¢ 
nomic complimentarity," said We _ 
“The sort of Thai technology today is 
exactly what the Indochina states need. 
Thai investment in Vietnam, for in- 
stance, would be similar to Japanese in- 
vestment in Thailand.” 

Through a combination of legiti- 
mate trade and smuggling, Thailand is 
already supplying a wide variety of 
consumer goods to Indochina — to 
the extent that the Thai baht is now 
commonly accepted as a medium of 
exchange. Observers believe that with 
government approval trade in such 
items as textiles, bicycles, rubber san- 
dals or foodstuffs can be substantially 
boosted. Ё 

Indochina in turn has potential as a 


| source of raw materials for Thailand. 


Aside from minerals and timber, Laas’ 
huge potential for hydroelectric power 
can be tapped to support Thailand's fu- 
ture industrial development. Business 
sources also point to Vietnam's rich 

















(S NOVEMBER 1988: e. FAR EASTERN ECONOMIC REVIEW 


1 RR 


marine resources and 
minerals that are badly 
needed by Thailand. 

But realisation of 
these prospects depends 
on Thai success in play- 
ing the regional political 
game. For the present, 


Thai businessmen will 
have to be content witha | 
gradual opening — | 
through the Laotian 
door. 

One  almost-certain 


consequence from Thai- 
Lao trade liberalisation 
will be a rapid jump in 
the value of legitimate 
merchandise trade | 
(excluding ^ substantial 








Garment worker in Vientiane: potential for 
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joint-venture projects. 





Thai purchases of Lao- 





d Bechuse of the 
depletion of marine re- 
sources in the Gulf of 
Thailand, several local 
groups have tried to se- 
cure licences to fish in 
Vietnamese waters. But 
one particular project 
now being negotiated by 
Bangkok-based Cres- 
cendo Co., which em- 
phasises not only fishing 
ut also processing and 
export, appears to fit 
well with Vietnam's cru- 
cial needs for foreign ex- 
change. 
“Our objective is a 
joint-venture agreement 
with the Vietnamese on a 


dustry. 








generated electricity). This has risen | tion entirely exported to Canada and 


from Baht 818 million (US$34.8 million) 
in 1986to nearly Baht 1.2 billionlast year 
(75% of which wasin Thailand's favour). 
-nates that smuggling along their 

) km common border is at least the 
same size as official trade points to the 
potential for expansion. 

From the proliferation of Thai con- 
sumer goods on Vietnam's black mar- 
ket, a sizable part of the Thai trade with 
Laos appears to flow into Vietnam. 
есе. official Thai-Vietnamese 
trade dropped from a recent peak of 
Baht 212 million in 1984 to Baht 186 mil- 
lion last year. 

The newly established Thai company 
Friendship Agro-Industry & Trading is 
emerging as а potentially important 
player in Laos. Chaired by Wong and 
comprising several prominent Thai 
business groups (REVIEW, 30 June), the 
company has an agreement with the 
Vientiane city administration to pro- 
duce 100,000 m? of timber, is involved 
in experimental farm crops and studying 
wood-product processing and rattan 
furniture ventures. 

Unlike opportunistic traders mainly 

n Thai border provinces, some of 
whom are said to be intent on exploit- 
ing the Lao, the company appears to 
enjoy Vientiane's trust. Wong has rap- 
port with Gen. Sisawat Keobounphan, 
chairman of the Vientiane provincial 
committee and also Laos' military chief- 
of-staff. 

Another Thai scheme which may be- 
come the first major project under Laos' 
new-investment code is a joint-venture 
garment project put forward Бу 
Bangkok businessman Pridi Hiran- 
pruek. He recently signed a prelimi- 
nary agreement with the Dan Xang 
cooperative, a state unit under the 
Vientiane administration, which envis- 
ages an initial US$5 million investment 
next year. The project is to produce 
150,000 dozen light-fabric garments a 
year for export. 

At least one small, Thai-financed 
garment factory has been operating in 
Vientiane since 1986, with its produc- 
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| the EC. Banking on Laos' cheap labour 


and electricity — plus its advantage of 
not being subject to any quota control in 


| the West — Pridi's project expects to 


employ 800 Lao workers using 450 sew- 
ing machines. Negotiations are under 
way with US and South Korean invest- 
ors; the Laotian partner will initially 
subscribe to 15% equity, with an option 
to raise it to 40% later. 

An increasing number of private 
Thai missions have visited Vietnam 


| over the past year, though much of the 
| interest has focused on the fishing in- 
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comprehensive pro- 
| gramme to develop Vietnam's fishing 
industry," said Crescendo chairman 
Suradej Sundhornnavin, a former Thai 
army colonel. After more than a year of 
| talks, Crescendo recently signed a series 
of preparatory documents for the pro- 
posed joint venture with Southwest Sea- 
food Corp.. a state unit under Viet- 
nam's Ministry of Fisheries 
Suradej said Crescendo was invited 
by the Vietnamese because of its track 
record — a company affiliate has been 
operating a Thai-Australian fishing 
joint venture off the coast of Australia's 
Northern Territory ü 


Not quite free trade 


EC will demand reciprocity after 1992 integration 


By Anthony Rowley in London 

he 12-nation EC has formally moved 

to allay fears in Japan, the US and 
elsewhere that it will become a protec- 
tionist “fortress” after 1992, when full 
internal economic integration is due to 
take place (REVIEW, 5 May). But it has 
stopped well short of committing itself 
to the general principle of free trade. 

The best that Europe's trading 


| partners can hope for in those areas not 


covered by rules of the General Agree- 
ment on Tariffs and Trade (Gatt) — 


| such as the entire services sector or in 


public-sector contracts — is a system of 
managed trade where demands for re- 
ciprocity of access are paramount. 

The policy debate on the external di- 
mension of the single market — under 
which internal controls on the move- 
ment of goods and services in Europe 
are due to disappear — concluded on 19 
October with a declaration by the EC's 
executive commission that Europe will 
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| bea "partnership Europe. not a fortress 
Europe." 

Brussels promised to continue hon- 
ouring its multilateral obligations under 
Gatt, as well as those in bilateral agree- 
ments, such as those with Asean, This 
so-called policy declaration will not be 
formally endorsed, however, by the 
Council of Ministers — the EC's ulti- 
mate governing body — because the EC 
Commission sees little point in such an 
"abstract" exercise. 

Instead, any debate by the ministers 
of national governments will be con- 
ducted on a "case-by-case" basis when 
the commission proposes legislation on 
specific sectors. This appears to be a de- 
vice to permit Brussels bureaucrats 
wide latitude in negotiating the com- 
munity's external trade policy. 

Nevertheless, the commission's 19 
October statement did establish two im- 

| portant p The first is that EC de- 
‚ mands for strict reciprocity from its 
trading partners will not apply to trade 
in goods, because such trade is covered 
by rules of Gatt. Sensitive sectors, such 
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as car imports from Japan, are a notable 
exception, however. 

The second point is that the EC will 
not impose any retrospective demand 
for reciprocity of access before permit- 
ting institutions, such as Japanese 
banks, to benefit from the enlarged 
market. Although EC officials deny 
they ever formally. contemplated such 
measures, the commission is known to 
have taken legal advice on the possibil- 
ity. 

` In recent months, Japan has lobbied 
vigorously in Brussels and elsewhere, 
on its own behalf and on behalf of its 
East Asian neighbours, to obtain assur- 
ances that the creation of the integrated 
internal market in Europe will not result 
in a new frontier of protectionism. So, 
too, has the US. 

The 19 October declaration was the 
EC's response to such concerns, though 
Lord Cockfield, the internal market 
commissioner, sought to deflect them 
by alleging that "the great threat to the 
liberal world trading system is protec- 
tionist legislation in the US and protec- 
tionist attitudes in Japan." 

Yet, despite assurances in the 19 Oc- 
tober statement that it would be “ab- 
surd" for Europe as the world's leading 
trading power to "lean towards protec- 
tionism," the same statement em- 
phasised the EC's determination to 
"apply vigilantly the instruments of 
commercial policy it has at its dis- 
posal." 

What this means is that the commis- 
sion will now examine every aspect of 
the community's common external pol- 
icy and apply a much more active ap- 
proach towards the management of ex- 
ternal trade. It will use whatever 


weapons it can to prevent non-member 








countries obtaining cost-free benefits 
from the enlarged market of 320 million 
people. 

ommission officials claim that 90% 
of the community's external merchan- 
dise trade is free of any import quotas — 
being subject only to the common exter- 
nal tariff — and will thus be unaffected 
by 1992. 

The notable exception to this is the 
motor industry, where several Euro- 
pean countries have imposed quotas on 
the import of Japanese cars. These are 
due shortly to be renegotiated on a com- 
munity-wide basis, though EC officials 
in Brussels assured the REVIEW that this 
would not result in demands for recip- 
rocity of access to the Japanese car mar- 
ket. 


[e some form of continuing ex- 

ort restraint is bound to be demanded 
of Tokyo, though the 19 October state- 
ment contained an assurance that the 
new community-wide quota agreements 
"will not result in a higher degree of pro- 
tection than exists at present." 

Neither will reciprocity be de- 
manded in future negotiations over 
special sectors, where merchandise 
trade is subject to quotas — such as tex- 
tiles, which come under the Multi-Fibre 
Arrangement (MFA), and those goods 
imported from developing countries 
under the generalised system of prefer- 
ences (GSP). 

The practice of parcelling out GSP 
quotas among different member states 
is expected to end shortly as a result of a 
recent commission legal victory against 
the Council of Ministers. This means 
developing countries will be free to ship 
their duty-reduced quota of goods to 
wherever in the community they wish. 


BUDGETS 





National MFA quotas will probably re- 
main for some time, however. 

Where the EC will demand strict re- 
ciprocity is in “those areas where there 
are not multilateral rules." These in- 
clude services — a very wide area em- 
bracing banking and finance among 
many others — and the multi-billion 
dollar public-procurement sector in 
Europe. 

While Gatt is striving under the 
Uruguay Round of negotiations to for- 
malise rules on public procurement in 
transport, energy, communications and 
water supply, the EC will, meanwhile, 
feel at liberty to drive bilateral bargains, 
especially where it sees Gatt "dragging 
its feet." 

The intention is to prise open these 
ublic-sector markets elsewhere — not 
east in Japan. Much the same applies in 

financial and other services where the 
Gatt writ does not yet run. 

"This means that the community will 
offer free access to 1992 benefits for 
firms from countries whose market `- 
ready open or which are prepare > 
open up their markets of their own voli- 
tion or through bilateral or multilateral 
agreements," the declaration said. 

Not all countries would be expected 
to make the same concessions, the state- 
ment said. Europe *will not ask the de- 
veloping countries to make concessions 
that are beyond their means" and nor 
would it seek “sectoral reciprocity 
based on comparative trade levels.” 

EC officials define reciprocity as an 
“equivalency of market opportunities.” 
The example they give is that while Ja- 
panese banks control 10% of the total 
deposit base in Europe at present and 
European banks controls only 0.35% of 
the deposit base in Japan, the EC will 


Going for growth 


Malaysia seeks foreign investors with corporate tax cut 


By Nick Seaward in Kuala Lumpur 


budget that takes 5% off corporate 
income tax and slaps a 5% sales tax 


on food might be considered a danger- 
ous political move in most countries. 
But in Malaysia, where the leftwing has 
no coherent financial policy and where 
growth in 1988 is running at an official 
7.4% in terms of real GDP, Finance 
Minister Datuk Paduka Daim Zainud- 
din’s first expansionary budget is receiv- 
ing praise from most quarters. 

The main thrusts of the 1989 budget 
are aimed at stimulating private invest- 
ment and productivity. In particular, 
the Malaysian Government has decided 
to compete head on with Thailand and 
Singapore for the foreign-investment 
dollar. The giveaways include: 

» А reduction in the maximum rate of 








corporate tax from 40% to 35%, with 
effect from 1 January 1989. The 5% de- 
velopment tax will be abolished in 
stages from 1990, starting with a one 
percentage-point reduction. The total 
cost is estimated at M$475 million 
(US$179.4 million) a year. 

» Accelerated depreciation for the 
M sector. The exploration al- 
owance will be increased from 596 a 
year to 15%, and plant expenditure al- 
lowance from 6% to 1096 . 

» Increased tax deductions for 
bonuses, including linkages of tax-de- 
ductible bonuses to percentage in- 
creases in profitability. 

> Small and medium-scale industries 
will qualify for pioneer status and multi- 
national companies will get tax breaks 
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not demand an equivalent market pene- 
tration before agreeing to grant licences 
to Japanese banks in Europe. It will in- 
sist only on the freedom for European 
banks to establish in Japan if they so de- 
sire. 

Commissioner for External Rela- 
tions Willy de Clercq hedged the ques- 
tion of how the EC will decide how 
much reciprocity of access developing 
countries (as distinct from developed 
nations) will be expected to offer. 

In the area of corporate takeovers, 
too, the 19 October statement made it 
clear that in the (likely) event of com- 
munity rules being drawn up on these, 
"the possibility of ndudius provisions 
for obtaining comparable conditions for 
community firms in non-member coun- 
tries" should be explored. 





From bad to worse | 


EC-—South Korea trade relations take another dive 


By Shada Islam in Brussels 


he EC's pursuit of South Korean 
shipping giant Hyundai Merchant 
Marine for what it considers unfair pric- 
ing policies, appears likely to result in a 
further deterioration in relations be- 
tween the community and South Korea. 


The EC Commission, which started | 


investigating European shipping lines’ 
complaints about pricing by Hyundai al- 
most a year ago, has just asked the 12 
community member governments to in- 
troduce heavy fines on container car- 
goes carried by the company on its Aus- 
tralia-Europe route. The penal- 

































ongkong overnor Sir David Wilson and de Clercq. T 


ties, worth about US$510 for 
| each 20-ft container and rising 
to US$1,010 for each 40-ft con- 
tainer carried on the route, will 
have to be paid by Hyundai ships 
each time they dock in EC ports. 

A final decision on the fines 
by EC member-state govern- 
ments is expected by the end of 
November. Given the current 
trade-related bitterness be- 
tween Brussels and Seoul, EC 
officials say the commission's 
decision is likely to be upheld 
by ministers. 

Commission investigators 
claim that Hyundai has been 
undercutting normal freight 
rates by an average of 26% on 
the EC-Australia run. “Hyun- 
dai's low rates were made possi- 
ble by non-commercial advan- 
tages granted by the South Ko- 











for setting up their regional operational 
headquarters in Malaysia. 

» Capital expenditure on agricultural 
ventures will be tax deductible. 

The reasons why Daim seems able to 
e so much away are contained in the 

reasury's annual Economic Report, 
which was released simultaneously with 
the budget on 21 October. 

The report reveals that the federal 
government has managed to balance its 
operating account for the first time since 
1985 — one year ahead of schedule. The 
report forecasts a surplus of M$108 mil- 
lion this year, compared with a 
deficit of M$2.04 billion in 1987. 
Malaysia also achieved a surplus in 
the current account of the balance 
of payments for 1988 of M$3.1 bil- 
lion — 57% higher than forecast 
last year. 

Daim is not letting the good 
news run to his head, however, 
and his budget is far less expansion- 
ary than it looks. The net loss to 
the government from all the tax 
changes will only be M$208 mil- 
lion. As a result, the projected 
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surplus in the operating account of the 
federal government will be M$248 mil- 
lion next year, instead of the M$456 mil- 
lion predicted by the Economic Report, 
which was compiled before the budget. 
The main beneficiaries of the budget 
will be the construction sector — which 
actually grew by 196 this year. Despite 
the uncertainty over price falls in the 
petroleum sector, which accounts for an 
estimated 30% of government revenue, 
Daim announced a 14% increase in de- 
velopment spending next year. This will 
restore direct expenditure back to its 
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(M$ million) 
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rean Government in the form of cargo- 
reservation schemes and advantages 
given in the process of restructuring їп 
the Korean shipping industry." 

The EC stresses that the eight major 
European shipping lines that filed the 
complaint against Hyundai face further 
discrimination because South Korea 
prohibits foreigners from owning or 
having a stake in firms engaged in on- 
shore activities, such as freight forward- 
ing, brokering and vessel chartering 

Hyundai's “unfairly low freight 
| charges" helped it to capture 4% of the 
| market on the route and caused "serious 
injury" to EC shippers by forcing liner 
rates to fall by 2.5% in 1986 when 
Hyundai first entered the market — and 
by 14.5% in 1987, says the commission. 
The proposed fines are designed to raise 
Hyundar's charges by 26% 

The EC's latest trade action against 
South Korea is expected to inject 
further strains into already acrimonious 
trade relations between the two sides. 
Only seven weeks ago, Brussels im- 
posed equally heavy anti-dumping 
penalties on South Korean exports of 
video-cassette recorders to Europe 

But, significantly, this is also the first 
time that the EC has taken punitive 
trade action against a foreign company 
specialising in services. As such, the 
community appears to be moving faster 
than the current Uruguay Round dis- 
cussions on an international agreement 
covering trade in services п 





former levels of 1983. "More resources 
are needed to develop and maintain an 
efficient system of public infrastructure 
and services," he said 

Overall federal-government expen- 
diture in 1989 will increase by 7.3% to 
M$30.2 billion, with the increase in ab- 





| 21,236 | 22,286 (+ 4.9%) 


22,534 (+5.1%) 


7,879 (+ 14.4%) 
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solute terms being split evenly between 
recurrent spending and development 
projects. 

Much of the increase in recurrent ex- 
penditure has come from an average 
15% wage increase for the 378,000 civil 
servants in categories A, B and C. This 
wage increase is the first since 1980 
for these government employees 
and was originally scheduled to 
be implemented as far back as 
1985. 

Daim also announced the low- 
ering of interest rates that civil 
servants pay on their concessional 
government loans for houses and 
cars. At the moment, they pay 5% 
and 6% a year respectively, but as 
from 1 January this will be reduced 
to a flat rate of 4%. 

This will not result in any addi- 
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tional expense for the government, 
however, as its cost of funds via three- 
month treasury bills has only been 3.4% 
for the past seven months anyway. 
Meanwhile, the pay award will cost the 
government only M$289 million extra a 
year, compared to the M$532 million 
that is being allocated to prop up just 
three state-owned commercial enter- 
prises — Heavy Industries Corp. of 
Malaysia, Sabah Gas Industries and 
Sabah Forest Industries. 

Apart from the relaxation on 
bonuses and the intangible benefits 
from greater infrastructural spending, 
there is very little in the budget for the 
man in the street. Among the 
“takebacks” announced by Daim 
were: 

» The imposition of a sales tax, with 
5% on food and building materials 
and 10% оп video-cassette tapes. 
Value-added tax will be implemented 
soon. 

> Fixed deposits placed with banks by 
residents for more than 12 months will 
no longer be exempted from the 5% 
withholding tax. 

» Entertainment by companies and in- 
dividuals will no longer be an allowable 
expense, with certain exceptions. 
Neither will the cost of free passage 
overseas and local travel for employees. 

But the corporate sector is losing a 
few goodies too. Daim has begun to dis- 
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mantle some of the tariff barriers that 
have protected Malaysian industry from 
the full rigours of the international mar- 
ketplace and is busy plugging up leaks 
from the taxation system. New mea- 
sures include: 

> The reduction of tariff protection for 
industries making furniture, chocolate 
products and soft drinks. 

> The separate assessment of oil com- 
panies for each petroleum agreement 
operated. Tax credits may not be trans- 


Curbing the cowboys 


New Zealand Government backs introduction of takeovers code 


By Mark Beyer in Wellington 
N ew Zealand's Labour Government is 
supporting demands for the intro- 
duction of a comprehensive takeovers 
code as part of its determined effort to 
change the "cowboy" image of the 
country's stockmarket and boost invest- 
or confidence. Minister of Justice Geof- 
frey Palmer has backed a report by the 
Securities Commission, a key advisory 
body, which recommends the adoption 
of a code based on the City of London's 
Code on Takeovers and Mergers. 

In particular, the commission has 
proposed that any company seeking 
more than 3096 of another company 
would have to launch a full takeover 
bid, and all shareholders in the target 
company would have to be offered the 
same terms and price for their shares. 
These proposals, which Palmer wants to 
have in law by the middle of next year, 
are the latest part of a comprehensive 
reform of securities markets. 

This reform process has been under 
way for several years, but was given 






Zealand's stockmarket slump and the 
subsequent emergence of many dubious 
or unethical business deals. Palmer said 
the existing approach of self-regulation 
was not good enough to cope with the 


MALAYSIA’S BUSINESS CYCLE 


(Annual rate of change % at current prices) 

[ ] Malaysia's gross national product 

— Exports of goods and non-factor services 
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Source: Malaysian Economic Report. 














REVIEWDIAGRAM by Barny Lee 

ferred from one agreement to another. 
» Capital allowances for ріопеег- 
status companies will not be allowed to 
be carried forward beyond the expi f 
the pioneer-status period. The acc 
ated . depreciation allowance for 
pioneer-status companies will stop at 
the end of this year. 

Complaints over these items have 
been muted, while the corporations 
mull over the prospect of a boost in pro- 
fits next year of around 10%. However, 








few market players who "behave with- 
out honour or scruple." 

Among the major reforms thus far 
has been the Securities Law Reform 
Bill, which provides for civil court ac- 
tion against insider traders and requires 
the disclosure of all shareholdings 
above 5*6 , including through nominees. 

Another major initiative has been 
the Corporations Investigation and 
Management Bill, introduced recently 
in response to a spate of finance com- 
pany collapses. It gives the registra 
companies increased power to act wł 
fraud or reckless trading is 











added impetus by the severity of New Auckland financial district: changing 'cowboy' image. 


suspected. The New Zea- 
land Stock Exchange has 
played its part with major 
reforms to its listing re- 
quirements, designed to 
strengthen the monitoring 
of companies and enforce- 
ment of its rules, and im- 
prove disclosure of infor- 
mation. 

The wide scope of future 
change is indicated by the 
existence of reviews cover- 
ing the Company Act, com- 
petition policy, accounting 
standards, insolvency law 
and financial reporting. 

In its latest report the 
Securities | Commission 
takes a neutral position on 











3 NOVEMBER 1988 e FAR EASTERN ECONOMIC REVIEW 


it remains to be seen whether employ- 
ees in the private sector will demand a 


share of their companies' 5% tax cut. | SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. 
AND THERE NEVER WILL BE. 


In the manufacturing sector — which 
grew by 12.8% last year to become the 
most important sector of the economy 
with 24% of GDP in 1988 — wages grew 
by only 4.5% overall and actually de- 
clined in the textiles sub-sector. Mean- 
while, the consumer price index has 
been rising steadily from 1.1% in 1987 
to an estimated 2.7% this year, and a 
forecast 3.2% next year. 

Accountants and economists con- 
tacted by the REVIEW, however, believe 
that Daim will want to harmonise the 
40% maximum rate of personal income 
tax with the new rate of corporate tax as 
soon as he can. They point out that one 
of his first major moves as finance minis- 
ter was to cut the maximum personal 

Б rate from 55% to 40% in 1985 to pre- 
vent leakages from one sector into 
another. 
Daim has given himself a year's 
breathing space in that respect. It is 
` after the 5% development tax is 
эу one percentage point in 1990 that 
a discrepancy between effective per- 
sonal and corporate tax will occur. 
Unless there is a disastrous fall-off in 
government revenue next year, econo- 
mists forecast a corresponding cut in 
ersonal tax at the next budget of at 
feast 1%. п 
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the benefits of company takeovers, but 
it strongly asserts that where takeovers 
do occur all shareholders should be treat- 
ed thesame. Specifically, it has proposed 
that any person acquiring more than 
30% of the shares in a company must 
offer to buy the remainder of the com- 
pany's shares, at the highest price they 
have paid over the past 12 months. 

Partial bids to lift shareholdings 
above 3095 but below 5096 were not 
favoured, nor were creeping acquisi- 

is — such as allowing the holder of a 

o stake to buy an additional 3% 
every six months without being forced 
into a general offer. Prohibition of these 
practices would make New Zealand 
unique among the major markets. 

However, the commission proposed 
that if a bidder gained more than 50%, 
further purchases could be made on 
terms different from the offer. A notice 
period of 14 days has been proposed, 
except for on-market cash offers, which 
would not require prior notification, 
and the minimum acceptance period 
would be 21 days. Compulsory acquisi- 
tion would come into effect when a 7596 
shareholding level was achieved. 

The commission has not proposed 
any transitional measures. In the case of 
investors who hold between 30-50% of a 
company, they would only be obliged to 
make a full takeover bid if they moved 
to increase their shareholding. 


——————À 
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“The moon phase calender” 
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There is still no Blancpain "collection" as 
such. The same case houses each of the 
six "masterpieces" of the art of watch- 
making developed by Blancpain 


Each watch is assembled, polished and 
finished by hand by the individual watch- 
maker. 


Only about a dozen watches, each indi- 
vidually signed and numbered, daily 
leave the workshops of Blancpain = the 
oldest watch name not only in Switzer- 
land, but also in the world. 
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INVESTMENT 


A closed shop 


Foreign firms strive to break into Japan's investment-trust market 


By Nigel Holloway in Tokyo 


Wi; an industry grows as big as 
Japan's investment trusts — net as- 


sets of ¥51.3 trillion (US$406.7 billion) 
at the end of September — and there are 
only 13 players on the field, it is not sur- 
prising that other companies want to 
Join in. 

The question of which firms, if any, 
should be allowed to join the favoured 
few, however, has recently taken on an 
international dimension. At the mo- 
ment, all the players are Japanese but a 
couple of foreign fund managers, in- 
cluding Jardine Fleming, want to enter 
the market. 

Japan's Ministry of Finance (MoF) 
has raised expectations by forming a 
study group to look at the future of in- 
vestment trusts. And there is even talk 
within the diplomatic community that 
foreign entry into the industry could be- 
come a trade issue. 

Foreign firms are allowed to sell 
trusts which invest in overseas securities 
to Japanese. But the size of these is a 
tiny Y777 billion compared with the 
value of certified investment trusts sold 
in Japan by the 13 licensed firms, many 
of which are active abroad in 
one guise or another. 

On the face of it, this 
would appear to be yet 
another case of unfair trade 
barriers against potential 
competitors. The real stumb- 
ling block, however, is one 
of the criteria which poten- 
tial managers must meet be- 
fore their licence applica- 
tion is accepted. It stipu- 
lates that trust managers 
must have access to a sub- 
stantial distribution net- 
work. 

Japan's management 
companies do not sell the 
trusts themselves but 
through closely affiliated 
licensed stockbroking firms, 
which can use their sales bat- 
talions to market the trusts 
throughout the country. None of the 45 
foreign stockbrokers in Japan has such a 
network. 

George Curuby, a consultant help- 
ing foreign fund managers sell their ser- 
vices in Japan, says that potential en- 
trants face a Catch-22 impasse: “No li- 
cence without placing power and no 
placing power without a licence." 

When the industry was put back on 
its feet in 1951, the government's aim 
was to use investment trusts as a way of 
channelling individual savings into in- 
dustry. Capitalists are less hungry for 








such funds these days, but the rationale 
still stands. Between 80-90% of invest- 
ment trusts are sold to individual invest- 
ors. "It's true that sales capacity is one 
of the important criteria," says an MoF 
official who supervises the industry. 

An alternative course for a possible 
foreign entrant would be to form a joint 
venture with a Japanese broker. Col- 
laboration by existing trust managers 
is widespread. Yamaichi Investment 
Trust Management has formed alliances 
with at least seven overseas managers to 
help it invest abroad. 

But the problem is that many Japan- 
ese investors are wary of putting their 
money in overseas funds and foreign 
fund managers rarely have the expertise 
of their Japanese counterparts in invest- 
ing in the Tokyo stockmarket. Only 876 
of the industry's assets are currently in- 
vested in foreign securities. 

The close relationship between trust- 
management firms and stockbrokers 
has been criticised for setting up a po- 
tential conflict of interest, with the 
former looking for income and ра) 
gains, the latter for commissions. What 


JAPAN’S INVESTMENT 
TRUST BOOM 


Distribution of 
net assets 
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duce more competition and to stimulate 
more public awareness about the differ- 
ence in performance between individual 
funds, of which there are more than 
3,000. For example, those stock invest- 
ment trusts which were launched in Sep- 


tember 1987 and are now paying their 
first dividend varied in yield from plus 
5.3% to minus 10%. 

The issue of greater competition is 
more difficult. In 1980, there were nine 
companies in the industry. There are 
now four more, but net assets under 
management have increased from ¥6 
trillion to more than #50 trillion. Most 
of the increase in assets has come in the 

ast three years as the stockmarket 

»med and interest rates on bank de- 
posits dropped. 

With shares moving sideways over 
the past six months, demand for invest- 
ment trusts has reached a plateau, but 
in the future growth is likely to resume. 
Investment trusts in Japan are held by 
13% of households, half the proportion 
which hold mutual funds in the US. 

Two Japanese companies, Univ 
Securities and Taiheiyo Securities, 
to enter the business. Both have back- 
pou in the industry, having been 
ormed from trust-sales firms. How- 
ever, other Japanese firms are keen to 
enter the market too. Banks, insurance 
companies and even department stores 
believe they could use their retail net- 
works to sell trusts. 

The MoF study group, which is com: 

osed of members from the 
industry and, significantly, : 
banker, will consider the 
problems involved. 

Curuby says that foreigr 
firms would do better to con: 
centrate on trying to ente) 
the market for pensior 
funds, which is worth morc 
than ¥30 trillion and is the 
exclusive preserve of the Ja 
panese life-insurance com 
panies and the trust bank: 
(nine of which are forei 
He believes this market .... 
open up some time nex 
year. This may be easier tc 
penetrate than investmen 
trusts, since so much pen 
sion money is institutional 
ised. 

If that happens, life insur 


REVIEWDIAGAAM Бу Албу Tı ers and trust banks will de 


could be easier than encouraging trust 
managers to "churn" (rapidly buy and 
sell stocks) to generate brokerage in- 
come? Critics also say that stock trusts 
have often become the dustbin for un- 
wanted share issues. 

Therein lies a dilemma for the indus- 
try and the regulatory authorities. 
Maximising distribution usually re- 
quires close ties between investment- 
trust management firms and brokers. 
But big profits may mean keeping the 
two as far apart as possible. 

The answer is likely to be to intro- 


mand concessions elsewhere in returt 
for giving up their exclusive right 
to manage pensions — such as in th 
field of investment trusts. By breakin; 
down the barriers that divide the saving: 
market, the scope for entry widen: 
reatly. For example, Ѕһеагѕот 
ehman Hutton might be able to use tht 
credit-card network in Japan of its par 
ent, American Express, to sell invest 
ment trusts or it could exploit its tie 
with Nippon Life, the country's bigges 
life insurer, which owns 13% of Shear 
son. 
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We are pleased to announce 
. the opening of our 





Far East Representative Office 


" dn Hong Kong 
as from October 21st, 1988. 


Landesbank Stuttgart | 
Far East Representative Office, 
Hong Kong, 

907 Two Exchange Square, 2 
8 Connaught Place, Central, 
Hong Kong, 

Telephone: 5-25 5013/14/15, 
Telex: 68 718 gzs hx, 

Telefax: 5-8 4004 74 


Chief Representative: 
Dr. Horst E Vetter 
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Federal Republic of Germany Stuttgart 


Effective December 51st, 1988, Landesbank Stutgart 


and Badische Kommunale Landesbank will merge to form i 


Südwestdeutsche Landesbank Girozentrale 
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Pacific Place, Hong Kong. 
The right place 
at the ight time. 


Pacific Place, the largest commercial c ever under- nase Two will add a further office tower, Two Pacific Place; the 
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POLICIES 


The grain drain 


Falling ouput puts pressure on China's state finances 


By Louise do Rosario 


hina is faeing its fourth consecutive 

year in which grain output has failed 
to match the record harvest of 1984 be- 
cause many farmers have lost interest in 
growing such unremunerative crops as 
wheat and rice. In a bid to overcome 
likely shortfalls, the state will import 
more grain, raise procurement prices 
slightly and put administrative pressure 
on farmers to grow more. 

Chinese economists recognise these 
are short-term remedies to the prob- 
lems created by the state's much-criti- 
cised policy of keeping retail grain 

rices artificially low with subsidies. 
is policy has kept urban consumers 

ft ybut has upset producers. 
his year, the state has again opted to 
Syuceze farmers and the budget rather 
than city dwellers who have already 
voiced discontent over rising consumer 
prices. A continued adequate supply of 
cheap grain in cities is part of the gov- 
ernment’s effort to restore social and 

economic stability. 

Earlier this year, Peking was keen on 
enlarging the free market in grain — 
which accounts for only 10% of total 
output but about 40% of grain which is 
available for distribution to urban resi- 
dents — and on further relax- 
rug te grain-price regime. But 
it has now backed off. On 10 
October, Minister of Com- 
merce Hu Ping reconfirmed the 
State’s commitment to freezing 
retail prices of grain and tight- 
ening the state’s near-mono- 
poly of grain distribution. 

ndustry sources estimate 
*^^* this year’s grain output 

be 395-400 million tonnes, 
snort of the targeted 410 mil- 
lion tonnes and down from last 
years 404.7 million tonnes. 
Aside from irrational pricing, 
bad weather (REVIEW, 22 
Sept.) and rising production 
costs also contributed to the 
decline. The summer harvest 
dropped by 1.8% to 90.46 mil- 
lion tonnes despite an increase 
in area planted of 64,000 ha. The au- 
tumn and winter crops are also not 
promising. 

Although the disappointing grain 
harvest will not cause immediate food 
shortages, it will worsen the supply- 
demand gap. While the supply of basic 
food grain will be assured, that for 
beer, spirits and livestock breeding 
will be tighter. In the longer run, a 
continued shortfall could be more seri- 
ous. Each year China's population in- 
creases by about 12 million and they 
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need. 5 million tonnes more grain. 

The anticipated shortage pushed the 
usually stable price of grain in the 
domestic free market up to Rmb 59 
(US$7.52-15.86) per 50 kg in August, 7- 
10% up from the July level. In some 
cities, the price of most kinds of rice 
and wheat rose by as much as 40- 
50%. With feedstock becoming more 
expensive, pig prices also increased 
10.87% to Rmb 198.87 per 50 kg in Au- 
gust. 

Grain shortages are most serious in 
Guangdong, Fujian and Guangxi, 
which require a total of 7.6 million ton- 
nes from other provinces and overseas. 
They have been lobbying Peking for ap- 
proval to export certain cash crops in 
order to earn foreign exchange to pay 
for more rice imports. 

Lured by rising prices, private trad- 
ers in the south have quickly moved into 
the usually inactive rice market, tempt- 
ing farmers to breach their low-return 
grain contracts with the state. Grain- 
rm provinces such as Hunan have 
had to tighten their control of grain dis- 
tribution to prevent the flow of grain to 
cash-rich neighbours. 

Farmers are thought to be hoarding 
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more grain. Of the 400 million tonnes 
harvested, farmers keep and consume 
about 270 million tonnes. The state buys 
about 85 million tonnes at the fixed pro- 
curement price of Rmb 0.35-0.50 a Kg or 
the negotiated price of Rmb 0.45-0.9 a 
kg. The remaining 45 million tonnes are 
sold freely on the market. In August, 
farmers obtained 0.72-1.17 a kg. 

At the moment most farmers are 
growing just enough to fulfil their con- 
tract obligations to the state and to meet 
their own basic needs because of falling 
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profit margins. Widening price differen- 
tials between industrial and agricultural 
outputs, and the rising inflation rate, 
make grain growing unprofitable com- 
pared with cash crops such as ramie, 
vegetables and tobacco. 

In Hunan, for example, state pro- 
curement prices for grain rose by 48.6% 
between 1980-88, but the cost of pro- 
duction rose by 42.6% in 1985-87 alone. 
For 50 kg of grain, farmers now can buy 
only 16.3 kg of steel (compared with 26 
kg in 1980), 136 kg (225 kg) of cement or 
20.4 kg (40kg) of diesel oil, according to 
the Economic Weekly. 

This year, agricultural inputs are 
costing even more because of rampant 
corruption. Rural cadres hoard fertilis- 
ers, plastic sheeting, diesel oil and pes- 
ticides, pushing up prices. As from 1 
January next year, the state is to resume 
control over the distribution of these in- 
puts to ensure that farmers receive a 
cheap and adequate supply. 

Peking has promised to raise the 
state-procurement price closer to the 
free-market price, though there is a 
limit to how much the budget can bear 
without passing on the extra cost to con- 
sumers. Guangdong raised procure- 
ment prices by 30% in May this year, 
but thé market soon restored the differ- 
ence. State prices may have to be ad- 
justed again soon. 

In Guizhou and Jiangxi, local gov- 
ernments have reduced state purchases 
to enable farmers to sell more to the 
market. Officials there have also 
squeezed consumption by reducing the 
number of people who qua- 
lify for subsidised grain and 
by imposing а  grain-sales 
tax. 

Where economic incentives 
fail, rural cadres use moral per- 
suasion, threats and other ad- 
ministrative measures to en- 
sure that the farmers sell more 
grain to the state and not to the 
market. Such pressures are 

isoning the already tense re- 
ationship between rural offi- 
cials and farmers. 

The bigger the difference 
between market and state-pro- 
curement prices, the more po- 
litical pressure local officials 
need to apply to fulfil the state- 

urchase plan. Their job is 
baad made more difficult at 
the moment because the Ag- 
ricultural Bank of China is short of cash 
to pay farmers for state grain 
sales. 

China has started to import more 
grain despite high world prices. Be- 
tween January and July 1988, China im- 

rted 7.17 million tonnes of grain, 
22% more than the same period last 
year, customs statistics indicate. For- 
eign traders estimate that imports for 
the whole year will reach 14 mllion ton- 
nes, compared with 16.28 milion last 
year. ü 
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By Carl Goldstein in Hongkong 


A new generation of 
super pigs is leading a 
stampede that is mak- 
ing livestock raising 
Asia's latest boom in- 
dustry. Rising afflu- 
ence in East and 
Southeast Asia plus 
international trade pressures are com- 
bining to attract corporate attention to 
what has traditionally been a small- 
holder segment of the region'seconomy. 
More money in consumers” pockets 
translates into a greater concern for im- 
roving the quality of life, of which a 
etter diet is a basic component. Among 
other things, this means eating more 
and better-quality meat: most countries 
around the region have experienced 
«|. steadily increasing per capita meat con- 
‘|: sumption during the past decade. 
At the same time, pressure by the US 
«has begun to push aside barriers to po- 
< tentially huge markets for US and other 
meat producers — particularly of beef 
~~ in Japan, Taiwan and South Korea. 
| Last year, the Japanese total beef- 
import market was already worth 
US$790 million, and the US Foreign 
Agricultural Service expects sales in 
volume- terms to rise from 220,000 ton- 
“mes last year to about 1.9 million tonnes 
by the year 2000. The US share alone is 
expected to rise from US$375 million in 
11087 to about US$I billion by 1992, 
. When import quotas are to be removed. 
In Taiwan, all beef imports for the 
first eight. months of this year surged 
more than 30% over 1987, with even 
“faster growth for high-grade cuts. US 
beef exporters are expecting at least 
` 10% annual growth in sales. 
Both foreign and domestic ag- 
|.ribusinesses are avidly searching out 
| und in many cases finding new business 
с opportunities. The result is fatter sales 
оГ beef and poultry products, bigger 
markets for feedgrains and increased 
sales of breeder pigs and cattle. At least 
one big US livestock company is selling 
turn-key. .pig-raising systems which, 
using the most modern technology avail- | 
- able, promise the ability to turn out de- 
signer pigs practically on an assembly- 
line basis. 
_. For the region's bigger agribusiness- 
es, no longer protected by impregnable 
"import barriers, the question is how to 
; defend themselves against foreign com- 
petition. The answer appears to be that 
Asian livestock raisers will haveto go the 
мау of North American agribusinesses 
many years ago — modernise operations, 
































| 
| 





E Т T Marb led bee fni che: page102 . Е : 
.  Pekinggoeshi-tech:page!02 | 





.. Taiwan's grand prize: page 1 03 
. Foreign beef potential: раде 104 _ 





grow bigger and integrate upstream | 
teedmills with livestock operations. 

A broad restructuring of the region's | 
livestock industries along these lines is 
already gathering pace. The changes are 
most striking in the swine sector. “In 10 
years' time, the hog-raising industry in | 
Asia is going to look entirely different," | 
said Guy Prall, the general manager of 
Pig Improvement Co. Far East, an 
Anglo-American company which runs 
pig genetics and herd management op- 
erations in some 20 countries. 

Pork is the main source of animal 
protein in most East and Southeast 
Asian nations — save those, such as In- 
donesia and Malaysia, with large Mus- 
lim populations. But backyard raisers 
have long dominated the field, at least 
in terms of how pig populations are dis- 
tributed, with only a narrow commercial 
sector serving some urban consumers. 

In most countries, practically every 
rural family keeps two or three pigs be- 
hind the house, fed seemingly for free 
on scraps and agricultural by-products. 
But even most commercial pig raisers 
in the region, with 100-200 pigs in 
à backlot shed, lack the size to at- 





A pig for 
all seasons 


cience has created the designer pig. 

By combining genetics with the latest 
in herd management techniques, pig 
raisers can now produce animals that 
are weaned earlier, gain weight more 
quickly with less feed, and have leaner 
carcasses. 

The key to scientific pig breeding, ac- 
cording to Guy Prall, the Hongkong- 
based general manager of Pig Improve- 
ment Co. Far East, a leader the genetic 
improvement of swine, is to look at the 
conditions under which the animal will 
be raised, and at the sort of carcass the 
local market values. 

Based оп these considerations, 
characteristics can be altered by care- 
fully monitoring the results when 
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Prosperity brings progress — and competition — to Asia's meat industry 


Primed to grow 


Кл 


tain reasonable economies of scale. 
China, for example, boasts a pig 
count of 340 million or more, like its 


| human population the largest in the 


world by far. Of these, only a tiny pro- 
portion are raised under anything ap- 
roaching modern, efficient conditions. 
‘et to the peasant family with a couple 
of pigs, the additional income generated 
from pig rearing can be the difference 
between a fat and a lean year. 


he story of the modernisation of the 
region's pig farms, then, is more 
than one of corporate strategy. “cll 
producers are under pressure as T 
before. Backyard pig pens and smatier 
commercial raisers are losing out to big 
operations, some with up to 10,000 pig- 
let-producing sows on a single farm. 
These companies — they may be found 
in Taiwan, the Philippines, Malaysia or 
Indonesia — are best equipped to use 
the advances in genetics, herd manage- 
ment, and efficient feed-mix controls 
that are increasingly required to attain 
profitability in a competitive market. 
Inevitably, the result will be changes 
in rural living patterns. The challenge 
for governments will be to manage the 
changes that must occur, while prevent- 
ing dislocations in rural people's lives. 
The main features of the new-look 
pig-raising industry now developing 
around the region include: 
» Fewer and larger farms. 
» The incorporation of foreign breeds 





breeding stock are mated. The: 
performers’ offspring are then bred 
back into the herd. If done properly, 
the overall quality of the herd is pro- 
gressively enhanced, and the animals 
descending from these superior breeders 
will bring a better price on the market. 

Generally, modern pig breeders base 
their conclusions on the breeding pigs 
that are mated, as opposed to testing 
their offspring. Technicians will observe 
how many piglets a sow produces with 
each farrow, and how many times a year 
she can farrow. Feed conversion ratios 
are calculated by comparing the amount 
of feed it takes the offspring to reach a 
certain weight. Those that manage a 
lower ratio (3.2:1 is very good) are win- 
ners. So are those with higher propor- 
tions of lean meat, which can be mea- 
sured on the live pig with ultrasound 
equipment. 

When. a farmer buys genetically im- 
proved stock, however, the battle has 
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(most often Durocs, Berkshires, or | 


Landrace lines from North America or 


Europe) with superior genetic charac- | 


teristics, which are then cross-bred with 
local breeds. 
» Modern 


herd management 


techniques. These include better-de- | 
-signed pig pens: controlled feed costs: | 


improved disease control, and faster 
turnover of the stock. 


» Forward and backward integration. | 


Feedmillers are getting into pig-raising. 


while the biggest pig farmers are moving | 
“into feedmilling, slaughterhouses and 


meat processing. 
Only a few years off are even more 


exotic developments. New genetic en- | 


gineering techniques to improve animal 


characteristics, growth stimulators that | 


do not have harmful side-effects. and 


improved vaccines will all help those pig | 


farmers who can make the investment 


necessary to reach new levels of produc- | 


tivity and profitability. 


The poultry business is not ex- | 
[p ncingthe same degree of change as 

0. яе industry. Largely this is because | 
similar developments occurred earlier. | 
The smaller chicken is much easier to | 


handle on an assembly-line basis than a 


pig or a cow. The operator’s up-front | 
investment can be recovered much | 


more quickly. Not only do chickens 
have a shorter life cycle, but they also 
take up much less space. Waste disposal 
is far more manageable. 

As a result, vertical integration in the 
oultry industry has advanced much 
urther around the region than in pig 

raising. Regional powerhouses like 
Thailand's Charoen Pokphand 


(REVIEW, 30 June). as well as big | 


domestic growers in Taiwan, South 
Korea, Malaysia and the Philip- 
pines already һауе  well-establish- 
ed operations enjoying economies 
of scale and modern management 
methods similar to those of major 





just begun. The farrowing house — 
where a sow gives birth — must be de- 
signed to prevent the new mother (who 
may weigh 250 kg) from inadvertently 
crushing her young by rolling on them. 
Also, very young pigs are susceptible to 
cold drafts. To ensure better mortality 
rates, both the farrowing house and the 
nursery, where piglets are moved at 
about three to four weeks of age, ought 
to be well-sheltered. 

Achieving the proper feed mix is cri- 
tical, as anywhere from 65-80% of total 
costs are eaten up in feed. Faster turn- 
over is also important. By shortening the 
time it takes to wean piglets from the 
sow, and increasing the daily weight gain 
during the fattening period, hogs may 
reach the proper market weight of 90- 
100 kg in 24 weeks, rather than 32 or 
more weeks. Thus a single sow can pro- 
duce 20 or more slaughter hogs a year, 
instead of 10-15 on less efficiently run 

farms. — Carl Goldstein 
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poultry growers in the US and Europe. | 

On the other hand, beef cattle-rais- | 
ing outside Japan is still in its infancy, al- | 
beit a prolonged one. Cattle herds were | 
established in the Philippines, In- | 
donesia and China in the 1920s and | 
1930s, but a combination of unfavoura- 
ble natural conditions, together with 
war and upheaval, prevented them from 
taking hold. 

Dairy cattle have made considerably 
better progress. Mindful of the nutri- | 
tional benefits of milk consumption, | 
governments have put a lot of money | 
and effort into establishing dairy herds, | 
But imports still supply a big proportion | 
of dairy-product consumption in most | 
countries in Southeast Asia. 


| 

| 

| 

| 

T trickle of foreign firms that began | 
moving into livestock develop- | 
ment in the region is rapidly turning into | 
à torrent, including some of the biggest | 
names in international agribusiness. | 
Cargill Co., the giant Minnesota-based | 
grain trader, is now the largest feedmill- | 
er in Taiwan with the two mills it oper- | 
ates there in conjunction with the state- | 
owned Taiwan Sugar Corp. (Taisugar). | 
Cargill's main US rival, Continental | 
Grain, sells grain and runs pig farms and | 
feedmills around the region. | 
Feedgrain lobbies have been active | 

as well. The US Feedgrains Council, the | 
trade association. representing feed | 
grain and seed producers and other US | 
agribusiness firms, has established of- | 
fices in Hongkong, Taipei, Seoul and | 
Tokyo. Its representatives work with | 
local companies and governments to de- | 
velop livestock industries. | 
Feed is the single largest expense for | 
any commercial livestock raiser, thus | 
| 

| 
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“Chicken, füasedon live dressed weight and frozen meat. Not comparab 


| with offices in Peking and Singapore, | 


| Farms, a big Manila pig farm. “The only 






into better sales of US 
The American Soybean As 


plays a similar role, while the US Меш 
Exporters Federation concentrates on d 
helping American meat producers | 
penetrate the region's markets. 

The impetus to rationalise the 
gion's livestock industries e 
only from foreign pressures. bur al 
domestic agribusinesses' desire to 
tend their reach up and down the f 
chain. Taisugar, Taiwan's largest pig 
and cattle-raiser, is preparing to move 
into the meat-processing end of the busi- 
ness. Great Wall Enterprises, one of 
Taiwan's leading food and agribusiness 
groups, has a feed pre-mix plant joint 
venture with Central Sova Co., of the 
US, as well as a pig farm. 

In the Philippines, San Miguel Corp. 
— the nation’s biggest diversified food | 
producer and livestock operator ~ 
started production in September at its 
new slaughterhouse and meat-process- - 
ing plant, which is operated by its Mone | 
terey Farms Corp. subsidiary, a 

“The farmer has always been the vic- 1. 
tim of the middleman,” said 92-year-old 
Felix Maramba Sr, the founder and pre- 
sident of Liberty Flour Mills and Maya 
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remedy is to produce most of the inputs 
yourself and then sell your product dis 
rectly into the market," he said. 

The company's pig farm in the Anti 
polo Hills, 50 km northeast of Manila; is 
now fully integrated, with its own feed- 
mill, piggeries, and 
























By Charles Smith in Tokyo 
P roducing high quality beef in Japan 

costs an estimated three to five times 
more than in the US. Yet industry 
specialists say that Japanese cattle 
breeders should still have a future even 
after import quotas are removed in 1992. 

One reason why Japanese 
breeders expect to survive is that 
home-reared beef caters for a mar- 
ket which differs from that of im- 
ported beef. Japanese wagyu cattle 
are grain-fed for up to 20 months 
before. slaughtering, whereas US 
сае are grass-fed until the past 





breeders in business | 


| the MoA estimates (REVIEW, 7 July). 
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1985 


Specialists at a Ministry of Agricul- | 
ture (MoA) research centre expect that 
Japan's beef self-sufficiency ratio will | 
decline from about 64% to 36% by the | 
year 2000, if the local industry is left to | 
compete with imports without any form | 


JAPAN'S BEEF IMPORTS 





of government assistance. A system of 


_ deficiency payments (subsidies to bridge 
| the gap between production costs and 


market prices) for breeders would raise 
the self-sufficiency ratio to around 40%, 


In either scenario, the lion's share of 
any increase in beef consumption is 
likely to be taken by imports, but the 
MoA's  deficiency-payment scenario 
would alow beef output to remain 
roughly at present levels. 

High beef-production costs in Japan 
are due in part to more expensive cattle 
feed than in the US — wholesale 
prices of imported feed grains in 
Japan are about 30% above US 
levels. A second major factor is the 
size of individual farms. Japan has 
about 270,000 specialised beef-cat- 














‘four months. A longer period of 





1986 





| 179,103 





tle breeders with an average of 9.7 
head a farm. 
In the US, a single farmer rears 









"grain feeding results in marbled 
‘beef with a high fat content which is 
favoured for Japanese dishes such 
as shabu-shabu. 



































The number of pigs in 
China is enough to 
rivet the attention of 
industry executives 
around the world: the 
country has 340 mil- 
lion pigs — 41% of 
a the world’s pig popu- 
tion — and it produces 17.6 million 
onnes of pork a year. 
Of most interest to international pig 
isers. is that China has embarked on 
rts to upgrade pig production, 
hich is now dominated by some 10-12 
lion inefficient small-scale piggeries. 
nese authorities are turning to for- 
eign agribusinesses to help them deve- 
Лор commercial pig farms. Their aim is 
то raise production in suburban areas to 
inerease pork supplies for China's cities, 
and to expand its export industry 


lucrative Japanese market. 
"Foreign companies are eager to par- 
icipate. "China has the potential to be- 
come-an extremely important market 
or us," said Michael Boccio, the Asian 
regional manager for Sand Livestock 
Systems of the US, a major pig-raiser 
and. supplier of hi-tech swine confine- 
“ment systems. 
Pork is serious business in China, 
сапа a sensitive consumer product as il- 
strated by the recent public outcry 
about higher pork prices and rationing 
dn cities. With higher rural and urban in- 
comes,. more pork is being eaten. 
China's per capita pork consumption 
shot up 19% last year, according to the 


beyond Hongkong and Macau into the | 
| Hongkong market — recent prices have 


1987 
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Peking pins hopes on 
hi-tech piggeries 
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many thousands of animals. Up- 
grading the size of Japanese beef- 








Source: Japanese Tariff Association. 





RENVIEWTABILES by Ricky Hui 


State Statistical Bureau. Increased de- 
mand has strained an already over- 
stretched production and marketing 
system, making urgent the improve- 
ment of pork supplies. 

Sand Livestock has set up two farms 
in cooperation with Guangdong рго- 
vince's animal husbandry bureau. One 
is a breeding farm near Canton, which 
uses imported superior breeding stock. 
The farm is selling breeders to pig farms 
throughout China. 

The other is a commercial pig farm in 
the Shenzhen Special Economic Zone, 
across the border from Hongkong, 
which supplies 120,000 pigs a year to 
help satisfy Hongkong’s yearly demand 
for 3 million pigs. Sand’s farm uses high- 
quality breeds and advanced herd man- 
agement techniques, such as rigorously 


| controlled feed mix, which produces 


pigs that command a premium on the 


been HK$1,000 (US$128) for a 100-kg 


i pig compared with HK$600 for most 


other Chinese suppliers. 

Sand signed an agreement with the 
Peking municipal authorities in October 
to establish a nucleus farm that will sup- 
ply breeding stock to commercial pig 
farms in the Peking area. Pig Improve- 
ment Co. (PIC), which supplied Sand 
with its breeding stock, has also helped 
launch a breeding programme with 
Hubei province's animal husbandry 
bureau. It involves a nucleus farm with 
850 imported sows of superior genetic 
stock to supply breeders for county- 
based multiplier herds. These will in 
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cattle farms may take time, bu `$ 
inevitable as older breeders r: А 


turn provide genetically improved sows 
to commercial state farms in Hubei op- 
erated by organisations such as China 
National Cereals Oil and Foodstuffs Im- 
port Export Corp., as well as some 
larger private farms, 

A network of 700 artificial insemina- 
tion (Ар stations have been set up in 
Hubei to provide AI services using the 
semen of stud boars from the PIC farm. 
Agricultural extension workers at the 
stations have been trained to dissemi- 
nate information on  pig-breeding 
technology, feed mix, medication and 
pig-pen design. 


he benefits of improved technology 
are clear. Most sows on existing pig 
farms in China produce 10 market ani- 
mals a year, compared with 20 or more 
for a modern farm elsewhere. A ` 
reason for the poor productivit 
Chinese pigs is the feed: on a diet of 
table scraps, rice straw, and other ag- 
ricultural waste, pigs take at least nine 
months to reach market weight. A well- 
run farm can fatten a pig for market in 
five or six months. Mortality rates are 


also high among China's small 
piggeries. 


Foreign companies wanting to be in- 
volved in China's pig industry are be- 
coming more numerous. Continental 
Grain, the giant US grain trader and hog- 
raiser, has set up pig farms in Guang- 
dong. Continental also has a feedmilling 
joint venture in southern China with CP 
Pokphand, the Hongkong arm of the 
Thai-based Charoen Pokphand (CP) 
agribusiness group, which itself runs ex- 
tensive feedmilling and poultry opera- 
tions in China. Several other multina- 
tionals are talking with Chinese au- 
thorities about setting up farms. 

CP is expanding aggressively its re- 
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Already, natural attrition has reduced 
arm numbers from the 1950 peak of 
about 2 million. 
E. Although Japan's beef-cattle indus- 
s try expects to survive import liberalisa- 
tion, cheaper beef could affect other 
domestic -meat production, including 
pork. Sharply rising pork imports, re- 
` flecting competition between Taiwan 
and other producers including the US, 
are another reason why the domestic 
pork industry could be in trouble. The 
US has launched a drive to regain its pos- 
; ition as a leading supplier of pork, lost in 
1977 when Taiwan and Denmark started 
to boost exports. This could result in se- 
_ меге price competition for domestic pork 
"s producers, 
vo Pork imports into Japan are subject 
(о a 5% tariff which can be raised when 





` designated levels. Import quotas were 
“abolished in 1972. Pig breeding, like 

poultry farming, has flourished in Japan 
7 because of the development of intensive 
. breeding and rearing techniques which 
i tapplicable to cattle farming. n 
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gional network of feedmilling, pig-rais- 
ing and poultry operations in Taiwan, 
China, Indonesia, Singapore and 
Malaysia (REVIEW, 3 Mar.). Its latest 
pan is for a large pig farm on China's 
ainan Island. If it goes ahead, the ven- 
ture could make a start on solving 
China's problems with pig disease, the 
single biggest bar to lucrative exports of 
Chinese pork to the Japanese market. 

Chinese pigs, and those in the Philip- 
pines and Thailand, are susceptible to 
foot-and-mouth disease. As a result, Ja- 
panese quarantine regulations bar im- 
ports of uncooked pork from these 
countries. Controlling the disease, 
especially for a continental nation such 
as China, is difficult. The task is made 
more difficult because the Chinese Gov- 
ernment refuses to admit that Chinese 
nies contract the disease. 

‘his attitude reaches absurd heights. 
»vc«duse the health authorities hold that 
China is free of the disease, imported 
breeding stock may not be vaccinated 
against it. One foreign company had 
US$2 million worth of sows destroyed 
— without warning — by the army when 
its entire herd came down with foot- 
and-mouth disease. 

Setting up pig farms on isolated 
Hainan could make it easier to control 
the spread of the disease, though daunt- 
ing transport and other problems must 
be solved. Another possible approach is 
to- establish so-called Specific Pathogen 
Free (SPF) zones or farms which are 
maintained under a strict health regime. 
Discussions between the Japanese and 
Chinese governments, Western ag- 
ribusinesses and Japanese trading 


houses are under way to determine 
whether Japan would allow the import 
of Chinese pork from approved SPF 
farms. 


— Сап Goldstein 
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the grand prize 


Japan is the grand 
prize for Asian pig 
raisers looking for 
new export markets. 
Although better 
known for its ability 
to keep other nations 
products out, Japan 









of pigmeat. 

The lure of this giant market is a 
powerful stimulus for the swine indus- 
tries of neighbouring countries to up- 


| | grade their pig raising. Hongkong and 
г prices in the domestic market fall below 


Singapore are also targets, despite their 
small populations. Hongkong's 5.5 mil- 
lion people consume more than 3 mil- 
lion pigs a year, while Singapore's 2.5 
million people, of whom 76% аге 
Chinese, consume 1.1 million pigs. 

In contrast with the protection 
Japan's cattle raisers enjoyed until re- 
cently, the Japanese Government 
liberalised pork imports in 1972. This 
move, along with high feed-grain prices 


| and other costs that make pig raising | 
| more than three times as expensive in 


Japan as on modern farms in the US or 
Asia, helped imports rise to about 5096 
of total demand. 

Taiwan last year became the biggest 
supplier to Japan, mostly in the form of 
frozen or chilled dressed carcasses, dis- 

lacing Denmark from the position it 

ad held for some years. The rapid ex- 
port growth Taiwan's pork suppliers en- 
joyed during 1986-87 — the supply of 
dressed carcasses to Japan rose 39%, 
while imports from Denmark declined 
27% — means they are now highly de- 
pendent on the Japanese market. 
About a third of Taiwan's pork produc- 
tion is exported — nearly all of it to 
Japan. Largely because of demand from 
Japan, Tatwan’s pig production has 
taken over as the island's most valuable 
agricultural product, ahead of rice, 
poultry and sugarcane. 

There are three reasons why 
Taiwan's pig farmers seized such а do- 
minant position in the Japanese market. 
One is proximity — which makes ship- 
ping costs lower than those of rivals Den- 
mark, the US and Canada. Another is 
the ability and readiness to meet Japan- 
ese consumer preferences. 

The third is Chernobyl. Denmark 
was affected by Japanese fears over 
radiation-contaminated food from 
northern Europe following the 1986 di- 
saster at the Soviet nuclear power sta- 
tion. Taiwan's pig producers were only 
too happy to step into the breach. Last 
year they shipped US$651 million worth 
of pork products to Japan, up from 
1755395 million the year before and 
US$241 million in 1985. 

Another factor in Taiwan's favour 


has become the world's largest importer | 


| company began raising pigs in the 






n exporters take 


was its already sizeable commercial pig- 
raising sector, With a local per capita 
consumption of 34.8 kg in 1987, the 
Taiwanese are among the biggest pork 
eaters in Asia. This provides a sound 
economic foundation for large-scale pig 
raising. 

Leading the pack is the state-owned 
Taiwan Sugar Corp. (Taisugar). The 














1950s as a source of manure for fertilis- 
ing its cane fields, Taisugar now runs 27 
pig farms turning out 65€ 

pigs а year — about 6% of Таман? 
total production. The largest private 
grower is Kaohsiung-based Presidento 
Livestock, whose farms in Pingtung 
County in southern Taiwan pro 
about 200,000 animals for marke 
year. Both Taisugar and President. am 
a handful of other big commercial operat- 


































PIG INVENTORY" | 


Despite Taiwan’s.s 
swine industry faces 
that could not only threaten its pos 
in the Japanese market, but also r 
risk the industry's viability, i 
among these are rising wages and 1 
costs, plus new environmental reg 
tions governing pig-waste disposal, 

Labour costs have been increas 
by more than 1096 а year. Ван 
more of a problem than cost is 
the difficulty of finding people 
work on farms. The pay tends to bed 
and the working week longer than in 
factories. 

Lax pollution controls made it ex 
for Taiwan to boost pig prc 
quickly when the Japanese marke 
koned. Pigs produce huge amour 
waste, and in Taiwan many far 
have simply flushed the muck into 
waterways, 

Recently. the balance of er 
mental polities has started to 
Farming communities are ac lo 
ting idly by as neighbouring р 
foul their waters and atmos 
pig effluent, sponding to p 




































+> enacted new rules with effect from 1989 
| that will for the first time require pig 
farmers to use proper waste-manage- 
ment systems. 

. M the regulations are enforced — a 
big "if" in view of the past dismal record 
of environmental controls — a large 
number of smaller, marginal commer- 
cial pig farms will likely be forced out of 
business. 

Another challenge for Taiwan's pig 
industry appeared earlier this year. 
Japan started rejecting some shipments 
of pork from Taiwan when they were 
discovered to have excessive levels of 
antibiotics and other drugs. Drugs re- 
main in pig carcasses when piggery 
operators add medicines to their feed 
mixture past the generally agreed time 
-- which is usually when the pig reaches 
50 kg after about 130 days. 


J apan's temporary clampdown on 
AJ drug-tainted pork imports, together 
with an increased domestic supply in 
Japan, is likely to keep Taiwan's overall 
shipments this year to about the same as 
last year. 

As Taiwan stumbles, however, sev- 
eral potential competitors are waiting in 
the wings. Thailand and China are eye- 

"ing the Japanese market, but both have 
so far been kept out by Japan's tough 

| quarantine regulations. Health au- 

thorities there will not permit the im- 
port of uncooked pork from countries 
^ With pig populations that are prone to 
| foot-and-mouth disease. 

= South Korea is likely to become the 

most formidable competitor, according 

«to Chung Po, of Taiwan’s Animal In- 

dustry Department, and other obser- 

overs, Seeking to deal with the serious 
oversupply of pigs in South Korea, 
| which led to plunging pork prices last 
| year, Seoul ordered all pig farms with 
| amore than 500 sows to export a certain 
| percentage of their production. Exports 

-tripled to 3,100 tonnes — all to Japan — 

| and are expected to rise to at least 8,000 

| tonnes this year. 

; Indonesia, with Singapore's cooper- 

, ation, is also well on its way to becoming 

га significant pork exporter. Four years 

"ago, the Singapore Government de- 
ded that pig raising ought to be phased 

out-of the crowded city-state. So far, 

wo out of three main commercial pig- 
farm.zones have been shut down. After 
the last site is closed, pork will be 

_ Supplied from a giant piggery on Pulau 

| Bulam, a formerly uninhabited and un- 

- developed Indonesian island about an 

hour by sea from Singapore. 

The venture expects to ship 40,000 

` pigs this year and 130,000 in 1989. If Sin- 
gapore carries through with its closure 
of all piggeries, shipments will increase 
to 500.000 by 1991, close to half of Sin- 

;gapore's total requirement. The rest will 

. be supplied by Malaysia, which is already 

_ Shipping substantial amounts to Singa- 
"pore and Thailand. — Carl Goldstein 





pressures, the government recently: 





Foreign beef producers 





eye region's potential 


Raising beef cattle in 
"Ei much of Asia is a 





— or fools. Although 
the history of efforts 
to establish саше 
herds in the region 
stretches back dec- 
ades to the Dutch in Indonesia and Ger- 
mans in China, there are few producing 
farms to show for it. Japan is the 
major exception, having built up а 
large and grossly uneconomic beef 
industry. 

The recent success of the US Gov- 
ernment's drive to open the region's 
markets to imports of beef and other 
meats calls into question the viability of 
the relatively small beef-cattle opera- 
tions that have taken root in South 
Korea and Taiwan. 

One problem with trying to raise 
beef cattle in the region is that the best 
producing cattle breeds do not thrive 
outside the temperate zones in Japan, 
the Korean Peninsula and northern 





Reaching out 


business for optimists | 














China. In the tropics, there are certain 
diseases to which cattle are susceptible, 
and the temperatures also depress their 
appetites. Quality forage such as alfalfa 
that flourish in temperate climates do 
not grow in subtropical or tropical 
zones. The tropical grasses that cattle 
graze on instead lack sufficient nutrients 
for ideal fattening. 

Imported feedgrains can be used, 
but this raises costs, threatening a pro- 
ject's viability. As a result, imports are 
the favoured way to meet a country's 
beef needs, especially as per capita con- 
sumption is still relatively low in the 
Asian region. 

After years of sometimes acrimoni- 
ous negotiations between the US and 
Japanese governments, Tokyo agreed 
in June to liberalise controls over heef 
imports. By 1991, the amount of f 
that may be imported each уеа will 
more than double current levels, rising 
to 394,000 tonnes a year. In 1992, the 
import-quota system ts to be abandoned 
altogether. 


South Korea tries to forge economic links with the north 


By Mark Clifford in Seoul 
S Korean Government officials 

are pushing ahead with their efforts 
to build trade ties with North Korea fol- 
lowing the 7 October announcement by 
South Korean Deputy Prime Minister 
Rha Woong Bae that gave the go-ahead 
for South Korean firms to seek trade 
with Pyongyang (REVIEW, 20 Oct.). 

While little is likely to come of what 
is an unabashedly political initiative in 
the near future, the South Korean Gov- 
ernment and major corporations are 
gingerly starting to explore possible 
economic links. 

There are two big stumbling blocks. 
Until relations between Seoul and Pyong- 


| yang thaw, trade will remain almost 


nil. Moreover, even if trade does deve- 
lop between the two countries, North 
Korea has virtually no hard currency 
and owes about US$900 million to 
Western banks. 

That has prompted South Korean of- 
ficials to propose economic assistance, 
perhaps even helping their northern 
neighbour pay off its foreign debt. 
North Korea has not made interest pay- 
ments since 1984 or principal payments 
since October 1978. 

"We may subsidise their debt ser- 
vice," says Park Seung, the president's 
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senior secretary for economic affairs. “1 
think we can help them out." Such a 
deal, even if the North Koreans would 
agree to it, would have to be done sur- 
reptitiously, since Pyongyang has long 
made South Korea's reliance on foreign 
capital a mainstay of its propaganda 
After Rha's announcement, 

Korea Institute of Economics апа 
Technology (KIET), an arm of the 
Ministry of Trade and Industry, quickly 
churned out a report on possible inter- 
Korean trade, According to KIET, the 
most likely South Korean exports would 
be passenger cars, rolling stock, mining 
equipment and boiler facilities. Likely 
imports from North Korea would be 
steel, fisheries products, and minerals, 
such as coal, zinc, magnesium, 
aluminium and silver. KIET also says 


| that roadbuilding and hotel construc- 


tion are other areas of possible coopera- 
tion, most likely in the form of joint ven- 


| tures. 


The institute says that South Korean- 
funded joint ventures probably offer 
the. most promising way to tap the North 
Korean market. The report, however, 
seems to be based primarily on 
guesswork and wishful thinking as much 
as hard data. For example, South Korea 
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Foreign meat producers are drooling 
. Over the Japanese market's long-term 
. potential. As important as gains to be 
© realised by meat importers is the re- 
structuring of the domestic livestock 
sector that will be required if Japanese 
producers are to compete. 


E Taiwan, the government has slash- 
ed tariff rates by more than 50% 
_ over the past two years on a wide range 
_ of products. Tariffs on imported beef 
| were lowered substantially in early 
1987. The current two-tiered system, 
under which higher grade cuts enjoy a 
lower tax than cheaper parts of the ani- 
mal, has in practice favoured US over 
Australian beef — since Taiwan follows 
(US grading definitions. But the US 
would like to see the tariffs come down 
"further. Thus meat and other agricul- 
-tural products remain high on the 
. "agenda at bilateral trade talks. As trade 
‘barriers come down, meat imports are 
certain to increase rapidly. 
2. ^^ South Korea has also come in for 
h > pressure from the US, despite 
itə „шу decision to allow the im- 
port of 14,500 tonnes of beef this 
year. Seoul had imposed an import 
ban in 1984 as part of a controversial 
attempt to support the development 





is one of the world's most efficient steel 
producers and is unlikely to become 
anything more than a token buyer of 
North Korean steel. 

South Korean trading companies are 
spearheading the push north following a 
government request that they take the 
lead in initiating trade. In return, the 
companies have asked for export- 
financing loans and other financial in- 
centives from the government. 

The trading companies plan to trade 
primarily through their Tokyo, Hong- 
kong ánd Macau branches. Local press 
reports say that all of the country's 
эг business groups have set up divi- 

; to coordinate trade with the north. 

sung is planning to contract North 
Korean embassies abroad while Lucky- 
Goldstar wants to send delegations to 
the north or contact North Koreans in 
third countries. 


[опе is still a long way before all this 

talk translates into action. North 
Korea's Rodon Shinmun, the organ of 
the ruling Worker's Party, rejected the 
call for economic exchanges on 17 Oc- 
tober, saying that it was aimed at delay- 
ing unification and continuing the divi- 
sion of the peninsula. 

And if trade with the north goes 
ahead, the south may not be altogether 
happy with what it finds. South Koreans 
still remember the shoddy quality of 
clothes that North Korea shipped down 
to aid victims of floods that devastated 

, the south in 1984. Rice that was sent 
South at the same time was largely 
spoiled. 


of the domestic beef-cattle industry. 

This year's policy reversal was aimed 
at defusing US political pressure as well 
as meeting expected demand from 
Olympic visitors. But the issue remains 
high on the list for negotiations and it 
seems inevitable that South Korean ag- 
ricultural lobby groups will have to give 
way eventually. 

Despite strong consumer demand in 
| South Korea generated by rising in- 
| comes and consumer preference for 
| beef, domestic beef output this year is 
expected to fall because of a decrease in 
beef-cattle inventory. Much of the de- 
mand then will be diverted into in- 
creased consumption of pork. 

Although the US Government is 
bringing heavy pressure to bear on gov- 
ernments to opentheir markets, the stiff- 
est competition beef farmers in Japan, 
South Korea, and Taiwan face once the 
barriers come down may be from Aus- 
tralia and New Zealand, which can ship 
beef to East Asian markets more cheap- 
ly. Last year, Australia exported 
584,000 tonnes of beef worth A$1.7 bil- 
lion (US$1.39 billion), about a quarter 
of which went to Japan. Its exports to 
Japan are expected to double by the 
time quotas are removed in 1992. 

— Carl Goldstein 
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The biggest immediate economic be- 
nefit to both sides from an easing of po- 
litical tensions could be reduced mili- 
tary expenditure. The north spends 
23.6% and the south 5,2% of GNP on 
defence. 

Relations between Seoul and Mos- 
cow are thawing more rapidly. Vladmir 
Golanov, vice-chairman. of the Soviet 
Chamber of Trade and Industry 
(SCTI), visited Seoul for six days in 
mid-October. While here, he signed a 
memorandum of understanding be- 
tween the SCTI and the Korea Trade 
Association (KOTRA). KOTRA presi- 
dent Lee Sun Ki is due to visit Moscow 
and Budapest in December, which the 
association says will pave the way for 
South Korean trade missionsin Moscow 
and Vladivostok. A South Korean trade 
mission has already been set up in 
Budapest. 

South Korea says that 1.151 of its 
businessmen visited socialist countries 
during the first half of this year, while 
419 people from those countries visited 
Seoul, more than a seven-fold increase 
over the level reported a year earlier. 

However, there is still surprisingly 
little direct investment. The Economic 
Planning. Board says that only three 
branch offices have been set up in 
socialist countries. Samsung has set up 
branches in Hungary and Yugoslavia, 
while Daewoo has an East German of- 
fice. Five joint ventures have been es- 
tablished in China. The most sub- 
stantial investment is an electronics 
assembly plant that Daewoo has estab- 
lished. 
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ENERGY 


The generation gap 


Growing power shortages threaten Philippines' recovery 


By Jose Galang in Manila 


ecent robust expansion of the Phi- 

lippine economy could be derailed 
by a power shortage over the next 
two years. Refurbishing of power sta- 
tions is behind schedule, while lack of 
funds is hampering projects to bring on 
new generating capacity. 

Electricity consumption grew 10.576 
in 1987, rising by 13.6% in the first six 
months of 1988. However, generating 
capacity has not been expanded in the 
past few years. 

The Philippine economy has grown 
by a cumulative 14% during the past 
two-and-a-half years after government 
pump-priming programmes perked up 
consumer spending. Manufacturing is 
now operating at close to capacity. New 
investment in processing industries and 
services have risen sharply, and this has 


put pressure on electricity-generating | 


capacity. A 620-mW nuclear power plant 
completed in 1986 was mothballed by 
the government because of alleged 
fraud and construction defects. 

Business groups say the threat of 
power shortages — along with the prob- 
lems of insurgency, debt-service bur- 
Чеп, and poor communications and 
postal services — is putting a damper on 
investments. Many big businesses in 
Metro-Manila have their own standby 
emergency generators. 

Some investors, including foreign 
companies, are by-passing the local 
power-distribution utilities and seeking 
direct connections with the state-owned 
power-generating company, National 
Power Corp. (Napocor), to find a way 
around the shortages. These local 
utilities distribute power under а 
Napocor-granted franchise. 

There is а long list of companies 
seeking direct links with Napocor. The 
users need the approval from their local 
Napocor officers in the area where the 
factory is to be located. Also, aside from 
spending a lot on a transformer to con- 
vert the Napocor supply into a useable 
voltage, the company has to arrange a 
royalty with the local Napocor fran- 
chise-holder to compensate them for 
the lost revenue. 

Energy officials say there is enough 
capacity to meet demand, though 
standby generating units are insufficient 
to cope with sudden stoppages. Power 
cuts or "brownouts" have become а 
bane of local business, particularly 
during the warmer months when ther- 
mal plants are prone to sudden shut- 
down. Part of the problem stems from 
the local distribution cooperatives, 


which are suffering acute financing 
problems. 


Napocor expects “а power crunch in 
1989, when the load and capacity 
meet." In the Luzon area, which ac- 
counts for about 76% of national elec- 
tricity consumption, demand this year is 
projected to be above 2,800 mW, which 
will push Napocors load factor to 
nearly 72%. 

The frequency of brownouts in the 
Luzon grid is expected to rise. In the 
summer months, a reserve of only 290 
mW can be tapped in case of any power 
plant shutdown, which is 17% below the 
ideal reserves level. The local power 
system's efficiency rating ranks among 
the region's lowest, with a loss-of-load 
possibility of 10.9 days a year, 

The mothballing of the USS2 billion 
nuclear power plant and the faster-than- 
expected economic expansion in recent 
years created the new critical situation. 
It was only at the prodding of the busi- 
ness sector that Napocor recently re- 
vised its power development program- 
me to keep in step with the bullish busi- 
ness expectations. 

The revised programme for 1988-97 
assumes an annual demand growth of 


| to 








A proposed coal-fired power plant tc 
beef up existing capacity is 14 months 
behind because of government bidding 
rules. Napocor wants to negotiate di- 
rectly with prospective suppliers tow 
speed up the project. 

A new policy has been adopted to at- 
tract private investment in power gener- 
ation, to help defray the huge cost of the 
programme. Under this scheme, private 
entities are to build and operate power 
plants that will be ultimately sold to the 
government after the investors have re- 
covered their costs. So far, the firmest 
proposal has come from Hongkong- 
based Hopewell Energy which proposes 
construct two 350-mW coal-fired 
plants. Hopewell, which also has a simi- 
lar project in Shenzhen, China, plans to 
invest an estimated P13.6 billion 
(US$643 million). 

Negotiations with Hopewell have 
been stalled, according to sources, by 
Hopewell’s insistence on getting gov- 
ernment guarantees for certain financ- 
ing and for repatriation of profits. The 
government, under financial refor — i- 
itiated in the mid-1980s, no longc. ..:- 
tends financial guarantees beyond in- 
centives already provided for under 
existing rules. 

The high cost of Napocor's power 
development programme also will even- 
tually translate into higher electri- 
city tariffs. Although politically unpala- 
table at present, a rate increase appears 
inevitable because of the restraints on 








Bataan nuclear plant: mothballing helped precipitate crisis. 


9.4% until 1990 and thereafter a slower 
7.296. Demand in 1981-87 grew һу an 
average 4.7% a year. Consumption is 
forecast to expand from 14,720 
gigawatt-hours in 1987 to some 18,336 
gigawatt-hours by 1990 and 26,322 
gigawatt-hours by 1995. 

In the short term, Napocor's pro- 
gramme calls for the installation of 
quick-starting gas turbines that will take 
over from thermal plants during 
emergency situations. But their acquisi- 
tion is being slowed down by a bureau- 
cratic process aimed at preventing cor- 
ruption and inadequate funds. 

Of the seven 200-mW gas turbines 
needed, Napocor has ordered only two. 
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the government injecting fresh funds 
into the company and the covenants 
with creditors that require a return-on- 
rate-base of no less than 8% . 

A mix of adjustments of tariffs and 
capital injection affordable for the gov- 
ernment over 1988-97 will require an es- 
timated equity infusion of P 16.3 billion, 
compared with P230 billion if no rate 
adjustments accompany the expansion 
programme. Under the preferred op- 
tion, rates will rise 40% in the first two 
years, with subsequent increases of 18% 


| until 1992 and 13% until 1996. This will 


raise the selling price of Napocor's elec- 
tricity from 20.9505 a kWh at present to 
P2.0132 by 1997. 
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PIONEERS IN CONTAINER TRANSPORT 
SINCE IT ALL BEGAN 





Relationships between importers and enjoying the benefits of low FCL rates 
exporters are often years in the making... It's the kind of innovative thinking 
evolving from an initial contact toa lasting — you've come to expect from ScanDutcl 
business partnership. For more than a decade and a half, th« 

And because selecting an overseas sup- — choice of enlightened shippers in Europ 
plier is so important, ScanDutch provides and Asia. Call our nearest agent for ful 
professional help. For example, a pioneer- details. 


ing freight consolidation program. With it 
a buyer can afford to experiment - order- 


ing small quantities of goods from any ScanDutch 


number of potential suppliers, while still IST CLASS CONTAINER TRANSPORT 


Regional Office, Hong Kong: ScanDutch Limited, Far East Management, Centre Point, 185 Gloucester Road, P. O Box 3 i К 
lelephone: (5) 892-1808 Telex 73001 
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he 1988 China Phone Book & 

Business Directory: July - December Edition 
completely revised and updated 


A vital reference for anyone interested 
in doing business with China. ү, 


• Completely updated listings 

* Unique classified pages 

e Designed for maximum usefulness 
e Lists all foreign companies and joint ventures 






























































July — December Edition 


The only bilingual 
Telephone Directory for 
China published 

semi-annually 


“f. In order to maintain CPB's accuracy and time- 
^C] liness СРВ is published twice each year, cover- 
^c] ang Spring/Summer (available January — June) 
| and Autumn/Winter, available July — Decem- 
q Given the frequency with which changes take 

place in China amongst both the domestic and 
ved foreign business and banking communities, the 
"cl semi-annual frequency of The China Phone 
"Book guarantees its users the most up to date 
"Ub and accurate listings available anywhere, of the 
«| most important contacts in China. 
| Our database is constantly updated to bring you 
the latest listings. you need, when you need 
them. 
USD You can save 15% off the combined price by 
| ordering both the current Autumn/Winter and 
ће Spring/Summer editions now. Available in 
|] January '89 the Spring/Summer edition will be 
| sent to you automatically the moment it becomes 
availableif you order both now. 


Not only will you have the most up to date busi- 
] ness listings in China at your fingertips .. . but 
| you'lisavemoney at the same time. 

. 1988/89 Editions 

Autumn/Winter — July ~ December '88 

5 ee — January - —June'89 





The China Phone Book Co. Ltd is a wholly owned 
subsidiary of Review Publishing Company Li- 
mited, Publisher of the Far Eastern Economic 
Review, Asia's leading publication. 


* Useful selection of Chinese firms 
e Categorized by major industry groups 
* New compact page layout 

* Indexed for easy use 
e Good for travel or office reference 

e Names and addresses in both English and Chinese 






Designed for Maximum Usefulness 

This directory is a comprehensive listing from our own China database of all 
relevant companies in China of interest to the businessman or tourist. It is 
specifically intended to give you easy access to its contents through a well 
designed, computer generated classification and indexing system. Irrelevant 
and unnecessary information has been eliminated to reduce bulk and allow 
you efficient access. 


The Classified Page Section 


The China Phone Book includes a Classified Page Section covering major cities 
in the PRC. Over fifty categories of listings are included to give you updated, 
accessible information on China services, accommodations, travel, etc. Class- 
ified listings include: 

* Airlines * Business Services 

* Hotels * Shipping Companies 


ORDER YOUR COPIES NOW! 


То: The China Phone Book Co Ltd, GPO Box 11581, Hong Kok 
Please rush me copy/copies of the China Phone Book as indicated: 


* Computer Services 
• And many other business Categories 


Name: 





(Please print in Block Letters) 
Company: annette 
Address: eee TUM 








C] China Phone Book 1988, Autumn/Winter Edition 
Price: Hong Kong: HK$375, Elsewhere: US$62 dnciusive of airmail postage). 
No. of copies: sss 
CJ China Phone Book 1988, Autumn/Winter and 1989 Spring/Summer Editions combined 
set at 15% savings. Send Autumn/Winter Edition immediately and Spring/Summer 89 
Edition immediately upon publication in January. 
Price: Hong Kong: HK$638, Elsewhere: US$105 (inclusive of айтпай postage). 
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MEINBACH DESIGN 


KREDIETBANK 


S.A. LUXEMBOURGEOISE 


ANOTHER YEAR 


OF ACHIEVEMENTS 


Set up in 1949, Kredietbank S.A. 
Luxembourgeoise now ranks among the 
top banks in the financial centre of 
Luxembourg. 

KBL belongs to the Almanij- 
Kredietbank Group. an international 
banking and financial group better known 
in the Euro-market world under the name 
of Kredietbank International Group. 

KBL provides a broad range of 
banking services such as financing of cor- 
poration and public institutions by means 
of Euro-credits and Euro-issues, mainly in 
Luxembourg Francs. KBL is also active 
in the primary market of new issues, in 
bond trading and in the financial servicing 
of securities. 

With 1992 in mind, and in order to 





mor 


1987/88 equivalent in change in € 


| uem 


KEY FIGURES (in million of LUF) 





[zt зү ap ТЫЧ: Mios. US$ 
Total balance sheet Cree 285,941 8,193 + 18% 
Customer deposits _ 177,791 5,094 + 19.3% 
Capital and reserves * 6,551 188 + 10.3% 
Borrowed Capital 3,173 91 - 22.3% 
Provisions 14,014 402 + 21.2% 
Net profit 1,122 32 + 35.4 % 


* including profit brought forward; after distribution of profits (exchange rate as of March, 3Ist 1988 at USS/LUF 34 90) 


The balance sheet as well as the detailed profit and loss account are published in the "Mémorial Recueil Spécia 
des Sociétés et Associations du Grand-Duché de Luxembourg 


offer its customers a professional and per- 
sonal service, KBL has entrusted some of 


its activities to a new company inside the 
Group in Luxembourg, thereby creating 
for such activities a more flexible and 
independent framework. The following 


services - Holding Companies, Under- 


I 





takings for Collective Investment, Port 
folio Management for private and institu 
tional clients - have been transferred to 
the new entity, KREDIETRUST 

To obtain our Annual Report and 
our Private Banking brochure, simply 
address your request to our Marketing 


Department. 





KREDIETBANK 


. LUXEMBOURGEOISE 


43, bd Royal * L- ox Luspebourg * Tél: 47971 © Télex: 3418 • Téléfax 28267 


Subsidiaries 


Kredietbank (Suisse) S.A 
7, boulevard Georges Favon 
СН-1211 Genève 11 


KB International (Hong Kong) Ltd 
15th floor, Bond Centre, East Tower 
89, Queensway, Central District 
Hong Kong 


Member of the Almanij-Kredietbank Group 


Associated Company 
Brown Shipley Holdings plc 
Founders Court Lothbury 
London EC2R 7HE 


Representative Offices 
Melbourne, Hong Kong. Tokyo 
London, New York. Madrid 
Milan, Mexico, Pretoria 
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@ IRVING Ackerman, one of the 
here eo leading stockbrokers, has 
just launched a book: The Day of the 
Blessed Mother. It gives a fictional ac- 
count of an appearance by the Virgin 
Mary before a cardinal of the Roman 
Catholic Church and urges the church to 
reformulate its stand on divorce. 

Although probably far from his in- 
tentions when he wrote the book, local 
stockmarket conditions come to mind 
from Ackerman’s narrative. First, a 
guiding light (though not necessarily a 
divine apparition) seems to be needed 
to move investors, who continue to sit 
on the sidelines despite improving fun- 
damentals. 

In recent weeks, the market has es- 
tablished a peculiar pattern: opening 
the week on a strong note, particularly 

1 there is encouraging news during 
vue preceding weekend, but sputtering 
out steadily until the period’s end. Ob- 
viously, prospects for quick profits have 
been foremost in the market players’ 
minds. 

The pattern will probably stay that 
way for some time, as the market gropes 
for more credible leads. Most analvsts 
think market movements will continue 
to be uneven, though the spikes should 
be shortening. In other words, the 
slump that started in late August could 
be nearing the bottom. 

That slump was triggered by an 
exodus of funds to government sec- 
urities that were made attractive by 
higher vields. Rates on treasury bills, 
for instance, have risen by 1.5 percen- 
tage points on average since mid-Au- 

ust, with the rate for 91-day bills rising 
rom 14.46% to 15.92% over the 
period. 

The treasury bill auctions were à 

е by the Central Bank of the Philip- 
pines to offset its low international re- 
serves, which had hamstrung the mone- 
tary agency's ability to prop up the peso 
at the local foreign-exchange trading 
centre. Through the attractive yields on 
treasury bills and notes, the central 
bank hopes to attract pesos that would 
otherwise stray into foreign-exchange 
speculation. 

That, however, did not stop the peso 
from depreciating, as imports continued 
to expand at a fast rate owing to in- 
creased demand for raw materials and 
spares, in line with the overall economic 
recovery. From mid-August, the peso's 
value had dropped by 1.5% to 
P21.284:US$1 by 25 October. 

* CONTINUING speculative pres- 
sure on the currency has become the 
biggest worry among brokers, despite 
the abundance of other positive political 
and economic factors. Due to the gen- 
eral hesitancy, the total value of trans- 
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In search of secular inspiration 


actions on the two exchanges (in Manila 
and Makati) fell to P795 million in Sep- 
tember, the lowest monthly total in 25 
months. The October value is threaten- 
ing to be slightly lower still. 

Nonetheless, there appear to be 
more reasons now to invest in the stock- 
market. World-market prices of copper 
and gold have stayed at levels well 
above production costs of local mines. 
This has brightened profit prospects for 
most mines, which started recovering 
only last year from the effects of the 
local financial crisis of the mid- 1980s. 

Prospects for increased corporate 
profits generally are enhanced by the 
continued revival of consumer spend- 
ing. the backbone of the economic 
growth of the past two years. In view of 
the amount of money that is tradition- 
ally needed to lubricate the election 
process in the Philippines, an expected 
surge in spending towards year-end 
should be sustained until early next year 
with the planned elections for village- 
level officials in March. 

With investment slowly rising — a 
necessary follow-through to the con- 
sumption boom — the economic ad- 
vance should be moving towards a more 
stable footing. 

@ INTERIM results announced by 
many of the listed companies so far 


WHERE TO NEXT? 


Manila 
Composite Index 





REVIEWGRAPH by Andy Tang 


have indicated rising corporate profits, 
though probably at a slower rate than 
the overall 210% last year estimated by 
the Securities and Exchange Commis- 
sion based on financial reports in its 
files. 

Investors also apparently are not 
exploiting the relative bargains being 
offered by many counters now. There 
are still quite a number of stocks with 
price-earnings ratios below the market 











average of about 8.5 times prospective 
earnings. Some of these improved ratios 
emerged from the recent bearish mood. 

Market liquidity has also been af- 
fected by the flow of funds into real es- 
tate projects, of which there has been an 
abundance in recent months. 

A large portion of the earnings from 
the stockmarket boom of 1986 and mid- 
1987 has flowed into property. The 
speculative mood succeeeded in push- 
ing up selling and rental rates by as 
much as three-to-four times in many 
areas. However, that price spiral sto 
ped recently, and analysts detect sub- 
stantial funds being locked-in in many 
property projects. 

A new lending programme launched 
in August by the Social Security System 
(SSS), the state-run welfare and pen- 
sion fund for private-sector employees, 
allocates P500 million for stockmarket 
investment. Under the scheme, SSS 
members may receive loans of up to 
P18,000 to be invested in approved 
blue-chips issues on the stockmarket. 
The loans are to be repaid over five 
years, at 10% interest. By mid-October, 
however, loans granted under the plan 
comprised only 1095 of the funds availa- 
ble. 

@ ACKERMAN'S book touches on 
the subject of divorce, which best de- 
scribes the state of the Philippine stock- 
market today. There are two ex- 
changes, one in Manila and the other in 
Makati, and both trade the same range 
of stocks. 

Recent discussions in the local sec- 
urities industry have touched on the 
possibility of unifying the two ex- 
changes, with congress being urged to 
mandate the merger. While Manila 
brokers appear to be open to the idea, 
the Makati exchange continues to resist. 
The Makati bourse normally trades 
about 50-6096 of the volume transacted 
on Manila, but the prices there are 
higher than in Manila. 

This, according to brokers, has 
worked against the industry's effi- 
ciency. George Uy-Tioco, president of 
First Pacific Securities and among those 
who have consistently urged a merger of 
the exchanges, says the price variance 
ultimately fru the investor and that 
"the only one who benefits from the 
situation is a market maker or an arbit- 
rageur who makes a riskless profit on 
the price difference." 

Nonetheless, the industry doubts 
whether the government would have 
enough political will to legislate the ex- 
change merger. One of those who op- 
posed such unification in past discus- 
sions is Ackerman himself, who has de- 
scribed the plan as *a marriage between 
two warring dinosaurs.” 
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| | Rolling out the big guns 


Hongkong securities watchdog to be given draconian powers 


By Christopher Marchand in Hongkong 


he Hongkong Government wants to 

give sweeping powers of investiga- 
tion and interrogation to the new Sec- 
urities and Futures Commission (SFC), 
the centrepiece of its efforts to reform 
Securities trading in the wake of last 
year's crash and stockmarket closure. 

A confidential draft of the enabling 
law, a copy of which is in the REVIEW's 
possession, would allow the commission 
to enter business premises without a 
warrant to search for 
evidence of securities 





mission would also ac- 
quire the power to sub- 
poena witnesses and re- 
quire them to answer 
Evidence 

given could be used in 
¿subsequent court pro- 
ceedings, and failure to 





raft law departs from 
arlier plans to establish 
tribunal to hear ap- 


CS 





‘cooperate would be J | e 
‘treated as an offence. ر‎ | 5 = 
‘Significantly, the ) то. 


| ‘Don’t worry — no one knows how to fire it.’ 


sion decisions. Instead, appeals will be 
heard by non-executive commission di- 
rectors who were not involved with the 
original rulings. 

Should the government decide to re- 
tain the need for a warrant to search 
premises, it would amend existing law 
to allow the detention of persons found 
there. The object would be to prevent 
them removing books and other re- 
cords. 

















The commission's proposed powers 
stem from the government's declared ` 
aim of developing a credible securities 
market and regaining international 
investor confidence following the 
debacle of the global market crash 
which saw the Hongkong stock ex- 


| change close for three days. But the 


draconian nature of the measures has 
prompted angry responses from local 
traders. 

The managing director of a Hong- 
kong merchant bank was disturbed by 
the commission's power to compel wit- 
nesses to answer questions. "Should this 
form the basis of a prosecution? You're 
not compelled to answer questions on 
rape, murder and terrorism. In the tariff 
of offences, insider trading doesn't rank 
at the top end of heinous crimes." 

Robert Owen, the 
Hongkong Govern- 
ment's securities consult- 
ant, and the man who 
will become the SFC's 
first chairman, 
fended the propo 
"I do not see how 
one can reasonably ob- 
ject to unimpeded ac- 
cess to let the regulator 
do his job," he said, 
"There is nothing re- 
motely new in these pro- 
posals which is not al- 
ready part of the Hong- 
kong's Securities Ordi- 
| nance or 








peals against commis- 





COMMENT 


'By Philip Bowring 

СӘ ecurities market. regulation іп 
„А? Hongkong is rapidly taking on the 
appearance of a Tiger Balm Garden 
monster: fearsome to behold, costly to 
‘create, but a figure of fun to those who 
are supposed to be frightened by it. 
Politics, bureaucratic infighting, 
‘cynicism here and naivety there are 
creating a framework under which four 
agencies (combined) will have frighten- 
ingly wide powers which will set all kinds 
authoritarian precedents for the post- 
997 era. But the differing objectives, 
pwers, motivations, procedures and 
yudgets of the agencies may result in 
total confusion. The result: history may 
repeat itself, with the government mak- 
ing lots. of noise and spending lots of 
money but leaving market abuses un- 
checked and most of the bigger crooks at 
large. 

i- Draconian laws are no substitute for 
the political will to prosecute serious of- 
fences. And the official attitude is being 
demonstrated by the continuance in offi- 
cially sanctioned positions of people 
known by the authorities to have been in- 





... but can they hit the target? 


volved in matters ranging from drug 
running to bank fraud — not to mention 
non-crimes such as insider dealing. 


First, there is the Stock Exchange of | 


Hongkong which has been officially con- 
ferred monopoly powers, and over the 
choice of whose council members the 
government has vetting powers. After a 
year of an officially sponsored clean-up 
under former banking and securities 
commissioner Robert Fell, it now has a 
new chief ececutive, Francis Yuen, and a 
new council. 

With keen young managers in key de- 
partments and the promise of tighter 
listing rules, the exchange has a chance 
to prove that it has “reformed.” Critics 
say the new council is too close 
philosophically to the Ronald Li crowd, 
doubt that Yuen, though bright and 
knowledgeable, is tough enough to con- 
front vested interests, and believe the 
victory of allegedly anti-foreign senti- 
ments in recent council elections will re- 
tard Hongkong's role. 

There is a hint of cosmetics in the way 
some things have been rushed through 
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before the new Securities and Futures 
Commission (SFC) is up and running. 
But the exchange does need to be given a 
chance at self-regulation. 

Next is the SFC, the revamped ver- 
sion of the old Securities Commision, 
whose powers and objectives are the sub- 
ject of a draft bill. The SFC combines 
and confuses four separate functions. 
Firstly, the vetting and licensing of «e«- 
urities dealers, unit trusts, etc. Sec 
ly, the supervision of listed compai....., 
and policing of listing requirements. 
Thirdly, supervision of the stock and fu- 
tures exchanges, including the effective- 
ness in practice as well as in principle of 
their regulations, and administration of 
the Takeover Code and of rules against 
insider dealing. Fourthly, investigation 
and prosecution of securities offences 
ranging from the statutory to serious 
fraud. 


he first is straightforward enough. 

The second ought to be performed by 
the stock exchange. It does not need one 
vast bureaucracy to oversee another — 
just a few knowledgeable and hard- 
headed people who understand the mar- 
kets and will come down very hard on 
the stock exchange chief executive if he is 
not doing his job. This is, in effect, the 
third function listed above and an im- 
portant but essentially a policymaking 
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Banking or Financial Services Act." 
Owen said the use of a tribunal to 


hear appeals could cause delays and | 


lead to problems in finding "fit and 
proper" people in Hongkong without an 
interest in the case. The tribunal in Bri- 
tain hears appeals only against the reg- 


ulator's decisions on the licensing of | 
practitioners. In the US, no right of | 
court appeal exists against Securities | 


and Exchange Commission decisions. 


D of the commission's pow- 


ers follows closely on the 17 Oc- | 


tober election for members of the ruling 

stock exchange council — which was re- 

vamped in line with Hay Davison's post- 

crash proposals to extend representa- 

tion to corporate brokers. However, de- 

ne government screening of the can- 
1 


date's list, only one broker who is | 


identified with broking firms which are 
foreign-owned or whose business is for- 
eign-oriented — Alan Smith of Jardine 
Fleming — was elected. 
Some foreign brokers felt the stock 
iange's members had missed a sym- 
«ees Chance to demonstrate the im- 
provements since the unregulated days 
of former stockmarket chairman 
Ronald Li, who will face trial on share 


bribery and corruption charges in | 


March next year. 
Others said the election showed the 


. continuing hostility of Chinese traders 


E 








`‘ chant 


(who form the majority of the ex- 
changen members) to foreign brokers, 
who have backed settlement and capital 


one of determining the quality of regula- 
tion to be aimed at, making choices be- 
tween the interests of investors and 
quoted companies, brokers and mer- 
bankers, majorities and 
minorities. 

Finally, there is law enforcement. 
The draft SFC ordinance gives sweeping 
powers to enforce disclosure, to interro- 


77*^, even to require that questions be | 


wered then used as self-incriminat- 

. evidence (though this is unlikely to 
be enacted). There are many loopholes 
in existing laws. "Securities" investiga- 


tions are forced to a sudden halt by-the | 
narrow legal definition of “securities.” | 


Warrants for securities officers to search 
do not allow detention, so individuals 
have been known to walk away with in- 
criminating documents. 

Investigators have tended to use their 
powers to try to find facts rather than to 
establish the very precise evidence base 
needed to prosecute complex cases. Sec- 
urities regulators obviously need sub- 
stantial powers of inquiry to enforce, for 
instance, disclosure of beneficial owner- 
ship. But that does not mean they are the 
right people to investigate and prosecute 
serious crimes. 

While the government is proposing to 
allow the SFC to spend a large sum (esti- 
mates range from HK$60-120 million 
[US$7.7-15.4 million] a year, either of 


adequacy changes which could threaten 
| the livelihood of local dealers. 
| Financial Secretary Piers Jacobs' in- 
| discreet. pre-election support for Sir 
i Quo-wei Lee, chairman of the Hang 
| Seng Bank, as the stock exchange's new 
| chairman, was also felt to amount to too 
| overt an interference in the exchange's 
| affairs. 
| The new council has chosen Francis 
| Yuen, 36, formerly managing director 
| of Citicorp Scrimgeour Vickers Hong- 
| kong, as its new chief executive. He suc- 
| ceeds Robert Fell, who is retiring. How- 
| ever, Fell will be kept on as a consul- 
| tant. Yuen says he will continue to im- 
| plement the reform which Fell began. 
| The exchange intends to tighten its 
| listing rules to raise disclosure, shorten 
| trading suspensions, change share-place- 
| ment rules and stipulate that new com- 
| panies retain a merchant bank as sponsor 
| for one year after listing. The exchange's 
| members have one month to comment. 

First signs of a tougher line on disclo- 

sure emerged on 25 October, when the 
| 
i 
| 


exchange said it would not list shares is- | 


| sued in the HK$294 million (US$37.7 
| million) rights issue of construction com- 
pany Paul Y Holdings, which is control- 

| led by share trader Joseph Lau. 
Inadequate disclosure of the planned 
expenditure of the rights proceeds was 
understood to be the problem. The ex- 
change also expressed concern to Bank- 
ers Trust Brokerage about its involve- 
ment in various advisory roles concern- 
ing Paul Y in recent months. п 


public money or of funds raised by stock 
turnover levies), it continues to starve 
the police commercial crime branch of 
resources, and of the sort of powers 
| which have been given to the Indepen- 
dent Commission Against Corruption 
(ICAC) and are proposed for the SFC. 

| SFC chairman designate Robert 
Owen has no experience in securities 
regulation, let alone in prosecutions. Yet 





| itis proposed to give him powers greater 
| than the police have long asked for but 
| have never been given. Observers could 
reasonably conclude that the govern- 
ment does not want prosecutions. It 
would be too embarrassing. So give huge 
i theoretical powers to an agency ill- 
| equipped to use them. There is anyway a 

fundamental difference of objective be- 

tween an SFC, which is supposed to pro- 
¦ mote markets by ensuring proper regu- 
| lation, and a prosecuting agency. 


appears to have moved beyond its cor- 
ruptions brief into commercial crime 
matters. One reason for this seems to be 
‚ that it has massive funds and staff while 
the commercial crimes bureau is 
starved. Neither has proved particularly 
| adept at prosecution — though some 
failures must be attributed to incompe- 
tent judges and politically motivated de- 
cisions from the attorney-general's of- 
fice. 
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Kadoories have reportedly re as 
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Toolow 
by half 


Hongkong hotel takeover 
bid unlikely to succeed 


By Christopher Marchand in Hongkong 
A bid by Regal Hotels’ Lo Yuk Sul for 

Hongkong and Shanghai Hotels | 
has similarities to last year's battle for. 
control of the hotel and property come- 
pany by China Entertainment's Joseph 
Lau. However, unlike last year's stock- 
market raid, Lo has made û general | 
offer to shareholders with the support of 
a blue-blood merchant bank, Wardley 
Corporate Finance. 

A tussle could yet ensue. But the 
more probable outcome is.a р of 
the Hongkong Chinese tycoons’ bid last 
April for control of Jardine Matheson- ` 
owned Hongkong Land. 

After resistance from the controlling 
shareholder — the Kadoorie family i 
this case — the hunter simply fades. | 


ссе сене теи ЕРИНЕ CHEST S 








































Conceivably, the Kadoories co 
agree on terms for Lo's takeover 
otels. Lo's latest offer is HES6 
US cents) cash а share, 





Given the family's emotional at 
ment to Hotels, Lo would probi 
have to pay at least HK$8 a share. 
Certainly, the Kadoories’ control 
looks entrenched. Open market pur- | 
chases on 25 October raised the family’s. | 
stake from 34.9% to 37.2%, triggering a: | 
general offer of HK355.80 cash. Pension | 
fund and directors’ support mean the | 
family probably already controls the, 
magic 50% . vt 
o's chances of winning a hostile 
takeover battle thus seem slim. But the 
main effect of the HK56.80 cash offero 
might be its nuisance value in coercing. 
the Kadoories to improve on their 
HK$5.80 cash bid. As in Lands case, 
the message is that control of quality as- | 
sets does not come cheaply in Hong. | 
kong. | | 
Why then did Lo bid for Hotels 
Clearly, he pee value in the com 
pany — probably on a break-up basis => 
and hoped to induce the Kadoories to 
sell. 
He may also have hoped for amor 
positive initial market response and fo 
useful overseas publicity for future 
takeover moves, perhaps in the US. — 
If Lo wanted to be taken seriously 
he erred in pitching his first offer at to 
low a price. The market valued the in 
tial package of HK$4.80 cash and ов 
Cathay share per Hotels share at ju: 
HK$5.50. 
That fell 


20-30% short of mos 












































value (NAV) of HK$7-8 a 
| terestingly, Wardleys’ sister company, 
|, James Capel, has one of the. lowest 


a МАУ estimates — а mere HK$6.50 a 
< share.) 


i Lo's structuring of the offer was 
¿also at fault. The use of a near-shell 
;€ompany, Cathay City, instead of his 
established hotel counter, Regal 
Hotels, lent credence to his unpredicta- 
bie image. Brokers were further irked 
by the fact that Cathay, despite real-es- 
tate projects in Los Angeles, would be 
little more than a highly leveraged play 
on Hotels. 

The renewed takeover quest em- 
phasises the Kadoories’ lack of cor- 


porate finance ability — a weakness 
which reflects astonishing apathy or ar- 
rogance. 


To secure their control of Hotels, the 
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share. (In- | Kadoories should have copied the Jar. 


dine group's Mandarin Oriental ploy of 
triggering a teclinical, general offer to 
shareholders. 


A` it was, the Kadoories had a tailor- 


made chance. During a one-month 
waiver of the takeover trigger provi- 
sions after last years crash, the 
Kadoories bought more than 35% of 
Hotels. The waiver expired on 26 Oc- 
tober, and the Kadoories went back 
under 35% in early October. 

A technical offer at an adjusted 
HK$3.40 a share — the highest price 
paid by the Kadoories under last year's 
waiver — would have been accepted by 
noone. 

The Kadoories could have stayed 
above 35% , boosting their stake to 40% 
by open market purchases without the 


| Market discipline 


Hongkong Bank penalised for allegedly aiding currency speculators 


: Ву Nick Seaward in Kuala Lumpur 
Mes national mortgage cor- 
IV poration Cagamas has removed the 
„Hongkong and Shanghai Banking 
Corp., from its list of primary bond 
dealers. The news, which was con- 
firmed by Cagamas’ general manager, 
Тап Kheng Soon, in late October, is 

een as the first official confirmation of 
widespread rumours that the bank is 
being penalised by the Malaysian au- 


|. thorities for the activities of its foreign- 


| exchange dealers. 

oo, Cagamas is 20% -owned by the cen- 
| tral bank of Malaysia, Bank Negara 
| (BN), and its chairman is BN governor, 
| Tan. Sri Datuk Jaffar Hussein. Tan 






Fe Kheng Soon told the REVIEW that the 


decision to remove Hongkong Bank 
ав аё the behest of BN. He could not 
‘recall precisely when the bank was 
| taken off the list but stated that it was 
ı “round about September." 

< ВМ has declined comment оп the 
| matter but the banking industry is 
buzzing with the news that Hongkong 
.Bank has been accused by BN inspec- 
_tors of aiding speculation against the 
Malaysian dollar. Meanwhile, sources 
it Hongkong Bank state that the bank 
has been ordered to remove three man- 
‘agers from its Malaysian operations and 


| that its chief executive officer for 


| Malaysia, Richard Orgill, is being relo- 
1 cated out of the country some two years 


| ahead of schedule. 


An official spokesman for Hong- 
| Kong Bank, Chin Кек Mien, told the 
REVIEW that he could not comment оп 
the rumours of foreign-exchange ir- 
‘regularities. As for staff changes at the 
sank, Chin said that the removal of the 
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he pointed out that Orgill's standard | 


tour of duty was due to come to an end 
in January after a period of three-and-a- 
half years. 

A number of money market and forex 
dealers in Kuala Lumpurtold the REVIEW 
that the "irregularities" for which the 
bank had been hauled up by BN are 
exactly the same as those practised by 
many otherlocal banks without censure. 

The forex practice in question is be- 
lieved to be the extension of hedging 
contracts. If a contract expires before an 
exporter has received his expected pay- 
ment in foreign currency and the ex- 

orter has suffered an exchange rate 
oss of say 400 points against the new 
spot rate, BN says that the exporter 
should take that loss and a new contract 
made for any extension period. What 
Hongkong Bank and a number of other 
banks have been doing is to extend the 
contract at a rate based on the forward 
swap rate, with the loss factored in. 

BN is thought to have argued that for 
a bank to extend such a contract without 
the exporter taking a loss encourages 
companies to speculate on currency 
fluctuations. In particular, BN is be- 
lieved to be concerned that banks do not 
check the invoices of the exporters to 
ensure that there is a genuine trade-re- 
lated hedging need. 

Market insiders say that BN has no 
real case against Hongkong Bank but 
that it is paying the price for earlier, dif- 
ferent, infringements. In October 1986, 
a BN examination team found that the 
bank had breached foreign-exchange 
and money-market guidelines on three 
occasions on 18 August that year. It had 


three managers, was “news to me," and swapped US dollars for local currency 





| 








need for a general offer. In all probabil- 
ity, Lo would not even have tried his 
takeover foray. 

Now the Kadoories will be paying at 
least HK$5.80 a share to entrench the 
control that was theirs. Even at 
HK$5.80, the likelihood is that a 
number of institutional shareholders 
will sell, even though that conflicts with 
the advice of Hotels' independent direc- 
tors. 

The institutions were stung by losses 
on buying Hotels shares two weeks be- 
fore last year's 19 October crash in a 
major placement of Lau's Hotels stake, 
which was underwritten by the 
Kadoories, and may decide to cut their 
losses. After all, Hotels hugely overpaid 
for its London hotel development. That 
could help depress earnings for years to 
come. 


with BN at concessionary rates and then 
swapped its Malaysian dollars with for- 
eign banks, which then went short. Fol- 
lowing the discovery, Hongkong B: — ; 
two most senior dealers in Mak: 
were transferred and BN кү swap- 
ping currency with the bank for a few 
months (REVIEW, 15 Jan. '87). | 

On that occasion, BN moved in 
quickly to squeeze the short-sellers. In 
the first week of September this year, 
BN intervened again to stop some Sin- 
gapore-based foreign banks from 
speculating against the Malaysian dol- 
lar. It ordered local banks not to offer 
them Malaysian dollars for a period of 
about three weeks and restricted all 
swaps to a maximum of M$5 million 
(US$1.9 million) per transaction, per 
counter-party, per day. 

The coincidence of the short squeeze 
and the recent sanctions against Hong- 
kong Bank has led to speculation that 
the two are connected. However, forex 
dealers in Kuala Lumpur say they saw 
little evidence to suggest that the bank 
has been upto its old tricks this time. In- 
deed, they suggest that the sud 
weakening of the Malaysian dollar ш. 
month was due to BN's own heavy buy- 
ing of US dollars to window-dress 
Malaysia's foreign reserves figures in 
time for the October budget. 

The dealers point out that most local 
banks went short on the Malaysian dol- 
lar as soon as they realised what the au- 
thorities were up to. The only reason 
why Hongkong Bank should be singled 
out, according to dealers, is that Orgill 
incurred the obvious displeasure of the 
BN governor in August at the annual 
conference of banks with some rather 
plain talking. 

Orgill pointed out that if BN wanted 
а healthy forex market it would have to 
accept that banks would sometimes take 
a view against the Malaysian dollar. 
However, every time they did so, Orgill 


| said, the banks got clobbered by BN in- 


tervention. September's events seem to 
indicate that Orgill was right. п 
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Growth forecast raised 


| 
ment to revise the forecast 1988 GDP | 
growth rate upwards to 9%, from an | 
earlier forecast of 6-776. In the first half | 
of the year, the GDP grew 11.1%. Eco- | 
“nomic expansion was broad-based, with | 
all sectors performing well except con- | 
{ 

|: 

| 

| 

| 

| 


trong growth in the first half of the | reflects growth 


year has led the Singapore Govern- 


struction. 
Growth was led by the manufactur- 
. ing sector, which expanded 21.4% in 
the first half of the year. Significant in- 
,; creases in output were seen in most major 
“sub-sectors. Best performers included 


the electronics, electrical, machinery, | the first six months. i — Non-oil domestic exports grew af 
».fabricated-metal products and the The construction sector continued its | 42.996, due mainly to strong demand 
chemical and printing industries. | decline, contracting 7.8% in the first | for office equipment as well as for tele- 
The “star manufactur- communications equipment, . 


ing-industry performer was 
ofthe electronics industry 
of grew by 33.5% in 
“tus first half compared 
with the same period a year 
ago. 

Manufacturing-invest- 
ment commitments kept 
pace with the growth of the 
sector asa whole. Excluding 
petrochemicals апа pet- 
roleum, investment totalled 
58958 million (US$474 mil- 
lion) i in the first six months, 
an increase of S$74 million 
over the same period last 
year. Japan was the major 
foreign investor, followed 
by the US. 

Commerce expanded 
significantly as well, grow- 
ing 18.296 over the same 
period in 1987. This, in part, 


ent of дыш 9 
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| *Preliminary estimates for 2nd Qtr '88. 








the 
economies ; stemming from higher com- 
modity prices which have helped in- 
crease entrepot trade activities. Re-ex- 
ports grew by 38.776 compared with the 
same period in 1987. 

Retail and wholesale trade also did 
well, reflecting both favourable exter- 
nal factors and buoyant domestic de- 
mand. A 14% growth in tourist arrivals 
in the first half raised the occupancy rate 
of most hotels to 75.3% in the second 
quarter, compared with 64.7% for 1986. 
| Hotel room tariffs rose by 1.3% during | 32.3%. 


GROSS DOMESTIC PRODUCT CLIMBS 
(Percentage change over same period a 
year earlier, in 1985 prices) 


^Asthalf | 


5 


half of the year, compared with a con 
| traction of 11.7% for the whole of 1987. 
Reflecting the rise in exports of man- 
ufactured goods and the brisk level of 
entrepot trade, the transport and com- 
munications sector grew 10.955 for the 
first half compared with ihe same period 
last year. Total sea cargo handled in- 
creased by 25%, while airborne cargo 
was up by 23.196. 
Total merchandise trade gre 
| siderably in nominal terms in the firsts 
pee of the year. Trade grew at 
3.6% compared with 14.7% grow! | 
the first half of 1987; total exports: тозе 


| 35.1% while imports expanded Ву 
| 32 39, ` 


region's 





















































and chemical pr educ 8. Resi 
exports expanded 







ongly, - 
üp by 38.7% compared 
19% growth for the same 
period last year. This was 
largely the result of im- 
proved commodity prices. 
the rebounding of the re- 
gional economies and ex- 
pansion of regional trade. 

The consumer price 
index rose by 1,696 uring. 
the period, mainly due to 
the strength of "he wen. 
which raised prices for Ja- 
panese cars and motorcy- 
cles. Prices also rose for 
some clothing items -- par- 
ticularly women's garments 
— and vegetables and rice. 
Higher import and excise 
duties made cigarettes more 
expensive. ~ Ellen Salem 


2nd half 
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; Г | Net | % change | % change Dividend | - 
Company Period | protit on period on period | (prev.) 
Cheil H30 June | Won2.68b | -15.5 | Won328.75b G 16.7 | 
n (US83. 8m | |— (US$463m) d 
H30 June | Won 9.25b +177 | Won392.32b | +534 | na. | уона shortage of compute 
Semiconductor | (US$13m) | (US$552.6m) | | (na) | forSouth Korean hi-tech company. 
ete | =. ана, سا‎ i 
yundai H30 June | Won 19.350 -6.3 || Wont. 1.421 | -14 | па | Despite strong domestic and overseas demand, South 
| Motor | (US$27.3m) | | (US$2b) i In (na) | Korean labour disputes: aflectedresulis. — — "n 
| Poseidon | Y30 June | А$14.55т | + 40.6 | А930. 95m 4198 | 10A¢ Gain nickel miner reported modest growth prospects 
| (US$12m) | | (US$25. 47m) "n (same) | Divi vidends are unfranked. NM NCC 
Imagineering 31 A$6.2m +93 (| A$196m s +123 | BAG | | Rapidly growing Australia-based computer group forecast 
| Technology | jS im) | (05$161. 3m) ju | GAg | turnover to rise to A$310min 1988- 88 
|Pengkalen _ Y30Mar. | TMgi267m | * |M$2265m | -126 | 3.5Ме | Malaysian banking and i insurance group has diversified 
Holdings | (US$47m) | | (US$84.8m) 8m) | | (nil) into food processing. 
| M — Е de ern neni 
| Kao , H30 Sept. | | ¥7.11b +14.3 | ¥251.44b *63 ¥410 | Leading Japanese manufacturer of household chemical 
Corp. | (US$56. Am) | | (US$2b) | (same) | forecasts higher earnings for 1988-89. O 
North Broken [узо Mu A$103.71m 1 +757. | A$1.84b | +586 4АС Tho final dividend from Australian mining group due t 
| (05$85. ám) i| (US$1.5b) | (9 Ag) aL las oss on write-off of Peko-Wallsend goodwill | 



























INTEREST RATES (% 



















































































































































































240ch.. ^ Spo! 3months Year agot }-year > ` 
go 24 Oct. Prime interbank interbank interbank 
ussi WORTH | t agot lending |, enit d +] tfmontht | 3monthst | 6monthst 
"Australia dollar 1,229 1.401 ju. ws A ا ا‎ Oe 
Britain pound 9.57 0.578 0.594 Australia 15.50 13.55 13.29688 13,75 14.07813 
Canada dollar 1.199 1.205 1217 1.310 | i 
France franc 6.1125 6.165 6.187 5.949 Britain 13.00 -— | 11875 | 12.0625 12.0625 
Hongkong dollar 7.8105 7.812 7.806 7.809 = . 
india" rupee 14:80 14.742 13.95 12.875 Hongkong: p. 99 MEE B88 8.50 
indonesia rupiah 1,711.00 1,711.00 1,692.00 1,650.00 indonesia 22.00 — | 21.00 | n.a. n.a. 
Japan yen 126.68 127.29 131.45 141.90 р 
Malaysia dollar 2.666 2.677 closed | 2.52 Japan 5.70 4.13 | 4375 4.53125 4.5625 
New Zealand ^ dollar 1.606 1.589 1.487 1.543 73.375 | | 
Pakistan rupee 18.3816 17.83 17.83 ~ 17.5424 i | | 
Philippines peso 21.34 21.34 21.03 20.85 Malaysia 6.75 36903 | 370 | $80 | 3.90 
Singapore dollar 2.006 2.0202 closed 2.082 E i 4 
SouthKorea моп 704.20 707.90 723,90 803.00 New Zealand 15.75 13.95 14.00 14.00 
: si tanka rupee HR bre Pe gea Philippines 25.25 17.498 13.50 14.00 14.00 
Witzerland franc К А A Я 
"Taiwan NT dollar 28.74 28.78 28.62 29.98 Singapore 6.13 =“ | 50625 | 5.1875 5,3125 
Thailand baht 25.26 25.29 25.47 25.72 | _ n | = 
West Germany mak | 1789 1008 1835 | 1277 South Korea 11.50 15.0 | 
" Taiwan 5.75 5.01 | 390 4.60 5.30 
Banknote Official Communist А 
rate tale ший Thailand 12.00 6.80 1175 12.00 — 
| { 
Bangladesh taka 29.50 3200 | China sj US 000 10.00 8.169 | 8.375 8.6875 | 875 
Brunei dollar 2.021 2.004 USS» Amb 3.722 | EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt 
kyat 20.80 6.55 
pataca 8.051 8.05 HK$ = Rmb 0.476 | month 6 months 12 months 
rupee 26.50 24.00 Soviet Union D ЧАШ й жа E 
mao | Ме | am | Uwemaeem | [us | m. ы, 
Other: ЗОВ1=15$1.33314, ECU1-US$1.1625, Laos terling Ё | : x 
/8$1«M$1.3318, £1 HK$13,679, US$ = New Kip 430.00 Xen 1875 | MIS 4.375 
3 months forward: Japan Y 126.8965, Varian Swiss Fr. 3.4375 | 3.75 | 3.75 
Hongkong HK$7.810, Singapore $$1.9965, А | | í 
{Middle rate "Selling rate i US$ Dong 368.00 Dm 4.75 4.9375 | 4.9375 5.00 
А$ 12.9375 134975 | 13625 14.00 
Source: Telerate for spot and forward rates from Asian money markets, Republic Na- c$ 10.125 10.1875 | 10.25 10.25 


tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for official rates. 
























*tongterm — **short term tofferedrate — Source: Telerate, Vickers da Costa & Co. 


COMMODITIES р BOND YIELDS (%) 


Last sale to 24 Oct. | Average of representative high-grade issues 























































































































































































Previous 3months Year 24 Oct. | Latest 1month | 6 months | 
Latest week г адо ago PR ya B SN ago x ago 
ИЕР ы ENTRE EDU ЕРИ ا‎ Я uss: 
435.55 Я 
476.75 Domestic 3-5 yearst 8.53 8.72 8.09 
. 7-10 yearst 8.82 9.01 8.72 
emt delivery (Dec.) D 103.50 79.95 International — 3-5yearst | 8.64 | 880 8.26 
O 7-10yearst | 8.98 | 9.05 8.81 
1,630.00 1,080.00 Yen: | i 
Domestic 3years t 421 | 453 3.62 
KualaLumpur (2) 19.70 19.54 closed 1742 1Oyearst | 4.90 | 5.25 4.72 
New York (4) International — 3-5yearst 4,19 | 4.51 3.74 
“Current delivery (Dec.) К t 58.74 64.83 7-10yearst 4.93 | 538 4.48 
^. Mar. delivery Dm: | 
Rubber Kuala Lumpur (9) Domestic 3-5 years” | 5.805 | 6.017 
_ Current delivery (Nov.) i x closed 266.50 10 years" | 634 | na 
Jan, delivery International — 3-5yearst 5.68 | 5.84 
“Palm Он KualaLumpur (5) T-0yeas! | 630 | 6.43 
«Current delivery (Nov.) 1,029.00 992.00 closed 51 AS: | 
s uda enr M si | Domestic 3yearst | na | na 
| wW : 10 years t na. n.a. 
atent ARMY (Jan,) ` 14:18 7.04 international — 3-8yearst | 13.14 | 13.19 
Pe ar. delivery Singapoa a T-10years! | 12.48 | 12.53 
Sarawak Asta bik 100% _ 372.50 ' 352.50 closed 1,077.50 d У; ; E | ee 
heat Chicago (6). { Domestic years . | a 
Current delivery (Dec.) ү 428.60 384.40 300.20 Jüyears* | 9.80 10.04 
- deli international 3-5 yearst 9.83 1021 | 
Chicago e B 7-10уеагвї | 10.00 | 1035 | 
293.60 312.40 181.20 | Е: f | 
Domestic 3yearst | naa. | n.a. | 
Bangkok (8) 10 years t na | па. | 
. 305.00 305,00 310.00 273.00 international — 3-5yéars! | 10.38 | 10.64 | 
Chicago (6) T-iüyears! | 10.001 | 10.40 
Current delivery (Nov.) 774.60 804.00 830.40 539.40 NZS: | | | 
; om ius di Domestic 3-5 увага! | 13:66 | 1328 | 
І ondon 7-10yearst | 12.83. | 1277 | 
unt рено (Dec) 824.00 776.00 922.50 1,156.00 | International 3years * | 13.06 1354 | 
И 7T-iÜyears' | 12.97 | 12.88 
Coffee London t) : б Я | | 
' Current delivery (Nov.) І 1,133.50 1,061.50 1,314.00 | SFr: ЕУ. 
Jar. берегу 3-5 yearst | 431. | 472 3.90 
Petroleum Tokyo au | T0years: | 461 458 441 
“Sumatran light 11.90 12.00 15.45 18.30 ECU: | 
Brent | London (11) 11.85 13.55 na. 19.00 3-5 yearst 7.25 7.46 7.04 
à - ——- 1- 7-1üyears: | 7.65 | 7.74 7.58 
Catone (2}M$akg (3)US$anoz (4)UScalb (5)M$atonne (6) USc a 60 ib bushel ИТ cement o R 
(/UScas6ibbushel (8)US$atonne (9) Мсако (10)9$a100kg (11)USSabarrel Source: Telerate, Reuter. *AAA corporate t Government Source: Telerate. 
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Source: UBS-Phillips & Drew 


ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 


INDONESIA JAPAN 
Economic Growth % (real) (1) 
1987 


t А . 4.10 ' 42 
1988 - x 0 » 

International Reserves (5) 
Latest 


Year earlier 


* Hed co jag 
А uNe- 5 

+ USS2 2b +05519. 

+ US$1.76b *US$18.75b 


* 35.87 


US$12.11b . . US$4.64b 
x | 29 
429.98 . 5 *18.2 


US$12.63b 5 : USS47 88b(6) 
*32.18 А i +3.3 
+22.83 + 


Вазе Sept.-Dec. 1986=100 |Oct. 84-Sept. 85= 100(2 
Latest 3 months index average 0 107.96 119.1 


(Sept.-Dec.) 
% change previous 3 months + -0.1 
% change year earlier Y *2.0 
Money Supply (3) 
Latest Amb 823.31b : К Rs 1.74110) 
(Mar.) (Aug.) 
% change previous month +1. +2.6(11) y +0.8 
% change year earlier «29.4 * 18.0 E 
MALAYSIA PHILIPPINES SINGAPORE SOUTH KOREA 


——À 











nomic Growth % (real) (1) 
1987 42 у 8.8 
1988 6-8 1 8-10 

International Reserves (5) 

Latest US$6.22b S$0.48b US$15.87b r US$70.33b 
(June) (May) (Junef 

Year earlier US$7.09b Й US$13.70b | US$60.72b 

Trade Balance (total merchandise) 

Latest 3 months * US$0.61b(4) , -USS1.21b ^ +US$3.28b 

(Jan.-Mar.) Mar ( bera 

Previous 3 months + USS0.80b US$0.21b -USS0. f * .21b 

* US$0.50b K -US$1.11b 4 +US$5.87b 


US$4.08b(4) : USS9.79b . US$15.39b 
1.0 x *13.5 -0.7 
+34.9 X *36.4 1 *5.8 


US$3.47b(4) 4 USS11.0b US$12.11b 
+3.2 i a 1.6 

















(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only (5) IMF definition of reserves minus gold 
except for Singapore (6) Customs basis (7) fob (8) cif (9) Excluding petroleum products (10) МЗ (11) % change over past 3 months Source: Official statistics. 
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| Rising on the swing 
| ASIAN stockmarkets were on an upward swing for most of period ending 24 Oct. Seoul hit a record high, 


۰ | Australia and New Zealand put on strong gains while Taipei's slide finally bottomed. 
F TOKYO: The market remained lg; i 








AUSTRALIA: After posting gains for id C j E 
lacklustre with little fresh news four days, the market closed lower оп | ^ — Ana | 
rompting investor interest. The Nik- 24 Oct. A softening of gold prices 40—1 
[ei Index rose for four days before re- pushed down mining stocks. WMC j 


closed at A$5.18 (US$4.77), down 8 A 
cents, and CRA lost 6 A cents to 
AS8.70. Bell Resource's sale of a 5.5% 
stake in BHP also dampened senti- 


| 
treating, erasing half the gains. Oil | 
| ment. BHP eased 8 A cents to A$7.98. 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


market gyrations helped Nippon Oil 
gain ¥70 (55 US cents) to Y 1.220, and 
Cosmo Oil rose ¥128 to ¥989. Maru- 
beni lost ¥8 to ¥692. Daily volume av- 
eraged 700m shares. 











Volume was 72.4m shares a day. 











HONGKONG: Share prices trailed ы E 

¿| lower in dull trading. enlivened only by | m EU 
. the Cathay City bid of HK$6.30 (81 US | N ев —— | 

Cents) a share for Hongkong & Shang- | a 

| chai Hotels, which jumped 57.5 HK 

cents to HK$5.40. Cheung Kong lost |. 

1115 HK cents to HK$7.35 and Bank of | ^^ 

_| East Asia closed at HK$16.60, down 70 | 1 

A “HK cents. Daily turnover averaged 

51:7398.87m, worth HK$666.57m. 


NEW ZEALAND: Strong gains pushed [777 
the Barclays Index to a post-1987 crash. | 
high. The rise came on top of modest | 
firming in recent weeks. Sentiment was 

helped by firm markets in Australia 
and New York. Fletcher Challenge led | 
gainers, up 24 NZ cents (15 US cents) | 1% 
to NZ$4.98 and Brierley rose 5 NZ 1000 
cents to NZ$1.43. Total volume was | s.. 

40.05m shares, worth NZ$65.21m. BLU. 





























‘SINGAPORE: Bullish news from 
alaysia and strong gains on Wall 
treet prompted a mild recovery, with 
blue chips registering the strongest 
gains. Malayan Breweries closed 40 S 
cents (19 US cents) higher at S$11.10 
while SIA Foreign gained 30 S cents to 
:8$12.90. Daily average volume during 
-the period was 24.7m shares, valued at 

S$49.25m. 


SEOUL: Heavy trading took the mar- f 
ket to an all-time high, rising 7.9% as 
15.8m shares a day, worth an average 
of Won 300.96 (US$423,8m), changed 
hands. All sectors gained. Finance 
shares were strong because of the im- 
ending lending-rates liberalisation. | % 
anks gained 10.4%; Taegu Bank rose |4 
14.596. Steel shares gained 10.296, |. 
with Posco up 11.096. 













































KUALA LUMPUR: Prices rose in line 
with better performance on overseas 
markets. The government's by-elec- 
1. tion win and anticipation of a business- 
4. man's budget sent the market soaring 
iq; before the long weekend. MISC gained 
20 M cents (7 US cents) to M$6.70 
while Perlis Plantations put on 15 M 
"cents to M$6.30. Volume averaged 
12m shares a day, worth M$18.2m. 


TAIPEI: After 18 days of decline, the Por — 
market rebounded on news that the |^ 

government would allow US insurance |" 

firms to invest in Taiwan securities. 8 
The market index had gained 284.7 |j 
points by 24 Oct., but turnover was => 
slim at NT$I1.Ib (US$387.4m). For- | 
mosa Plastics closed at NT$104, up | 299 
NT$3, and Nan Ya Plastics gained 
NT$2.50 to NT$87. 














BANGKOK: Threats of labour unrest 
along with uncertainty in the interest- 
rate and foreign-exchange markets 
dampened a holiday-shortened week. 
Мапу formerly active small investors 
have. diverted their funds into property 
eculation. Kuang Charoen Elec- 
tronics rose 15.09% to Baht 122 
(08584.82), Daily turnover averaged 
5m shares, worth Baht 489.64m. 


BOMBAY: Share prices rose on hectic [777777 
speculation in a holiday-shortened | "| 

week. Daily turnover averaged Rs | 8 
600m (US$41.4m). The BSE Index re- | 
couped the previous period's losses to | 
touch а new peak of 705.06 points. | ^ 
Madras Rubber jumped Rs 44 to Rs | 
289. Cable Corp. gained Rs 15 to Rs 70 
and Bajaj Auto put on Rs 17.50 to close 
at Rs 400. 


ij 


M M M Ó— MÀÀÀ HÀ E ae т 























‘MANILA: Investors took profits and 
retreated to the sidelines as the market 
| consolidated after two. weeks of min- 
j.inged gains. San Miguel was down 
1.796 to P233 (US$10.89) while PLDT 
lost 1.8% to P217. Among miners, 
Atlas-B and Philex-B were unchanged, 
ut Benguet-B rose 3.2% to P90. 
aily turnover averaged 601.08m 
ares, worth B59.49m. 


NEW YORK: Three new post-1987 [ 
crash highs were reached in a rally. At | 
the end of the period prices came under | 
pressure, despite lower oil prices and | 
takeover battles involving majors RIR 
Nabisco, Kraft and Philip Morris. Vol- 
ume for the period was up 25% at 
908.87m shares. The Morgan Stanley 
Capital International Index gained 
2.1% to close at 471 on 21 Oct. 
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hat the magic word in India. 


There's magic everywhere in 
India, a vast and beautiful land, 
rich in colour, beauty, culture 
and history. It's a country that 
embraces the visitor with its 
warmth and friendliness. 

From the crowning glory of 
its spectacular Himalayan 
mountains in the north to its 
secluded sun-drenched sandy 
beaches in the south, India is 
more than an exotic tourist 
destination. It is a never-ending 








TOURIST OFFICES: Tokyo 5 


11-5062 Sydney 2321600 Bang 
AIR-INDIA OFFICES ‘ о 7 





carnival of festivals and You sense the mystique of 
celebrations. India as you step aboard. 
A journey through India is Gracious sari-clad hostesses 
more than a voyage of discovery ѕегуе you first class Indian 
— its a spiritual awakening and Continental cuisines 
and an uplifting experience. Fly with Air-India, and get 
Air-India welcomes you to a foretaste of India before you 
India with a simple “Namaste”, actually get there. 
which means, ‘to the divine For further information 
in thee I bow.’ please contact your travel 


agent or Government of India 
Tourist Office or Air India. 


М 
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eview ens sacrifices quality of 
_ information for ease of reading, or political palatability. To control the events around you, you need a 
. Special kind of knowledge. People who read the Review know 














P Learn How to Succeed in Publishing 


when you meet in the City of Angels 


Join the World 





Meet the Superstar - 
Publisher - Philanthropist - 
Communicator & Motorcyclist 

- of the year - Malcolm Forbes, 
Chairman € Editor-In-Chief, 
FORBES Magazine 
: T Bangkok will host the 2nd Asian 
`. World Publishing Congress, March 13 
to 16, 1989 to be held in the superb 
` Royal Orchid Sheraton Hotel & 
Towers, the perfect setting on the banks 
‚ of the Chao Phya - the River of Kings. 


|. The Congress— 

2 The one and only event dedicated 
to the serious business of publishing 

` in the entire Asia/Pacific region. 

A An international forum where you 
‘can meet leading publishing and 

“advertising professionals, make new 

' contacts, find new ideas and learn about 
the latest methods and new technology. 


The Programme— 
W А remarkable panel of distinguished 
professionals headed by Malcolm 
«Forbes will share their secrets of success. 
A panel who amongst them represent 
ће foremost regional and international 
“companies. 
M 30 highly topical morning sessions 
addressing wide-ranging and. informative 
subjects. Information to be learned that 
can immediately be put into practice. 
W 29 specialist workshops, many 
repeated so you can cover more ground. 
"Training sessions to develop new skills, 
exchange ideas and discover new 
practices. 
E Round-table discussions on 
Publishing opportunities in various 
Asian Countries. 


qd 





Highlights— 

@ Join Publishers competing to win the 
awards for the BEST magazines and 
newspapers in Asia. (Sponsored by Asian 
World Publishing Congress and Media, 
Asia's Media & Marketing Weekly) 


Bi Introducing for the first time awards Юг, 


the best Asian *National English Language 
newspapers”. 

@ Meet the world of publishing at the 
opening cocktail reception, your chance 
to do business and make new contacts. 

Wi Join in the fun at the Gala Awards 
presentation dinner. Find out who 
publishes the best newspaper and best 
magazine and at the same time enjoy the 
company of your friends. 


Special Events— 

Ш A special partners programme has been 
arranged. Explore Bangkok and unveil the 
mysteries of this fascinating city. 

lll Meet the young Thai people competing 
for the award to be the aspiring young 
journalist of the year. 

Ш If you want to visit other places in 
Thailand, we've arranged post tours too. 


Hotels— 

The superb Royal Orchid Sheraton 
Hotel & Towers will accommodate 
visitors to the congress, but rooms are 
limited. Early reservations must be made. 

In addition, The Royal River Hotel 
also on the banks of the Chao Phya will be 
for delegates. Relax and enjoy a boat ride to 
and from the Congress. 


Warning - Accommodation can only be 
guaranteed if early reservations are 
made. 





| Congress Programme- 
| Monday March 13 to Thursday March 16 
|. O830AM - 1230 PM - Plenary Sessions 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 





Monday March 13 to Wednesday March 15 
2.00PM - 5.30PM - Workshops 
Monday March 13 = 6.30PM — 

Cocktail Reception 
Wednesday March 15 — 7.30PM — 
Gala Awards Dinner 
Thursday March 16 — 1.00 PM — 


Congress Ends 
Don’t miss the opportunity of | 
benefiting fromthe wealth of inform; 
the international Speakers will share 
with you. Mail the coupon today or call: 








The Secretariat re 
Asian World Publishing 
Congress .—. c 
| 190 Middle Road 
*17-01 Fortune Centre 
Singapore 0718. 
Tel. (65)3394377 
Tix. RS55970 
Fax. (65) 3399409 


Supported by: 









INCENTIVE ANP CONVENTION 
| VEAN CONVENTION 


Official Airline: 


Thai Airways Intemational Limited 





gi То: The Secretariat, Asian World Publishing Congress 


190 Middle Road, #17-01 Fortune Centre, Singapore 0718. 
Please rush me information on participating in 
the Asian World Publishing Congress as indicated (2): 
p am 

Congress Programme Asian Newspaper Publishing Awards 


5 L] Asian Publishing Awards [jJ Post Congress Tours 


LJ Partners Programme 


Name: 





Title: 





Company: 
Address: 











Tel: 
Fax: 


Telex: 














CLASSIFIED ADVERTISEMENTS 








INUSINESS OPPORTUNITIES 








FOR SALE BY TENDER | 


SHIP REPAIR, WATERFRONT 


DEVELOPMENT SITE 
Located at Hope Harbour, Hope Island 
Gold Coast, Queensland, Australia 
Tenders are invited from experienced shiplift, slipway, 
ship-repair operators, to acquire and develop a 
6571m' freehold site with an adjoining 3059m 
deepwater seabed leases, requiring an approximate 
capitalisation of $2.8 million, to bring into operation 
within 12 months: 
= а 75-tonne shiplift 
-a 4755m’ hardstand ship-repair yard 
- a fully enclosed portal shotblast paintshop for 
20 metre length vessels 
- a commercial/retail/accommodation complex 
on balance 1816m” watertrontage site 
Current zonings in place for the above uses. 
Tender documents available direct from Owner. 
Marina Developments Pty Ltd, P.O. Box 343, 
Runaway Bay, 4216, Queensland, Australia 
(075) 30 8026 - Telephone (075) 30 8288 
1ders close 12noon EST 
November, 1988. 








ENTREPRENEURS AND 
INVESTORS IN CANADA 


B.S.F. Ltd. Seminar on Canadian 
business opportunities. Royal 
Garden Hotel, Kowloon. Hong 
Kong, 10:30 hrs. 15th November 
1988; Shangrila Hotel, Bangkok 
10:30 hrs, 22 November 1988 
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ST. LUCIA RIVERFRONT — 
THE ONE AND ONLY! 


12 JERDANEFIELD ROAD, ST. LUCIA, BRISBANE 


Theone and only 

| remaining property of 
such outstanding 
features available on the 
Brisbane River. Only 4 
kms. from the City Centre 
with 150 feet of absolute 
riverfrontage, perfect 
northerly aspect, 
spectacular lawns and 
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the water's edge, 
expansive river and City 
Skyline views, three 
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For sale 3.3 acres of industrial land with 
а 1520002 building, can be increased to 
6000012, Existing lease optional can be 
extended for 5 years. Price Cdn 
$1900000. Investment opportunity in 
the fastest growing area o! South On- 
tario, only 30 min from Metro Toronto. 
Private sale: Manfred Missalla, 52 
Shieldmark Cr, Thornhill, Ont. Canada 
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Telephone or post this coupon now for details 
of the seminar in your city. 


KUALA LUMPUR 
(Seminars 31st October or 1st November) 


Mr. Robert Ang, 
Rahim & Co, Chartered Surveyors Sdn. Bhd. 
Wisma Jayanita 


64 Jaian Raja Muda, 50738. KUALA LUMPUR. 


Tel: 03-2919922 Fax: 03-2919992 


SINGAPORE 
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Mr. Vincent Wee, 
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Resort Property 
Investment Seminar 
Australia’s Gold Coast 


The Gold Coast, Australia’s leading 

tourist resort area, is just starting to 

become an international resort, but 

at property prices that are relatively 
low compared to other international 
resorts around the world. 


It's the same ground floor 
opportunity you could have had in 
America’s great international resorts 
some years ago. 


Max Christmas Pty Ltd, the leading 
Gold Coast real estate company, is 
conducting a special seminar on the 
property investment opportunities. 
You will hear expert Australian 
speakers on: 


© Overseas Investment regulations 
- how you can simply comply and 
other legal details for overseas 
investors. 

© Accounting procedures for 
overseas investors and structuring 
your investment for maximum 
return. 

© Financing your investments easily. 
© Four investment opportunities 
open now. Four projects currently 
underway, available to international 
investors. 

Attend the seminar at no obligation 
or cost. Fill in this coupon or 
telephone today, to register for the 
session which suits you. But hurry. 
Seating space is strictly limited! 
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wards from achievements more attractive than salaried post 
fee arrangements. REPLY IN STRICTEST CONFIDENCE 
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The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Review Publishing 
Company Limited has long been recognized by lead- 


ing business executives throughout the world as the 
most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 
Of information 
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ment to fashion, electronics, telecommunication, 
engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, 
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Why not subscribe now and discover for yourself how 

, the CHINA TRADE REPORT can help eliminate the: 
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China. 
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LETTER FROM TAKTSER 


os picturesque, pastoral village of 
Taktser rests on a plateau of green, 
rolling hills in the northeast corner of 
China’s Qinghai province. Sited near a 
major Tibetan monastery and facing a 
sacred mountain, the tourism potential 
is unmistakable. Yet it doesn’t exist on 
any holiday schedules. 

The monastery in Kumbum, 50 km 
to the west, is an architectural master- 

iece founded more than 400 years ago. 

ocal guides claim that every year Kum- 
bum now receives more visitors than the 
Potala Palace. Food and trinket stalls 
occupy the entrance road and temple 
grounds. On busy days, traders and 
tourists — who may rent ersatz Tibetan 
costumes for souvenir photos — out- 
number Kumbum’s 450 monks. But 
Taktser is not on local maps. 

Qinghai’s capital, Xining, is only а 
90-minute drive away, and most people 
there know Taktser’s general location. 
Questions from foreign visitors, how- 
ever, result in a variety of responses: no 
such place; no road; if it did exist, it 
would be called Huangshi (Red Rock) 


village; only visitors with a special рег-; 


mit are allowed. The intending visitor is 
left in no doubt that the site is neibu, or 
off-limits. 

But the spiritual significance of the 
place cannot be erased by political dik- 
tat. For the village's most famous son is 
the Dalai Lama, the exiled spiritual 
leader of millions of Tibetans, who was 
born here in 1935. To the authorities in 





The child passed every esoteric exami- 
nation and test, and two years later in 
Lhasa was formally proclaimed an em- 
bodiment of the Buddhist quality of 
Compassion. 

Fifty years later, the 14th Dalai 
Lama — in exile since the 1959 Tibetan 
revolt against Chinese rule was 
ruthlessly crushed — is an internation- 
ally respected leader, tirelessly pro- 
selytising for the cause of an indepen- 
dent Tibet and defying Peking's at- 
tempts to deny him a platform. 

Despite the attempts of the au- 
thorities to make Taktser a non-place, it 
is by no means innaccessible for those 
who can lay their hands on an unofficial 
map. It is a fairly easy 90-minute drive 
from Xining. First east on a smooth sur- 
face, then south on a side road that 
twists and climbs through what used to 
be known as Dokham district in Tibet's 
Amdo region, and now has a post-liber- 
ation name: Pingan (Peace) County. 

Families tend vegetable gardens, 


grain fields and livestock. Older resi- | 


dents say life has not changed much 
since Wood Hog Year in the Tibetan 
Calendar, when Tenzin Gyatso was 
born. Some major constructions, how- 
ever, have taken place. Children attend 
a school established by the Dalai Lama, 
and there is a shrine in his honour. 

The shrine’s caretaker is, a cousin of 
the Dalai Lama’s, Mme Loshr. Her son 
is the school headmaster in a “typical 
eastern Tibetan village": he is an edu- 














Peking, however, he is a roving trouble- 
maker whose status and role are inimi- 
cal to the secular motherland. 

Taktser, with а population of 230 
people, conformed with predictions and 
divinations in the Tibetan tradition 
about where the 13th Dalai Lama, who 
died in 1922, would be reborn. 

In 1937, à party in search of the rein- 
carnation found in Taktser, other signs: 
a farmer’s house with a south facing 
main gate, turquoise-colour roof tiles, 
and a two-year-old boy, Tenzin Gyatso. 
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cated man, but does not read or write 
Tibetan. The кре is spotlessly clean, 


though bare but for a couple of altars; 
most of the religious paintings and 
statues disappeared during the Cultural 
Revolution. Still it cost Rmb 200,000 
(US$53,735) to renovate. 

The Chinese Government, not 
known for its munificence, does not 
make such an investment without а 
thought to future profit. A rare visitor, 
sent from Tibetan exile headquarters in 
Dharamsala, India, points out that it is 











not likely that the money was spent "t 
earn merit." 

There was evidence of a campaign t 
promote Taktser a few months арс 
when an official Chinese reporter vis 
ited the village, described the shrine 
and quoted Mme. Loshr on her hope 
that the Dalai Lama would return some 
day. Soon after the story was widely cir 
culated, Taktser officially ceased te 
exist. 

Facts are a rare commodity in Takt 
ser. Was renovation of the shrine car 
ried out in anticipation of a Dalai Lama 
visit? There was talk of this in 1985, bu: 
the Dalai Lama has only returned 
briefly for a visit which he remembered 
"a moment of ир iness in a journey о 
foreboding . . ." fat was in 195 24 
a visit to Peking, when he tried 1 г. 
suade Chinese leaders that thei 
policies, whatever the intentions, were 
causing widespread suffering and un- 
ршн in Tibet. 

r is it a simple case of bureaucratic 
muddle? One department could have 
been at an advanced stage of planning a 
tourism programme when another re- 
membered that somewhere in Taktser's 
neighbouring hills, perhaps too close for 
tourism comfort, are the main "reform 
through labour" camps of what is proba- 
bly the world's largest gulag. 

Separated from Lhasa by 4,000 km, 
distant even from the truncated Tibetan 
Autonomous Region's nearest border, 
isolated as neibu, Taktser may still be 

erceived as a potential spark for the 
ibet tinderbox. Riots in Lhasa had 
aroused international attention. 

Other incidents have taken place not 
far from this village. The ancient Tibet- 
an monastery of Labarng, in ' ї 
province, this summer expell Юю 
Chinese families who had moved in and 
built homes and shops on monastery 
grounds. 

By late August, no police action had 
been taken against the irate Tibetans. 
This may be asign of a new, enlightened 
China policy towards Tibet. Direct talks 
with the Dalai Lama are being sought, 
and messages are not in the peremptory 
and threatening vein of the past. 

Still, more may be needed to con- 
vince Tibetan people highly suspicious 
of the Chinese trait of treating an an- 
nouncement as a substitute for ac- 
complishment. The Chinese leadership 
seems to have realised that the Dalai 
Lama's influence in Tibet, even 29 years 
after he left, is profound. Tibetans are 
watching for the next steps, such as 
acknowledgment that little Tibetan vil- 
lages such as Taktser cannot just “disap- 
pear" overnight by edict. — Nancy Nash 
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Every day Concorde does what we de- 
signed it to do — fly passengers at twice the speed 
of sound across the North Atlantic. 

It removes time and distance barriers to 
international trade and opens up more oppor- 
tunities to more companies in more nations. 

So does our 125, the world's best selling 
mid-size business jet. 

By flying its passengers directly where and 
when they want to go, it saves time and money 
and stimulates trade. 
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for the needs of the future. 

Just like the Harrier the world’s first 
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The ultimate in business travel; supersonic Concorde and the 125 business jet. Concorde has now carried over 2 million passengers and the 125 has achieved its 700th sale 
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Second-class citizens 


Tom Crichton [LETTERS, 13 Oct.] 
makes the kind of blanket accusations 
so prevalent among people writing 
about various racial groups to which 
they do not belong. 

He is convinced that during World 
War II every person of Japanese de- 
scent on US soil would have helped the 
Japanese invasion forces, because we 
had no minds of our own but only blind 


| loyalty to the emperor. 


Of the several hundred Nisei (child- 


| ren of Japanese immigrants) students at 


the University of California, Berkeley, 
in 1941, I know of no Nisei who had a 
deep feeling of loyalty to the emperor or 
to Japan. We all had deep concerns for 
our immigrant parents, who had sud- 
denly been declared enemy aliens de- 
spite having lived in the US for 30-50 
years. They were aliens because all 
Asians were barred from naturalisation. 

It was Gen. Chiang Kai-shek who 
convinced president Franklin Roose- 
velt that Chinese-Americans should 
be given naturalisation rights as 
Allies in 1943. Seven years after the 
war, the Walter-McCarren Act was 
passed by the US Congress on 27 June 
1952, over president Truman's veto, so 


| that all Asians could become 
naturalised, effective 24 December 
1952. 


Crichton is also wrong when he says 
that not one Nisei was interrogated after 
Pearl Harbour in Japan. In Japan, there 
were many types of Nisei: those who 
returned with their parents in their 
childhood with no intention of going 
back and those who wanted to study 
Japanese culture or language. Their 
feelings ranged from pro-Japanese to 

ro-American with the newcomers 
eing completely American in all re- 


| spects. 


| 


Even if all the Nisei wanted to return | 
to the US three months before Pearl | 


Harbour, there were not enough berths 
for their passage. The name of the game 
became survival. Many of the Nisei 
were periodically questioned by the Ja- 

anese authorities. Some were drafted 
into the Japanese army, willingly or un- 
willingly, and were mistreated once 
their fellow soldiers learned that they 
had been born in the US. The Nisei were 
considered second-class citizens in 
Japan as well as in the US. 

Crichton points out that the same 
group of Nisei had reacted in four differ- 
ent ways under four different au- 
thorities. He blames this on the Japan- 
ese failing of fanatical loyalty and un- 
questioning dedication to any authority 
over them. 

Obedience to official authority 
would be an important factor, but not 
fanatical loyalty. The Nisei who mi- 
grated to the US took with them the 





| ing story on the 





strong belief that the government under 
which they were to live was to be re- 
spected and obeyed. Lawbreaking was 
anathema, as indicated by the low crime 
rate among the Japanese-Americans 
before Pearl Harbour. 


Tokyo Barry Saiki 


Tomorrow's losers 


The poignancy of the cover photograph 
[REVIEW, 20 Oct.] and the accompany- 
hilippine population 
nightmare says it all. The mother looks 
to be only in her mid-20s. The child in 
her arms must be another female, which 
is why the woman is pregnant again. 
Her husband probably persuaded her to 
try for a boy this time, even though, 
judging by her surroundings, he must 
either be jobless or underemployed. 

The population problem in | 
Philippines gives the impression tha 
too many Filipinos do not mind living in 
squalor as they go ahead relentlessly 
procreating. The woebegone faces of 
the four little girls around their mother 
can only fill one with sadness because 
they represent more of the future's ser- 
vants and prostitutes. 

People like Cardinal Jaime Sin, Pre- 
sident Corazon Aquino, Social Welfare 
Secretary Mita Tavera and all the irre- 
sponsible couples heedlessly breeding 

refer to shut their eyes to the problem 
in their midst. 

Meanwhile, macho Filipino men go 
on mindlessly fertilising their women as 
they transform their country into an en- 
larged version of Calcutta. 

Hongkong Gabriela Silangan 


Undying vision 


Tom Grunfeld’s efforts in his 
COLUMN [13 е to show 
nationalism is insignificant in Tibet are, 
at best, naive. 

I lived in Lhasa for a year, but one 
needs very little time there to sense the 
enormity of Tibetan resentment to- 
wards the Chinese and the great support 
that the Dalai Lama commands, and not 
just as religious leader. Did Grunfeld 
not notice the pictures of the Dalai 
Lama in most homes, sometimes even 
in those of communist cadres? Some 
cadres' families have been to visit the 
Dalai Lama in India; some have even 
sent their children to be educated there. 

His suggestion that the Panchen 
Lama's work in Tibet will make the 
Dalai Lama lose prestige among his 
people, shows how little he understands 
the situation. For Tibetans in Tibet, 
there is no competition between the 
Panchen Lama and the Dalai Lama. 
This is something that the Chinese have 
sought to create. 

I met few people for whom indepen- 
dence was not a kind of vision. Many 


eov 





10 NOVEMBER 1988 e FAR EASTERN ECONOMIC REVIEW 





“Yve got a terrific ball! When dad told me it was made 
of plastic I didn't believe him. I haven't missed a goal 
since I got it. It puts up with all kinds of rough treatment - 
even my dog's teeth! All my friends are jealous. I really 
think that the people who made it are clever 

That's true : the innovators of today are clever and 
Atochem's chemistry is here to help them. To help them 
to produce better and more reliable products and to meet 
the needs of today's high technology. 

Atochem has laboratories, research centres and 
production sites which by working in close collaboration 
with each other ensure successful products for the 
innovators. 

Atochem : The way forward for innovators. 


ATOCHEM in France and the world. 

- 10,000 employees plus. - Network spreading over 

- 35 productions plants in 97 countries on 5 continents 
France and the world - Turnover: FF 23 billions 


- 4 research and - Main activity sectors 
development centres Basic chemicals, 

- 1 technical centre Fine and speciality 
(engineering) chemicals, Plastic materials 





















ATOCHEM 

Hong-Kong 

Tel.: 852 (3) 697.145 
Télex: 39712 HKATO HX 
Melbourne 

Têl. : 61 (3) 548.40.33 
Télex: 154171 ATOMEL AA 
Singapour 

Tel.: (65) 225.03.88 

Télex: 34502 ATOSEA R 
Tokyo 

Tél. : 81 (3) 234.74.41 
Télex : 2325419 ATOCHM J 


ATOCHEM 
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THERE IS SOME PLACE 
LIKE HOME. 
E: 


шы 3 hen you or your employees 
are traveling to the United 
States for 30 days or longer, 
Oakwood Corporate Apart- 
ments are like a home away 
from home. 
Every Oakwood Corporate 
Apartment is fully furnished, 
from the linens, dishes and 
televisions to maid service. We can even provide VCR's, telephone answering 
machines and microwave ovens. (And by special request, rice cookers). 
All the comforts of home to keep you and your employees happy and 
productive when they're traveling. 
At half the cost of a hotel. 


ALL THE COMFORTS OF 
A RESORT HOTEL. 


You know what they say about all work 
and no play. 

That's why we've built Oakwood Corpo- 
rate Apartments around a truly impressive 
recreational facility. 

Your employees can take a swim in a 
large heated swimming pool, play tennis” 
day or night on lighted courts with the 
resident pro or even enjoy a workout in 
one of the high-tech fitness centers. 
Some of our properties even offer volley- 
ball and basketball courts? 

We'll keep your employees in the same 
condition we keep the employees of 300 
of the Fortune 500 companies. Rested. 
Relaxed. And ready to conquer the world. 

“Facilities may vary by location 


WE'LL EVEN KEEP YOUR COMPTROLLER HAPPY. 


Even with all this comfort and all these business and recreational facilities, 
the cost of an average 30 day stay at Oakwood is about half of what you would pay 
at a hotel. 

And it gets even better. 

We'll bill you or your company directly or accept American Express, VISA, 
MasterCard, or Diner's Club Credit cards. 

With more than 30,000 units across America you can find some place like home 
almost everywhere you look. 

So give us a call at 1-800-421-6654 and you'll soon discover there's no place 
like Oakwood. 

Oakwood Corporate Apartments. 

A place to call home for 30 days or more. 


2222 Corinth Avenue 
Los Angeles, California 
90064 


1-800-421-6654 


Corporate Apartments 











were pessimistic about being able to 
realise it, but that is very different from 
not being interested. 
Oxford, England 


Catriona Bass 


Tom Grunfeld's THE 5TH COLUMN 
sickened and amazed me. Sick- 
ened me in that a Peking propagandist 
should be allowed to pose as a neutral 
observer, and amazed me at the subtle 
excellence of Peking's propaganda of- 
fensive. 

Having lost the battle to deny that 
there is any problem at all in Tibet, Pe- 
king is now admitting that there are in 
fact all kinds of problems, yet brilliantly 
using these very admissions to obscure 
the vast problem that utterly eclipses all 
others, namely a massive Han immigra- 
tion into Tibetan ethnic areas that is un- 
doubtedly intended to do for Tibet what 
has already been achieved for Man- 


churia — complete obliteration of a 
separate ethnic identity. 
Oxford, England Robert M 


e Fifth columnists are not expected to 
be neutral. 


Lack of insight 


As it was published, my review of Paul 
Clark's book Chinese Cinema [REVIEW, 
13 Oct.] contains unfortunate distor- 
tions. 

The book's name is Chinese Cinema, 
and not “China Cinema," as was printed. 

I did not write that “Clark’s book 
also fails to provide the political con- 
text which has shaped the development 
of contemporary Chinese cinema," but 
rather that he demonstrated a "weak 
grasp" of it. Clark does not ignore the 
political context, it is just that his discus- 
sion of it sometimes lacks insight. 

I listed two examples: Clark's at- 
tribution of the controversy over the 
film Bitter Love to critics and his 5^*- 
ment about the movement ag: 
"spiritual pollution" in 1983-84. My 
explanation of these examples was cut 
from the review. 

Without this explanation, my criti- 
cism appears vague and gratuitous. 
Canberra Linda Jaivin 


Burma watching 


Friends of Burma will be grateful 
forever for the REVIEW's coverage of 
developments in Burma. A group of us 
in San Francisco is following every 
issue of your magazine with great in- 
terest. 

We must try to stop Ne Win's clique 
killing off the next generation of rulers 
who might be able to save Burma. 

San Francisco 'A Burmese in Exile' 





Pseudonyms are accepted, but letters in- 


tended for publication in these columns must 
bear the writer's signature and address. 
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Money 


And we 


Sp 


talks. 
eak all 


its languages. 


With 27 branches in Asias major 
financial centers and 7 in California, 
Security Pacific Asian Bank" is ob- 
viously well equipped to meet the 
commercial and banking needs of 
clients on both sides of the Pacific. 

What may not be so obvious 
is our strength in trade finance. 


We offer an integrated network 
to meet the growing needs of exporters 
and importers on the Pacific Rim. 

We offer a full range of trade services, 
from basic documentation to foreign 
exchange assistance. 

But most importantly, we offer 
expertise. We're well versed in the 


complexities of conducting business on 
the Pacific Rim. So whether your | 
ness is in Tokyo or Bangkok, we cal 
help you tailor your trade finan 
that particular area 

It all comes dow: 
ized service. A concept that, at Security 
cific Asian Bank, needs no translation 


ng to 


to personal 


Security Pacific Asian Bank S 


Hong Kong (8525)841-181] Japan (813)587-4800 Korea (822)757-6850 Malaysia (604)238-9855 Singapore (65)224-4122 Taiwan (886-2)77 
v Ng Ар var 
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How fast would you like your Swiss winter vacation? 
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O km/h? Tkm/h? 





4km/h? À 10km/h? 
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20 km/h? 40 km/h? 





60 km/h? Over 100 km/h? 


We'll fly you to this winter paradise at over 800 km/h and with superb service. From then 
on, you can take life however slowly or quickly you like. Full details of the enormous 
variety of Swiss vacations are in our brochure *Switzerland and the 3 : 

Alpine World", available from Swissair or any ТАТА travel agent. swissair Д7 


FarEastern Economic 




















ith President Suharto now 67, and having begun what | , 

may be his last five-year term in office, the national 
congress of the government- and army-backed Golkar 
party just held in Jakarta had been expected to give some 
clues about Indonesia’s political evolution. In the event, 
Suharto chose to keep his intentions vague, encouraging 
the withdrawal of Vice-President Sudharmono from the 
Golkar chairmanship, to be replaced by a less controversial 
figure. Young civilian activists in the Golkar machinery now 
find a counterweight in the infusion of military officers into 
party posts, as the armed forces move, so far successfully, 


to restore their somewhat eroded political position. Having followed the prepa- 
rations closely for months, the Review’s Jakarta bureau chief Michael Vatikiotis 
sums up the debate in Golkar about its future direction. 


Page 24. 


Cover illustration by Peter Mong. 





ge 14 
Malaysian leader Mahathir makes his 
rivals an offer of cabinet positions, 
which they are forced to refuse. 


Page 14 

US congressmen are unhappy with a 
vague report on the death in a plane 
crash of Pakistan president Zia and 
the US ambassador to Islamabad. 


Page 16 

Singapore opposition politician J. B. 
Jeyaretnam claims vindication in a 
Privy Council ruling that may question 
his expulsion from parliament. 


Page 18 

Indonesia's neighbours in Asia and 
the Pacific consider their response to 
Jakarta's temporary closure of the 
strategic Lombok and Sunda straits. 








In the run-up to the general election, | 


Pakistani politicians make and break 
unprincipled alliances, as the army is 
poised to remain a key power centre 
even after the polls. 


Page 40 


Amid spreading anti-Americanism, | 


South Korea's newly unmuzzled 
press takes the lead in questioning US 
attitudes and its role on the peninsula. 


Page 42 


The Sinhalese extremist opposition 
party, the JVP, ignores President 
Jayewardene's pledge to accept the 
Buddhist hierarchy's election peace 
proposal. 


Page 68 

Daewoo Shipbuilding, South Korea's 
second biggest shipyard, teeters on 
the brink of bankruptcy, forcing the 
government to consider rescue plans. 


Page 68 

Indonesia unveils a package of bank- 
ing reforms aimed at improving com- 
petition, mobilising domestic savings 
and boosting the stockmarket. 


| Page 70 

Bangkok increases spending on in- 
frastructure projects in a budget de- 
signed to benefit the government's 
big-business backers. 


Page 72 
| The New Zealand Government sets 
up a committee of inquiry on stock- 





restore investor confidence. 


Page 79 

Asean members' dreams of co-pro- 
ducing a car make little headway, but 
some member states have agreed to a 
car-parts swapping scheme. 


Page 80 

Rice farmers in Asia are being encour- 
| aged to switch from chemical to natu- 
ral pest controls in a bid to cut insec- 
ticide costs and boost yields. 


Page 82 

Business is booming in the Philippine 
| province of Cebu, though the island's 
infrastructure shortcomings may yet 
curtail its rapid growth. 


Page 86 

| Venture capital firms with nearly 
USS40 million in funds rush to set up 
shop in Thailand. 


Page 92 
| Malaysia's biggest-ever rights issue, 
by diversified bicycle manufacturer 
| Raleigh, is shunned by shareholders. 
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market reform as it steps up efforts to | 
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Some major Sino-Soviet 
border issues resolved 
The Soviet Union and China 
announced on | November 
that they had reached agree- 
ment on the position of the 
major part of the disputed east- 
ern sector of their border dur- 
ing talks in Moscow. The two 
sides will continue discussing 
the disputed areas and begin 
considering sectors on the 
western border. Diplomats 
said the agreement probably 
covered only the international 
boundarv along the main chan- 
nel of the Argun, Amur and 
Ussuririvers. — Robert Delfs 


Thai on corruption 

in use of US aid funds 

Thai Prime Minister Chatichai 
Choonhavan has ordered an in- 
vestigation into allegations of 


military corruption affecting | 
the US covert assistance for the | 


non-communist Cambodian 
resistance groups, originally 
made in the REVIEW on 2 
tober and reported in detail by 
the Washington Post on 30 Oc- 
tober. Quoting US intelligence 
documents, the newspaper al- 
leged that Thai military offi- 
cers, and possibly businessmen, 
had skimmed about US$3.5 
million off the 1988 US$12 mil- 
lion US covert aid programme. 
— Paisal Sricharatchanya 


Australian journalist 
ordered to reveal source 
The Australian High Court has 
set aside an unofficial rule giv- 
ing journalists the right to pro- 
tect their sources, by ordering 
Sydney Morning Herald col- 


umnist Peter Hastings to reveal | 


the identity of a US bank he 
uoted in a repor: on corrup- 
tion in the Philippines in Feb- 
ruary 1985. Former Philippine 
businessman Eduardo Co- 
juangco has sought the identity 
of the bank on the grounds he 
wishes to sue it for defamation. 
— Michael Malik 


Moderate wins Taiwan 

opposition leadership 

Radicals committed to making 
Taiwan independent from 
China lost the election for 
leadership of the opposition 
Democratic Progressive Party. 
at the party's third national 
congress on 30 October. 
Huang Hsin-chieh. represent- 
ing the moderates who called 
for focusing on democratic 
struggle rather than the con- 


7 Oc- | 


troversial independence de- 
mand, supported by centrist 
leader Kang Ning-hsiang, de- 
feated incumbent party chair- 
man Yao Chia-wen by 123-97 
votes. — Shim Jae Hoon 


Malaysia wins seat on 

UN Security Council 
Malaysia won the non-perman- 
ent UN Security Council seat 
vacated by Japan for a two- 
year term beginning | January, 
after outscoring Bangladesh 
104-55 on the first ballot. 
Bangladesh withdrew апа 
Malaysia scored 143 votes on 
the second round to win one of 
the two Asian seats on the 15- 
member council. The other is 
held by Nepal. — Ted Morello 


Imelda Marcos appears 
on racketeering charge 
Imelda Marcos, wife of ousted 
| Philippine president Ferdinand, 
pleaded not guilty on 31 Oc- 
tober to racketeering charges 


mi 

















Imelda: US$5 million bail. 





brought by a federal grand jury 
in New York against her, her 
husband and several аѕ- 
sociates. The former president 
was allowed to stay in Hawaii 
until a government physician 
can determine whether he is fit 
| to travel. The judge set bail of 
| US$5 million and gave Imelda 
until 3 November to come up 
with cash or property to secure 
the bond. — Nayan Chanda 


Vietnam and Laos take 
part in refugee talks 
| For the first time in nine years, 
Vietnam and Laos participated 
on 27-28 October in multilat- 
eral discussions in Bangkok on 
| the problem of Indochinese re- 
fugees. The 17 participating 
countries discussed repatriat- 
| ing refugees, streamlining legal 
departure procedures. third 
country resettlement, restoring 
| an open first-asylum policy and 
| the need for a regional refugee 
screening policy. 
— Murray Hiebert 








BUSINESS 


Burma lifts ban on private 
foreign investment 

Burma has lifted a 26-year ban 
on private foreign investment 
as part of the move to open up 
the economy to private enter- 
prise. Legislation is being 
drafted to provide investment 
incentives such as tax holidays. 
Burma’s foreign trade, once a 
monopoly of government, will 
also be opened to private indi- 
viduals and companies. They 
will be allowed to export any 
Burmese product except pet- 
roleum, teak, gems and miner- 
als. — M.C. Tun 


EC may impose duties on 
US-made Ricoh copiers 
The EC may soon rule that 
Japan's California-made Ricoh 
photocopiers should be subject 
to the same punitive anti-dump- 
ing fines as its direct exports 
from Japan, further strain- 
ing the EC's trade relations 
with both the US and Japan. 
EC photocopy manufacturers 
want the authorities to reject 
the US-made Ricoh copiers’ 
certificates of origin because of 
their high percentage of Japan- 
ese-produced parts. This will 
make the copiers subject to the 
20% anti-dumping duties 
which were imposed last year. 
Some EC officials claim that 
Ricoh's US-made copiers have 
90% Japanese content. 

— Shada Islam 


Six South Koreans charged 
with insider trading 

South Korean authorities on 31 
October arrested six people on 
charges of insider trading. 
Three were emplovees of the 
Korea Stock Exchange and the 
others from a brokerage firm. 
They were accused of making 
some Won 400 million 
(US$571,429) in illegal profits. 
Prosecutors allege that they 
had forged documents which 
allowed them to funnel orders 
for stocks through their ac- 
counts at artificially low prices. 


— Mark Clifford | 


Taiwan and South Korean 
currencies appreciate 
After a US Treasury Depart- 
ment report on 24 October ac- 
cused South Korea and Taiwan 
of manipulating their exchange 
rates, the currencies of both 
countries began appreciating 
against the US dollar. Panic 
selling of the US dollar in 
Taiwan drove the NT dollar up 





12 











1.99% by 2 November, while 
the won rose 0,6%. Since the 
beginning of the year, the NT 
dollar had risen only about 1% 
while the won had appreciated 
1296. The US blames the “un- 
dervaluation" of the won and 
NT dollar for its large trade 
deficits with Taiwan and South 
Korea. Taipei expects a USSIO 
billion trade surplus with the 
US this vear and Seoul predicts 
a surplus of USS14 billion. 

— Review Correspondents 


Kadoories hold onto 
Hongkong hotel group 
A bid by Hongkong entre- 
reneur Y. S. Lo to take over 
ongkong & Shanghai Hotels 
failed after Hotels’ controlling 
shareholders, the Kadoorie 
family, rejected a HK$6.80 ( 
US cents) cash offer to bu, 


their shares. The Kadoories 
raised their holding from 
34,9% to 40%. The Hotels 


| board's independent commit- 


tee rejected the Kadoories' 
HK$5.80 cash general offer, 
and Lo's HK$4.80 cash and 
one Cathay City share offer as 
“wholly inadequate.” 

— Christopher Marchand 


Posco starts third 
stage of expansion 


South Korean steelmaker 
Posco broke ground on the 
Won 1.9 trillion (US$2.71 bil- 
lion) third phase of its Kwang 
vang steel works on 1 Novem- 
ber. When completed in 1991, 
it will make Posco the world's 
second-largest steelmaker 
after Japan's Nippon Steel 
Corp. The expansion will add 
2.7 million tonnes of st 

making capacity, raising ...- 
state-controlled steelmaker’s 
capacity to 17.2 million tonnes 
a year. Posco's expansion has 
been brought forward two 
years because of a shortage of 
steel. — Mark Clifford 


Bankruptcy law goes 

into effect in China 

China's first bankruptcy law 
went into effect on | Novem- 
ber, three months after the 
passage of the enterprise law 
which is designed to make 
state-owned enterprises re- 
sponsible for their profits and 
losses. Although the bank- 
ruptcy law provides the legal 
framework for reorganising or 
closing insolvent state enter- 
pene" it is unclear whether the 
aw in the short term will be im- 
plemented against the 20% of 


NE — 





state enterprises that are 
chronic loss makers. 
— Ellen Salem 
—— 
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--. WAIT-AND-SEE POLICY | 
Japan — Burma's largest aid donor 
— is withholding diplomatic 
recognition of the Saw Maung 
military government in Rangoon 
ШШ it is satisfied that the Burmese | 
= general elections, planned for early | 
next year, are fair. Japan's protocol | 
. codes require formal recognition of a 
пем government. 


. COMMUNISTINVESTMENT | 
|. Ho Chi Minh City is organising a | 
~ conference for foreign businessmen 





_ and bankers this month to entice 
cs them to invest in Vietnam, which 
_ passed a relatively liberal foreign 
г Investment law late last year. The 
| ; meeting will discuss the city's plans to 
st up ап export processing zone, 
so odeharecent pamphlet published by 
‘city’s Export Development Centre 
says will “put its export efforts to the 
test of foreign investors’ confidence.” 
Export processing zones are also 
being discussed for Danang, 
‘Haiphong and possibly Hanoi. 


DIPLOMATIC OBSERVERS 
Taiwan's ruling Kuomintang (КМТ). 
concerned about the opposition 
= Democratic Progressive Party (DPP) 
*. gaining foreign recognition, has 
| privately complained to a number of 
в. foreign diplomats over their presence 
at the DPP convention held earlier 
this vear in Kaohsiung. As a result, 
the Japan Interchange Association, 
Tokyo's unofficial embassy in dd 
did not send a political officer to the 











| 
| 


DPP third national convention in 
Taichung on 30 October. However, 


| the American Institute in Taiwan — 


the unofficial US embassy — did send 
an observer to the convention. 


HOLDING THE LINE 

Ё 1 Singapore Prime 
Minister Lee 
Kuan Yew 
apparently did 
not object to his 
Thai counterpart 
Chatichai 
Choonhavan's 
flexible approach 
towards Vietnam. 
During his 
meeting with 
Chatichai in September, Lee noted 








the virtues of Chatichai extending the | 


olive branch to Hanoi, while saying 
that in his opinion Thai Foreign 
Minister Siddhi Savetsila should 
maintain the hardline stance. 
Chatichai contributed to a more 
relaxed regional atmosphere after 
pledging to turn Indochina from а: 


| battlefield into a trading market. 


DIM PROSPECTS 

A stepped-up campaign by the 
southern Philippine Muslim 
secessionist group, the Moro 
Nationalist Liberation Front 
(MNLF), to gain membership of the 
Organisation of Islamic Conference 


(OIC) is unlikely to succeed. Asin the | 


past, Manila can count on Asean 
partners Malaysia and Indonesia, 


| both OIC members, as well as other 
moderate Islamic countries to block 

| MNLF leader Nur Misuari's attempt 

| to upgrade his group's observer status 
| tofull membership at the OIC foreign 
| ministers’ meeting in Jeddah next 

| January. The army recently 


























| despatched two battalions to 

| Misuari's native southern island of 

| Jolo to counter an apparent attempt 
| by the MNLF leader to bolster his 

|. OIC bid by securing territory, 


| IMPASSE AFTERTHOUGHT — 

| South Korean President Roh Tae 

| Woo's proposal during his UN speech 
| to establish a so-called "city of peace" 

| straddling the Korean border had all 
| the hallmarks of a morsel tossed in at 
| the last minute to sweeten the pot — 
| one of many he has thrown North | 
| Korea's way in the past few months in 

| an effort to break the long-standing 

| impasse on the peninsula. It now 

| turns out that it was. [t is understood 
| theidea was hastily added to his 

| address soon after his arrival. 


| ASTRA EXPANSION 
, The Soeryadjaya family, owners 

| of Indonesia's second-largest 
conglomerate, are soon to part with 
| 

| 

| 

| 







3-7% of equity in their group h 
company P. T. Astra Inte ab. 
The buyer of the shares, огап > 
estimated US$12.5 million, is th 
Washington-based Intern 
Finance Corp. which is also p 
| a US$37.5 million loan for As : 
aggressive expansion into exports. 

















F'THE WEEK 


AFGHANISTAN 

Some 70 rebels and eight government sol- 
diers were killed in three days of fierce fight- 
ing for control of a strategic road linking 
Jalalabad to Kabul, it was reported (/ 
Nov.). 


CAMBODIA 

Prince Norodom Sihanouk met British 
Prime Minister Margaret Thatcher in Lon- 
don (26 Oct.). 


INDIA | 

Thousands of farmers continued a city | 
centre sit-in the day after holding a massive | 
rally to force concessions from the Indian | 
Government (26 Ocr.). Violence erupted | 
across Kashmir with at least 40 people | 
wounded in bombings and clashes between 
police and pro-Pakistan Muslim vouths (27 
Oct.). Three powerful bombs exploded in 
northern India killing at least 21 people (7 
Nowv.). 


MALAYSIA 
Eighteen Malaysian opposition MPs and 
~ critics of the government began a one-week 





hunger strike to protest against their con- | 
tinued detention without trial (27 Oct.). Po- | 


lice clashed with about 200 supporters of the | 
ormer deputy | 


hunger strikers (30 Oct.). 
premier Musa Hitam rejected an invitation 


from Prime Minister Datuk Seri Mahathir 
Mohamad to rejoin his cabinet (3/ Oct.). | 
Senior Vietnamese officials held talks with | 
their Malaysian counterparts in Kuala Lum- | 
pur on possibly accepting some refugees who | 


want to return home (J Nov. ). 


| NORTH KOREA 

The US announced conciliatory gestures | 
towards North Korea intended to support | 
the south's initiative to reduce tensions on | 


the peninsula (7 Nev. ). 


PAKISTAN 


Sixteen people were hurt when a power- | 
ful bomb exploded in a crowded shopping | 
area in Lahore (26 Oct.). Opposition leader | 


Benazir Bhutto started her election cam- 
paign (30 Oct.). 


PHILIPPINES 
Former Philippine first lady Imelda Mar- 
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cos pleaded not guilty in a New York courtto 
charges of looting her country's treasury to 
buy property in Manhattan (37 Oct). 


SOUTH KOREA 

Students demanding the arrest of former ^| 
president Chun Doo Hwan attacked a | 
cultural centre and government amd ruli 
party offices in Taegu, it was reported (2 
Oct. ). Sixteen radical students hurled home 
| made bombs outside Chun's home, it 
| juring three policemen, it was reported 
| (31 Oct). 


TAIWAN 

A Taipei court convicted two mainland. 
; Chinese of hijacking a Chinese airliner early | 
| this year and sentenced them each to three 
| and-a-half years in prison (27 Oct}. 


VIETNAM 

A court convicted 21 members of an. 
; anti-communist “Free Vietnamese Tt 
| of violating national security and 
tenced the two leaders, former Buga 
| monks. to death, it was reported 
| Ос). 


REGIONAL AFFAIRS MALAYSIA 





Mahathir makes rivals a cabinet offer they must refuse 


The tables turned 


By Suhaini Aznam in Kuala Lumpur 

rime Minister Datuk Seri Mahathir 

Mohamad has neatly turned the ta- 
bles on his political rivals with an offer 
they are forced to refuse: cabinet posi- 
tions as ministers without portfolio for 
former trade and industry minister 
Tunku Razaleigh Hamzah and former 
deputy prime minister Datuk Musa 
Hitam. The effect has been to cleanse 
him of the divisive public image that has 
cost him some support from Malays and 
rob his opponents of their best weapon. 

In the latest example of political 
deftness that has become his hallmark, 
Mahathir made his stunning offer — a 
complete about turn from his implaca- 
ble determination to deny his rivals the 
opportunity to ever again challenge his 
leadership as they did last year — on 30 
October at the close of the inaugural as- 
sembly of his newly constituted party, 
the New Umno, or Umno (Baru). The 
1,545 delegates, who had earlier been 
allowed to vilify both Razaleigh and 
ша in speeches, broke into a storm of 
applause as Mahathir described his 
offer as a "sincere invitation [and] as a 
step to improving unity among Malays 
and Umno members." 

Later, Mahathir told newsmen: “I 


PAKISTAN 


‘See no evil...’ 


A government report on Zia’s death fails to point a finger 


By Nayan Chanda іп Washington 

he conclusion of a classified re- 

port issued by a Pakistani-led inves- 
tigating team that sabotage by unknown 
persons may have caused the air crash 
that killed president Zia-ul Huq, his top 
associates, US Ambassador to Pakistan 
Arnold Raphel and military attaché 
Brig.-Gen. Herbert Wassom has left US 
congressional leaders unhappy. 

And CIA Director William Web- 
ster's public suggestion that, given the 
potenia! impact the team’s report could 

ave on Pakistan's domestic politics, 
the lack of more specific findings may 
not be “a bad way to end the report" has 
raised suspicions of a cover-up. But con- 
gressional sources and administration 
officials alike say that without access to 
key evidence — the flight crew's bodies 
were not subject to autopsies, for exam- 
ple — the cause of the 17 August crash 
may never be known. 











extend this invitation be- [ 
cause there were suspi- 
cions that our [earlier] in- 
vitation to peace talks was 
made out of feelings of 
weakness." He added: “I | 
hope this will end the dis- 
unity." Оп 15 October, 
Umno (Baru) announced 
that it would consider ap- 
plications for member- 
ship from all Malays, | 
where before it had said it 
would not take in those 
who had opposed its for- 
mation, as Razaleigh, 
Musa and their support- 








е6? | 


explained to Malay villa- 
| gers, with some success, 

that by denying member- 
ship to some Malays, 
Umno (Baru) ran counter 
to the spirit of Malay 
nationalism and unity es- 
poused by the original 
Umno. Mahathir was 
painted as a figure of dis- 
unity and his refusal to be 
accommodating to his ri- 
vals portrayed as v^ 
Malay and autocratic. 

At one point just be- 
fore a 25 August par- 
liamentary by-election in 





ers had done. Five days Johor, Mahathir even 
later, a candidate from Mahathir: deft politics, — "^ took to prime time TV to 
Umno (Baru) won the w~ — —— defend his leadership 


Parit Raja by-election for a Johor state | 
assembly seat by a narrow 413 votes, 
and it was widely accepted that that 
offer tipped the balance of votes. 
Mahathir's latest announcement tops 
even that. After the original United Ma- 
lays National Organisation (Umno) was | 
deregistered after being declared an un- 
lawful organisation by the courts in Feb- 
ruary, Razaleigh, and lately Musa, have 


"The report does two things." а 
senior administration official told the 
REVIEW, "it clears the Pakistani air 
force of any responsibility by ruling out 
mechanical failure and leaves the cause 
of the crash unresolved while hinting it 
was sabotage." 

It was the suggestion of sabotage that 
aroused congressional interest. While 
those in the congress who suspect Soviet 
involvement want that possibility to be 
probed further, others are upset by 
what they view as the administration's 
surprising "lack of curiosity" about how 
two prominent American officials met 
their deaths. 

When Washington put together its 
own investigative team to assist the 
Pakistani probe, it failed to include 
members from the FBI. Congressional 
leaders attacked the omission on the 
grounds that the FBI has vital expertise 
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style (REVIEW, 8 Sept.). The Umno 
(Baru) candidate in that election lost 
by a huge margin, and Mahathir might 
have picked up a lesson for, with this 
offer, he has put Razaleigh and Musa 
on the defensive. They cannot now ac- 
cuse him of splitting the Malays and 
refusing the offer will not go down with 
traditional Malays, whose religion, 
Islam, forbids anyone from rebuff- 


in terrorist activities and called for a 
new FBI probe. 

While some staunch anti-Soviet cri- 
tics in the congress argue that the deci- 
sion to exclude the FBI was influence 
by the State Department, which th 
critics say wants to avoid looking too 
closely at possible Soviet involvement in 
the interests of détente, others say the 
decision was based solely on bureaucra- 
tic considerations. "The State Depart- 
ment just did not want to muddy the 
waters with too many players. There 
was no malice aforethought," a senior 
administration official said, conceding it 
was a mistake not to include the FBI. 


he FBI has since announced that it 
will launch an independent investi- 
gation into the crash. However, few be- 


| lieve the FBI will solve the riddle as it 


will be analysing the same information 
made available to the previous US in- 
vestigating team. 

Officials here are also pessimistic 
about ever uncovering the whole truth 
about the crash. US investigators were 
not given full access to witnesses and 
evidence, and the investigation has 
from the start been tainted by various 
Pakistani Government-initiated stories 





10 NOVEMBER 1988 e FAR EASTERN ECONOMIC REVIEW 





Y" 


ing the extended hand of friendship. 

But rebuff it they must for to accept 
would draw them into an establishment 
hostile to them and kill them off politi- 
cally from the inside. Musa has already 
declined. “I would like, in all sincerity, 
to explain that the post of a cabinet 
minister is for me not important and has 
nothing to do with Malay unity," read 
Musa's carefully worded press state- 
ment on 31 October. 

Malay unity could only be achieved 
with a leader who practises the traits of 
Malay litical culture: politeness, 
moderation, tolerance, forgiveness and 
never arrogance, he added. After the 20 
October state assembly by-election, 
rough words were spoken. and Maha- 
thir's own statements at the opening of 
the Umno (Baru) inaugural assembly 
were "critical and contemptuous of 
those who are regarded as enemies." 


'azaleigh is even less likely to ac- 
. cept. On | November he said he 
would "think about" the offer when Ma- 
hathir writes to him, as he has said he 
would, but earlier, newspapers had 
quoted him as saying to the 15 October 
invitation that even if he died and was re- 
born, he would not join Umno (Baru). 

A bonus for Mahathir is that the invi- 
tations have blurred the differences be- 
tween the old and new Umnos. On 19 
October, the Supreme Court ruled that 
the country's two largest newspaper 
groups — both owned by Umno — need 
not refer to the new party as Umno 
(Baru), as the word baru (new) only ap- 
pears in the Bahasa Malaysia version of 
its registered title, whereas Umno is the 


about possible causes for the crash. 

The only lead investigators did find 
— the presence of such "unexpected 
elements" as antimony, potassium, 

"sphorous, chlorine and sodium — 

ild not be followed up. Pakistan's in- 
vestigation report suggests that some of 
these may have been used in a chemical 
agent designed to incapacitate the flight 
crew. But in the absence of crew auto- 
psies (Muslims are normally buried 
soon after death). there is no way to 
prove this. 

As early as 25 August, the US 
seemed already to be preparing the pub- 
lic for a less-than-satisfactory investiga- 
tion outcome. Then, a State Depart- 
ment spokeswoman said: "This is a 
Pakistani investigation. We're co- 
operating with them. How they intend 
to release the information will be de- 
cided by them." 

A congressional analyst said the 
sabotage theory puts the State Depart- 
ment in a dilemma. "It's a messy situa- 
tion. To suggest that Russians and the 
Afghan WAD [intelligence agency] 
may be behind the killing of two senior 
American officials raises a host of ques- 
tions about the administration's policy 
of détente with Moscow. You don't also 
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registered English acronym. In time, 
common usage will ensure that the new 
party will be just “Umno” and succeed 
the old in people’s minds. 

Umno (Baru) claims to have some | 
million membershi 
computer, at least 50% of which must be 
from members of the original party if it is 
to acquire the old assets. Although party 


administrators themselves admit that 


roving every member's standing would 
impossible, estimates are possible. In 
Penang for instance, membership is 
about 83% old and 17% new, said its 
state liaison chief Anwar Ibrahim. 

The combined effect is to grind down 
the legitimacy of 
-Razaleigh and Musa's 
struggle to revive the 
original Umno. Ma- 
hathir has already de- 
scribed them as а 
"splinter group" at 
the general assembly 
and all the delegates 
have picked up the 
phrase. 

It remains to be 
seen whether Maha- 
thir's latest announce- 
ment will affect his ri- 
vals’ plans to force a 
series of by-elections 
— they stand even at 
one each now. But 
Mahathir has strongly 
denied the possibility 
of a snap general elec- 
tion, which Musa said 
last month was being 


planned. “Why should Musa: ‘not important.’ 


applications in its 








I hold elections again?" demanded 
Mahathir, who last went to the polls 
in 1986. “I'm іп a very strong posi- 
tion." 

Nevertheless, the narrowness of the 
victory in rural Parit Raja has under- 
scored the need to hold fast to rural 
Malay loyalty. The government will in- 
crease allocations for rural develop- 
ment for 1989 by M$400 million 
(US$149.8 million) to M$5.1 billion and 
again for 1990. The government will 
also revert to giving out land titles to in- 
dividual settlers in its land pioneering 
scheme for Malay settlers, presently 
worked on a share system. 

Amendments to 
the party constitution 
were passed almost 
without debate — in- 
cluding a controver- 
sial new system of 10 
bonus votes for a can- 
didate for party presi- 
dent or deputy presi- 
dent each time he is 
nominated by a divi- 
sion. The proposal 
had been criticised as 
building in a voting 
bias towards an in- 
cumbent because in 
the shadowy practice 
of Malay politics, dele- 
| gates have preferred 
to hide their hand until 
casting а secret ballot 
— and also leave them- 
selves open to all man- 
ner of inducements to 
change their vote. El 
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want to trumpet from the highest hill 
that some in the Pakistan Government 
may be behind this." Evidence of Pakis- 
tan army involvement would weaken 
congressional support for continued 
generous aid to Pakistan — something 
the State Department sees as vital to 
security in the area. 


ges analysts suggest an even more 
compelling reason for the Pakistan 
Government not to probe deeper if, in- 
deed, the crash was due to domestic 
sabotage. “One could well have a situa- 
tion like in New Delhi after the assassin- 
ation [by Sikh extremists] of prime 
minister Indira Gandhi in 1984,” one 
analyst said, referring to the hundreds 
of lives lost in anti-Sikh riots following 
the murder. 

In the absence of anyone clearly be- 
nefiting from the crash, some analysts 
have raised the possibility of fundamen- 
talist Islamic zeal leading to sabotage. 
These analysts note news reports claim- 
ing that a Shia airforce officer caused 
the crash and say the claim is plausible 


iven the growing tension between 
akistan's Shia minority and Sunni 
majority communities. 


The analysts point out that tension 


between the two Muslim sects within 
the armed forces has also mounted since 
December 1987, when an estimated 10- 
20,000 Pakistani troops on assignment 
in Saudi Arabia were sent packing be- 
cause Zia refused to exclude Shia troops 
from the contingent. Many Sunni offi- 
cers and men were bitter about losing 
the lucrative assignment because of the 
Shias. The tension escalated when two 
top Shia religious leaders were later 
murdered. 

A senior US administration official 
said that while Shia involvement is “en- 
tirely possible in theory, I have not the 
slightest evidence to support it." 

CIA Director Webster stated that 
the Pakistani report was one that the ad- 
ministration "could live with" because it 
helped ensure peace and stability in 
Pakistan. The report, he said, "satisfies 
the process for the moment and does 
not point a specific finger at any country 
or terrorist organisation. And I thin 
that is not a bad way for the report to 
end, even though it has its uncertainties. 
It does not impede or interfere with the 
election, cause the military to take pre- 
emptive action; [it] does not say it was 
an accident, although it does not believe 
it was an accident." п 
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SINGAPORE 


Last laugh for Jeya 


Politician wins final appeal on right to practise law 


By Margaret Scott 

ruling by the Privy Council in Lon- 

don that veteran Singapore opposi- 
tion politician J. B. Jeyaretnam had 
been wrongly disbarred from practising 
law may call into question the basis for 
his expulsion from the Singapore Parlia- 
ment in November 1986. 

The reasons behind the 25 October 
unanimous ruling by the five law lords 
— the Privy Council's Judicial Commit- 
tee which acts as final court of appeal for 
Singapore and several other Common- 
wealth countries — will not be pub- 
lished for several weeks. But Jevaret- 
nam and his London lawyer Martin 
Thomas point out that the Privy Council 
heard only submissions relating to the 
validity of Jeyaretnam's four criminal 
convictions concerning the finances of 
his Workers' Party (WP). 

Thomas said that the Privy Council's 
ruling is based on the conclusion that 
Jeyaretnam was wrongfully convicted 
and therefore he was improperly disbar- 
red. Since the law lords have no legal 
jurisdiction to overturn that conviction, 
Jeyaretnam is expected to apply for a 

ardon from Singapore President Wee 
Kim Wee. 
“If the conviction was wrong. then I 





1981. He fought prosecution for alleged 
irregularities in his party's accounts to 
the Singapore Supreme Court, which 
upheld the convictions. Jeyaretnam was 
jailed for one month and fined a total of 
S$5.000 (US$2,500), well above the 
S$2.000 level set for automatic disqual- 
ification from parliament for five years. 
Reacting to Jeyaret- 





was wrongly  pre- 
vented from sitting in 
parliament," said 
Jeyaretnam, who re- 
mains the WP's sec- 
retary-general. The 
Privy Council's rul- 
ing, Jeyaretnam said, 
should spur the Singa- 
pore Government to 
grant him a pardon, 
pay him the MP's sal- 
ary he has been de- 
nied since he was ex- 
pelled and restore his 
parliamentary — seat. 
“I'm waiting for the 
Singapore Govern- 
ment to respond. I'm 
sure they will do 





L 





nam's convictions, 
Singapore's Law So- 
ciety moved to strike 
Jeyaretnam from the 
rolls. A panel of 
High Court judges 
їп 1987 issued an 
order disqualifying 
him from practising 
law. 

Under the system 
of appeals to the Privy 
Council, no right of 
appeal exists for such 
a criminal convictic 
However, Jeyaretni 
had a right to appeal 
against a ruling in a 
civil case such as the 
disbarment. It is this 





d 





what is right," he said. 
If the law lords have so ruled, 
Jeyaretnam may have to be content with 
a moral victory rather than full political 
restoration. Since he was expelled, his 
former Anson constituency has been 
abolished in an electoral redistribution, 
and general elections have been held. 
Jevaretnam became the sole opposi- 
tion MP when elected in a by-election in 


With us or against us 


Oppositionists purged from PAP's trade union arm 


By Hamish McDonald 
Буер ruling People's Action 

Party (PAP) is reasserting its blue- 
collar credentials in the wake of the Sep- 
tember elections, in which opposition 
candidates appeared to strike a chord 
with many voters by putting an “elitist” 
tag on the PAP. 

Although not making any link 
to the election result, Prime Mi- 
nister Lee Kuan Yew has warned 
about а sense of 





Congress (NTUC) which was found- 
ed by the PAP in 1961 during its 
struggle for political power with 
communist and racially based part- 
Ies. 

Affirming the “symbiotic relation- 
ship" with the PAP, the NTUC's leader- 
ship has called for the sacking of opposi- 
tion activists from offices of the NTUC, 
its 70 affiliated unions, and associated 
business ventures such as 





"psychological exclusion" 
forming among middle- 
and lower-income groups 
as prosperity brings the 
"good life" to better-off 
Singaporeans. 

One step has been 
to sever links between 
opposition parties and 
trade unions, which cover 
17% of the 1.25 mil- 
lion strong workforce. 
About 98% of these un- 
ionists come under the 
National Trades Union 
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the NTUC Comfort taxi 
cooperative апі the 
NTUC FairPrice super- 
markets. 


who stood unsuccessfully 
in the elections are being 
purged. One is a branch 
official of the Singapore 
Banking Employees’ 
Union, Shariff Yahya, 
who had stood as a 
Singapore Democratic 
Party (SDP) candidate 
against Second Deputy 








So far three activists | 





High Court order that 
the law lords set aside, ordering the 
Law Society to pay all of Jeyaretnam’s 
legal costs from the start of their ac- 
tion. 

Jeyaretnam said he expected to re- 
apply to the registrar of the Supreme 
Court for his certificate to practise law 
by 4 November and hoped to resume his 
law practice immediately. 


Prime Minister Ong Teng Cheong, 
who is also NTUC secretary-general. 
The second is a branch official in 
the Metal Industries Workers Union, 
M. Ramasamy, who stood for the 
Singapore Justice Party. The third 
is a part-time teacher in an NTUC ac. ` 
education scheme, George Sita, v 
ran for the SDP. Two taxicab opera- 
tors who stood for the op osition 
have voluntarily quit NTUC Com- 
fort. 

In response, SDP leader Chiam See 
Tong, who was the only opposition can- 
didate elected to the 81-member parlia- 
ment, called for a three-month boycott 
of NTUC FairPrice stores. Chiam said 
the sackings might set a precedent for 
other employers to dismiss staff because 
of their political affiliation — though 
there is as yet no sign this will be the 
case. 

Provision of benefits through the 
NTUC network appears likely to be an- 
other side of the PAP's cultivation of 
lower-income groups. Lee's warning 
about alienation came at the opening of 
a S$38 million (USSI9 million) resort 
centre built by the NTUC for union 
members. "Our society has no class di- 
visions," Lee said. "Our parents or 
ا‎ all started out at the bot- 
tom of the ladder.” п 
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FOREIGN RELATIONS 


Now the carrot again 


The US relaxes its policies towards Pyongyang 


By Nayan Chanda in Washington 


he US has relaxed restrictions on 

diplomatic and trade contacts with 
North Korea in a bid to encourage 
Pyongyang along a more “responsible” 

ath in foreign affairs and to back South 

orean efforts towards a summit with 
the North. Washington also hopes that 
its just-announced measures will 
strengthen China's hand in trying to 
moderate North Korean policy and re- 
duce tension on the Korean peninsula. 

The latest move — made despite the 
North's continued presence on the US 
"terrorist nations" list — is also aimed at 
` tting Pyongyang know that good inter- 

'tional behaviour on its part — such as 
refraining from committing terrorist 
acts during the recent Seoul Саша 
— can be rewarded. Pyongyang has 
been linked to many terrorist activities, 
including the bombing of a South Ko- 
rean airliner їп November 1987, in 
which all aboard died, and the 1983 
Rangoon bombing in which many visit- 
ing South Korean Government officials 
were killed. 

On 31 October, the US State De- 
partment announced that it "will en- 
courage unofficial, non-governmental 
visits from the Democratic People's Re- 
public of Korea (DPRK) in academics, 
sports, culture and other areas so 
long as prospective DPRK visitors 
are eligible under our visa laws." 
To help US citizens travel to North 
Korea, the US Government will be re- 
viewing financial regulations affecting 
such travel. 

While Washington's 38-year-old ban 

trade with the North remains in 
force, the US will modify its regulations 
to permit limited commercial exports of 
"humanitarian goods" — which a State 
Department official defined as goods 
meeting basic necessities — to North 
Korea on a case-by-case basis. Under 
current US law, such items as food, 
clothing and medicine can be sent as do- 
nations to the North but not sold there. 

The State Department said that US 
diplomats “тау once again hold sub- 
stantive discussions with officials of the 
DPRK in neutral settings." This means 
that while American and North Korean 
diplomats cannot issue or accept invita- 
tions to visit each other's missions, they 
may meet elsewhere for serious discus- 
sions. 

Officials say the new policy is itself 
only of symbolic importance. It is meant 
as a gesture that will gain substance only 
if Pyongyang follows up with an ini- 
tiative of its own. 

A State. Department spokesman 
pointed out that similar directives on 
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diplomatic and other 
contacts were issued 
їп September 1983 
and March 1987. The 
1983 directive was re- 
versed after the Ran- 
гооп bombing and 
the one issued in 1987 
was annulled after the 
South Korean airliner 
was bombed. 

During the past 
periods of relaxed US 
policy, Pyongyang 
made no attempt to 
draw the Americans 
into substantive dis- 
cussions. Sources said 
that if the North Ko- 
reans respond this time by reducing 
their propaganda attacks on the US and 
returning the remains of Americans 
missing in action during the Korean 
War, Washington might further 
































liberalise its policies. 

Washington's policy towards the Ko- 
rean peninsula as a whole is undergoing 
change. A joint US-South Korean 
group is discussing the transformation 
of the command structure of US forces 
in South Korea, while another group is 


MALAYSIA 


рех has set in for the families 
of the 17 remaining political de- 
tainees arrested in a police swoop in Oc- 
tober 1987. It has been a vear since 106 
people from a broad spectrum of profes- 
sions, public interest groups and politi- 
cal affiliations were hauled in under the 
detention-without-trial Internal Sec- 
urity Act (ISA). Among them was the 
parliamentary opposition chief, Demo- 
cratic Action Party (DAP) leader Lim 
Kit Siang. who is still in detention. 

With the government showing no 
signs of wanting to release them soon, 
16 of the detainees, along with two 
others who have been detained at least 
10 years. began a week’s hunger strike 
on 27 October. the anniversary of the 
police operation. On 30 October, sev- 
eral of their families and friends fasted 
for a day in solidarity. while the DAP 
organised a 5-km “Freedom Run.” 
Both groups immediately ran into trou- 
ble with the police. 

At the start of the run, three DAP 








discussing the removal of US bases from 
Seoul. The recent initiative towards 
Pyongyang is part of Washington’s 
overall change in thinking but was made 


| more to support Seoul's own moves to- 





wards the North than as a US overture 
to Pyongyang. 

Washington would like to strengthen 
the hand of South Ko- 
rean President Roh 
Tae Woo by backing 
his recent offers of re- 
conciliation with the 
North and his calls — 
in a speech to the UN 
General Assembly on 
18 October — for all 
the South’s friends to 
help draw the North 
out of its isolation and 
encourage it to aban- 
don its policies of con- 
frontation and vio- 
lence. The US also 
hopes that its gesture 
will help dispel claims 
by anti-American 

3 protesters in South 
Korea that Washington wants the pen- 
insula to remain divided. 

Since 1983, the US has sought 
China's cooperation in encouraging 
North Korea to adopt a less hostile pol- 
icy towards South Korea and the West 
in general, holding out rewards in bila- 
teral relations as inducements. This 
approach through the Chinese was also 
designed to deepen Sino-American 
strategic cooperation and boost Chinese 
standing in North Korea. 
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Fasting for freedom 


A year after the big swoop, still no sign of release 


members were arrested when they re- 
fused police orders to take off their T- 
shirts bearing the word "freedom" and 
the DAP emblem. They were later re- 
leased on bail. Meanwhile, uniformed 
and plainclothes policemen convengan 
on the fasting families nearby. A scuffle 
broke out when two of the wives tried to 
release balloons carrying slips of paper 
with their detained husbands names 
tied to them. The two lodged police re- 

rts complaining of minor bruises and 
both the fast and run resumed. 

In a joint statement issued through 
their families, the detainees said the 
government had been caught ina web of 
contradictions: It had said the political 
climate necessitated their continued 
detention but at the same time had 
told foreign investors that the situation 
had returned to normal. Several of the 
detainees have sought their release 
by applying for writs of habeas corpus 
but only one, Joshua Jamaluddin, a 
Muslim converted to Christianity, has 
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international straits. But 


— countries over the matter. 


succeeded without being re-arrested. 

To be sure, the government has re- 
leased 89 detainees over the past year. 
The 17 still inside comprise five DAP 
MPs, five opposition Parti Islam mem- 
bers, three members of the small, oppo- 
sition Partai Sosialis Rakyat Malaysia, 
two Chinese educationists, one church 
worker and another Muslim who con- 
verted to Christianity. 

"We've suffered for too long, we're 
not prepared to just sit quietly and take 
it," said Anizan Isahak, wife of detainee 
Mohamed Nasir Hashim. “All our ef- 
forts so far have failed. They [the au- 
thorities] have given us no satisfactory 
reasons and we've been humiliated at 
the way they have treated us.” Arriving 
at the detention camp for their weekly 
visit on 27 October, eight families were 
refused entry and later told that visiting 


FOREIGN RELATIONS 


Troubled waters 
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rights had been suspended for the week 
of the hunger strike. A few of them cor- 
nered Deputy Home Minister Datuk 
Megat Junid Megat Ayub for about 15 
minutes in the parliament lobby the 
next day but to no avail. 


The DAP and the detainees' families | 


have now appealed to the government 
to allow the Red Crescent to monitor 
the hunger strike in the camp. Several 
detainees have medical problems and 


Lim has reportedly lost 40 Ib since his | 


arrest. 

"The arrests are meant to be punitive 
rather than preventive," said Anne 
Kua, wife of Chinese educationist Kua 
Kia Soong, recalling the indignity of the 
detainees’ first 60 days in a police lock- 
up. Apart from the long hours of inter- 
rogation, some were deprived of under- 


wear and footwear and placed in "solit- | 


Indonesia's neighbours consider response to closure of straits 


By Nayan Chanda in Washington and Nigel Holloway in Tokyo 


рои: temporary closure in late 
September of the Sunda and Lombok 
straits for what it said were live firing 
exercises, drew diplomatic protests 
from several countries, including the 
US, West Germany and Australia. 
Tokyo is still considering how best to re- 
spond and is understood to be con- 
cerned that Jakarta may be trying to es- 
tablish a precedent. 


Washington was especially suprised, | 


since the action came shortly after the 
two countries had exchanged letters 
that ensured free passage through those 
straits.In early 1986,during a brief stop 
in Bali, President Reagan and President 
Suharto had initialled the letters, which 
accompanied a bilateral tax treaty. De- 
lay in redrafting the tax treaty had pre- 
vented formal submission of the letters. 
However, in July the US and In- 
donesia formally signed the tax treaty 
and exchanged the accom- 
anying letters. The US 
etter acknowledged for 
the first time the ar- 
chipelagic principles of 
sovereignty over the wat- 
ers claimed by Indonesia, 
while Jakarta pledged to 
uphold under the Law of 
the Sea the right of inno- 
cent passage through the 


inexplicably, in September 
Indonesia announced the 
brief closure of the straits. 
The Australians were re- 
portedly most upset by the 
move and are liaising with 
the Japanese and other 
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The US made several diplomatic | 
| under which Indonesia will supply in- 


moves in Jakarta. including a formal 
meeting with officials to express US 
concern. US officials are reluctant to 
disclose the tenor of the Indonesian re- 
sponse or say whether they are satisfied 
with Jakarta's explanation. One official 
said: "Let's put it this way: the Indone- 
sians have acknowledged their responsi- 
bility under the Law of the Sea." There 
is some embarrassment for the US in in- 
voking the Law of the Sea, which it has 
refused to ratify. 

The question remains as to why, if 
Indonesia really does want to uphold 
the free passage principle, it temporari- 
ly closed the straits. US officials are re- 
luctant to speculate, other than to state 
that there could have been a simple lack 
of coordination among different agen- 
cies, especially the navy and the Foreign 
Ministry. Analysts, however, toy with 


DIRE STRAITS 





REVIEWMAP by Ricky Hur 





ary confinement in small windowless 
cells," recounted four of the ex-de- 


tainees. “We were subjected to 
humiliating treatment and some of us 
were even beaten.” 


In the year since the mass arrests and 
the closure of three newspapers for five 
months, public interest groups have fall- 
en silent and the DAP, while still vocal, 
has become less strident. Since it re- 
sumed publication, The Star, once the 
English-language "alternative paper." 
anxiously tries to second-guess govern- 
ment reaction before publishing and its 
political coverage has become superfi- 
cial. Unrelated and more recent deve- 
lopments have seen the judiciary intimi- 
dated and laws passed to enhance the 


| powers of the executive — including 


amendments to the ISA itself. 
— Suhaini Aznam 


different theories. According to one, 
a result of its deteriorating relatic 
with Saudi Arabia, which has been in- 
strumental in driving down the price of 
oil — Indonesia's principal revenue 
source — Jakarta may be attempting to 


|! hurt Saudi Arabia whose oil tankers are 


one of the principal users of the straits. 
Recently Indonesia signed 
counter-trade agreement with 


a 
Iran 


dustrial goods in exchange for Iranian 
oil. Iranian supplies have thus come to 
supplant the Saudi “bitter crude” that 


| traditionally has been imported by In- 


| donesia 








for domestic consumption 
while its own low-sulphur "sweet crude" 
is reserved for export to Japan. Accord- 
ing to another theory, Indonesia is try- 
ing to punish the Japanese who have in 
recent months bought crude from non- 
Indonesian spot markets. A third 
theory attributes the closure to In- 
donesia's desire to impress upon the 
world. its importance as a regio ` 
power. 

The Japanese Foreign Ministry is 
still considering the issue and has been 
consulting with its Australian counter- 
parts on the wider implications. One ol 
the basic questions Japan will address, 
said diplomats, was 
whether Indonesia's ac- 
tion was an isolated in- 
cident or whether it may 
be trying to establish a pre- 
cedent. If the reaction of 
other countries is muted or 
non-existent, diplomats 
said, Indonesia might as- 
sume its Asian and Pacific 
neighbours accept it has 
the legal right to close 
the straits whenever it 
wishes. One source even 
suggested Indonesia might 
be exploring the possi- 
bility of taxing ships 
that pass through the 
two narrow stretches ol 
water. 
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“What I like about golf is the warm up." 
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A BANK THAT SPANS THE 
LENGTH AND BREADTH 
OF THE WORLD'S MOST 

DYNAMIC REGION. 


The Pacific basin 

A shoreline over 50,000 miles in length. 

Encompassing both the massive economic strength 
of Japan and the USA, and many of the world’s fastest- 
developing markets. 

Today it’s the arena for over half the world’s trade. 


And today as for many years, it’s home ground for 
Standard Chartered Bank. 

Standard Chartered opened for business in Hong 
Kong as long ago as 1859 - so that now, Standard 
Chartered's reputation for experience throughout the 
Far East is matched only by a reputation for dynamism 
and innovation. 

Union Bank, one of the leading business banks in 
California and part of the Standard Chartered Group, 
offers the services of a long-established network in 
North America. 

And after many years of involvement in Australia, 
Standard Chartered introduced a full banking service 
on receiving government approval in 1986. 

The result is a geographical spread, of some 250 
branches in 13 countries around the Pacific basin, 
which is the envy of many banks now scrambling for 
footholds in the region. 

From acceptance credits to zero-cost options, 
Standard Chartered has the services, the people and 
the information technology to help you do better busi- 
ness throughout the Pacific region. 

To find out more about a bank which is single- 
mindedly committed to the use ofits massive resources 
to meet its customers' needs better, contact your nearest 
branch. 


Standard 2 Chartered 


STRENGTH IN DEPTH ACROSS THE WORLD. 
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Ten year itch 





Soviets admit much of economic aid to Hanoi was wasted 


By Sophie Quinn-Judge in Moscow and Murray Hiebert in Bangkok 


he 10th anniversary of the Soviet- 

Vietnamese treaty of friendship and 
cooperation this month finds the two al- 
lies increasingly critical of their eco- 
nomic cooperation programme. As the 
Soviets woo investment and credits 
from non-socialist countries, they are 
also re-evaluating economic relation- 
ships with their socialist brethren in the 
developing world. 

Soviet economists are now openly 
admitting the failures of their long-term 


aid schemes and accepting a large share | 


of the blame themselves. Some Soviet 

*cialists now admit it was a mistake to 

to pull Vietnam and the rest of In- 
dochina too closely into Moscow's own 
economic orbit. 

"We've always pulled these coun- 
tries towards the [Soviet Union]." an 
economist told the REVIEW. (A special- 
ist on Soviet aid to socialist countries, 
she declined to be quoted by name.) 
"But they're in Southeast Asia — they 
have to develop in that context, by trad- 
ing and cooperating with other South- 
east Asian countries, with Japan and 
eventually with China," she said. 

Since the friendship treaty was 
signed in 1978 and the Soviets moved to 
take up the slack left by China's cut-off 
of aid, they have been involved in 250 
projects, according to Voice of Vietnam 
radio, and today the Soviet Union ac- 
counts for 64% of Vietnam's trade. But 
there would appear to be few illusions 
about the effectiveness of past aid. "Be- 
fore we didn't have cooperation — we 
` advanced money,” the economist 

1, adding: "No one on either side 
answered for this money, billions of 
roubles. Now many of our long-term 
construction projects are just standing 
there. Some work at 50% capacity." 

In 1978 what Vietnam needed was a 
NEP (a reference to Lenin's New Eco- 
nomic Policy in the 1920s), she said. 
"But instead we gave them chemical 
plants, large hydroelectric plants. They 
were attracted by the Chinese Great 
Leap Forward and had studied our 
Stalinist model of industrialisation." At 
the time, she added, people were not 
talking about the problems of Stalinist 
economics. "We've put in billions of 
roubles, and we've got back around 
10% of that," she said. 

"In Vietnam there is still not one 
conception of development — some 
comrades still want a state monopoly of 
production and to develop through 
rapid industrialisation," she explained. 
"But we were mistaken in the past to be- 
lieve that they were ready for this. We 
will continue to give aid . . . to develop 
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their infrastructure. Japanese and 
American firms will never get involved 
in this work — it's not profitable. These 
credits never get returned." Official 
Soviet and Vietnamese sources have 
said that overall aid under the 1986-90 
Soviet five-year plan is set at Rbl 8-9 bil- 
lion (US$12.8-14.4 billion), double that 
of the previous plan. 

Soviet specialists are also critical of 
aid provided to Vietnam by Comecon. 
| Donor countries are accused of thinking 
in terms of total numbers of aid pro- 
jects, while forgetting that Vietnam 
could not supply matching funds, or 
guarantee supplies of fuel, raw mate- 
rials or electricity. At the same time the 
potential of  export- 


magazine reported that a common 
problem in many Soviet factories is that 
"their production tools are obsolete and 
they break down frequently." One shoe 
factory, the article said, has been using 
"the same old production line since 
Lenin's time." 

There is still hope in Hanoi that the 
potential of direct economic links will 
| Бе realised. especially as Soviet 
cooperatives and the country’s fledgl- 
ing private. sector begin to exercise 
their right to direct contacts with foreign 
partners. For most Soviet public-sector 
enterprises, though. cooperation with 
Vietnam is less attractive than with 
West European firms, which have capi- 
tal to invest 

But cooperatives, many of which 
specialise їп production of consumer 
goods, generally have their own capital 
to invest and could find a ready market 
in the Soviet Union for Vietnamese pro- 
ducts, specialists believe. "We could 


buy almost everything Vietnam could 
| offer us," said the Soviet economist 





oriented industries was 
in the past largely ig- 
nored. 


When Vietnam 
Communist Party 
leader Nguyen Van 


Linh came to Moscow in 
May 1987, there was 
much talk from the 
Soviets of making use of 
new forms of coopera- 
tion, including joint en- 
terprises and direct links 
between enterprises. It 
is not clear what the 
ratio of grant aid to 
reimbursable credits has 
been in the past, but the 
trend now is towards 
greater cost-accounting 
in economic relations. 
Vietnamese factories are now produc- 
ing clothing and shoes for the Soviet 
market from Soviet-supplied raw mate- 
rials. But these arrangements have so 
far showed disappointingly low produc- 
tion figures, according to an article pub- 
lished in the government newspaper /z- 
vestia in April, which largely blamed the 
Soviet partners, who it said were sup- 
plying materials late or on erratic time- 
tables. Much of the cloth or leather 
supplied was sub-standard or did not 
match up to agreed specifications. 





he Vietnamese — who in the past 

depicted the Soviet Union as the 
model of an advanced communist econ- 
omy — now echo such ms созу 
Hanoi officials have begun grumbling to 
foreign visitors in recent months that 
they are frequently overcharged for 
| often outmoded Soviet technology. 
while receiving below-market prices for 
their exports of fruit and vegetables, 
seafood and industrial crops. 

A recent article in Tien 





Phong 


Loading soyabeans on toan East German ship. 


NAYAN CHANDA 


quoted above, referring to agricultural 
| products and consumer goods. 
As to charges that the Soviets pay 
less than the world price for agricultural 
| products, she said Comecon was trying 
to establish uniform prices for these 
products, at or above the world price. 
But the Vietnamese usually came out 
the winners, “We buy products that the 
West wouldn't buy unfinished rub- 
ber, low-quality coffee. We give a lot of 
credits with no interest or only a low 
percentage. The education and training 
we give is completely free. And all Viet- 
nam's oil is going to Western countries 
for hard currency — we have an agree- 
ment on this." 

For better or worse, the two coun- 
tries find themselves in a long-term mar- 
riage. Their friendship treaty runs for 15 
years. But Soviet public opinion is likely 
in future to play a larger role in 


policymaking, and economic largesse 
towards developing countries at a time 
of austerity at home is, not surprisingly, 


| unpopular 




















Golkar's military founders reluctant to cut it free 


INDONESIA 





Debate and deference 


By Michael Vatikiotis in Jakarta 
In character with 
| most political events 
in Indonesia, the 4th 
| congress of the coun- 
try's largest political 
group, Golkar, ended 
with a compromise 
that satisfied every- 
one but vindicated nobody's point 
of view. Delegates were left with the im- 
ression they had made their views 
nown, but no one was in any doubt that 
the most important decisions had only 
been taken with approval from the 
top. 

The 20-25 October national congress 
was the culmination of the fifth political 
cycle under the New Order government 
of President Suharto. Beginning with 

arliamentary elections in April 1987, 

ndonesians awakened from their en- 
couraged political dormancy to find that 
while the political status quo was hardly 
in question, there was a real desire on 
the part of some to introduce more par- 
ticipation from below. 

These feelings were lent weight by 
events around the region: the after- 
math of the fall of Ferdinand Marcos 
in the Philippines, the student-led calls 
for political change in South Korea 
and, more recently, events in Burma. 
Few wanted to see these upheavals 
repeated in Indonesia, but many saw 
the need to adjust in time to avoid 
them. 
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Sudharmono: stepping back. 
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In one sense, the Golkar congress 
represented another stage in the slow 
but perceptible growth of a more open 
political system in Indonesia. Attention 
focused on Golkar because it is the 
largest sanctioned political group in the 
country, yet it remains ill-defined; fre- 
quently referred to as a “ruling party,” 
but not officially designated as such. It 
campaigns on behalf of the government 
during elections and includes as mem- 
bers the two main components of the 
state; the armed forces and the bureau- 
cracy. “Golkar is not a ruling party,” de- 
clared one former member, “perhaps it 
would be more appropriate to call it a 
ruler's party." 

Building on what was achieved at the 
session of Indonesia's 1,000-member 
People's Representative Council 
(MPR) in March, delegates strove hard 
to transcend the traditional turgidity of 
political discussion, constrained by a 
strong cultural emphasis on form and 
consensus. 

At the MPR in March, the unpre- 
cedented nomination of two candidates 
for the vice-presidency and a deadlock 
over certain aspects of proposed gov- 





A closer eye on 
civilian leaders 


G olkar is searching for a role. The in- 
tense politicking and jostling for the 
chairmanship in the run-up to this year's 
national congress tended to obscure the 
fundamental issue facing Golkar. What 
role is it being asked to play in the state? 

“Golkar is an institution in search of 
a patron," said lawyer Albert Hasibuan, 
a leading Golkar intellectual light. 
More explicitly, Golkar once again 
finds itself caught between the interests 
of its two main backers, the armed 
forces (Abri) and the bureaucracy. As a 
result, after winning a string of elections 
with an ever-increasing majority in the 
past 20 years, Golkar officials remain 
uncertain what they are expected to do 
with what has developed in the 1980s 
into a powerful party machine. 


BEE OU aa 








ernment policy led analysts to conclude 
that a distinct liberalisation of the politi- 
cal process was in the air. A feeling of 
momentum was provided in the interim 
by a series of articles, seminars and 
statements focusing on the need for 
openness and the independence of poli- 
tical institutions. 

While many expected the congress to 
make little headway on points of sub- 
stance concerning the development of 
Golkar as a political institution, by the 
end of the six-day congress even cyn 
had to admit that many of the mc 
burning issues had been openly dis- 


cussed. 
pi б ере was more lively and 
less constrained," said Aulia 
Rachman, а new member of the Gol- 
kar. "There was more free-wheeling, 
people spoke ары gave their орїп- 
ion," said Jusuf Wanandi, a Golkar offi- 
cial and director of the Centre for 
Strategic and International Studies in 
Jakarta. Wanandi and others noted that 
during the 1983 congress, most commit- 
tee meetings and parts of the plenary 
session were closed to the press. This 
year everything was open. 

Yet in the final analysis, little 
changed. Despite the lip service paid by 
almost everybody to representing popu- 
lar aspirations, the proceedings stuck 
closely to the script. Golkar remained a 
loosely defined corporatist group it was 


young 


First set up in the mid-1960s by the 
military, Golkar was designed as an 
arena for linking Abri with a number of 
civilian groups — the Golongan Karya 
(Functional Groups). from which it 
takes its full name — to combat the in- 
fluence of communists. Under the 
loosely defined ideology of Suharto's 
New Order, Golkar became one of the 
legally sanctioned political organisa- 
tions designed to channel the limited de- 
gree of political activity. 

Although it competes in elections 
with two other groups, the Muslim- 
oriented Development Unity Party and 
the Indonesian Democratic Party amal- 
gam of former nationalist and Christian 
parties, Golkar was not set up as a poli- 
tical party in the strict sense, but as a 
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set up as and moved no 
closer to declaring itself a 
political party, às some 
were hoping. 

For the first three days 
of the congress, delegates 
were puzzled, even wor- 
пей, that no one had 
briefed the regional repre- 
sentatives on the choice for 
chairman, which every- 
body knew had already 
been decided. It was left to 
a military man, Lieut-Gen. 
Harsudiono Hartas, to re- 
mark that the congress 
needed to be more demo- 
cratic. 

Observing the proceed- 
ings, Coordinating Minis- 
ter for Political and Sec- 
urity Affairs Sudomo 
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|Wahono and deputy chairman Manihuruk: overshadowed. 





noted that the develop- 
nt of a Western-style political debate 

s still a long way off. "It is con- 
strained by culture," he told the 
REVIEW. "We Indonesians are still sub- 
ject to the feeling of panutan [fear of au- 
thority] and Sapto Pandito Ratu [respect 
for the king]." 

On the other hand, the intense 
politicking that preceded the congress 
took many observers by surprise. 
Moves by the armed forces (Abri) to 
block Vice-President Sudharmono's bid 
to retain chairmanship of Golkar un- 
leashed a host of divisive elements from 
Indonesia's political past. The military 
was anxious to ensure that Sudharmono 
would not hold both the vice-presidency 
and the chairmanship as this would put 
him in a powerful position in the event 
of Suharto's sudden departure. 

To spoil his chances, Abri staged a 
well-managed campaign focused on the 
alleged revival of the communist threat 
to internal security. Although few 





vehicle for 
policies. 


promoting government 


ut with each successive election, 

Golkar has adopted more and more 
characteristics of а political party. 
Today, Golkar boasts a membership of 
25 million. Originally it was a basket of 
around 200 social or loosely political or- 
ganisations with roots in the bureau- 
cracy and Abri. In 1982, it was felt that 
Golkar needed to register individual 





members and launched a caderisation 
drive. This has not meant, though, that 
government officials can choose their 
political affiliation. All are members of 
Golkar, retaining the bureaucracy as a 
core group within the party. 

Indeed, the aim of individual mem- 
bership was to lend the institution an air 
of independence from the government 
— and more particularly from Abri. In 
reality, this meant that various compo- 
nent bodies which had close links with 
Abri were made to feel redundant, 
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thought it credible that 23 years after 
the abortive communist-backed 1965 
coup the banned Indonesian Com- 
munist Party could be planning a come- 
back, the campaign gained momentum 
and resulted in several senior officials 


| losing their jobs on suspicion of having 


communist links. 


hrough all this, Sudharmono ap- 

peared aloof and unaffected by ac- 
cusations that were mostly directed at 
him, or his supporters. But a week be- 
fore the congress, the vice-president 
took the extraordinary measure of call- 
ing a press conference at which 
he denied апу involvement with 
communism. Не also announced 
for the first time that he would 
not be seeking another term as 
Golkar chairman. This public de- 
nial was interpreted in some quar- 
ters as a sign of weakness, but in 
another sense the vice-president 


while Korpri maintained its hold. 
Civilianisation of Golkar first emerged 
as an issue in the early 1970s, when the 
government ruled that active military 
officers could not serve concurrently in 
Golkar positions. 

Neither attempts to civilianise Gol- 
kar, nor the drive for individual mem- 
bership have resulted in the organisa- 


| tion achieving more independence from 


the government. If anything, it has en- 
hanced executive control over the group 
by weakening the influence of Abri and 
other formerly influential component 
organisations with Abri roots. 
Following the 1987 elections, the po- 


| tential role of Golkar as a ruling party 


sharpened considerably. Buoyed by the 
74% sweep at the polls in the April 1987 
election, senior Golkar officials began 
talking about "democratising" the in- 
stitution. One manifestation of this has 
been this year's election of regional 
party officials prior to the national con- 
gress instead of afterwards, as before. 





| 
| 
| 
| 





humanit 


displayed а 


and openness that is 
| bound to improve his 
| image. 
E! Certain key strands 
have yet to be tied up. Ap- 
pointments to the Golkar 





supervisory board (Dewan 
Pembina), which is empo- 
wered with a veto over 
Golkar's central leader- 
ship board, or DPP, have 
yet to be decided. More 
crucially, the management 





of the daily presidium 
| of the Dewan Pembina, 
which actually manages the 
veto, could well be en- 
| trusted to Sudharmono 
Sources in Golkar fear that 
should this be the cas 
Sudharmono's presence 
could overshadow Waho- 


no, the new chairman. The decision will 
be made by the president. 

It is too early to predict accurately 
the political fallout from the congress, 
but it seems clear that in crude terms 
Abri secured control of Golkar and un- 
dermined Sudharmono’s power base 


| The downward trend of military influ- 





ence that began with the defeat of the 
late intelligence general Ali Murtopo's 
clique at the 1983 Golkar congress was 
checked. 

But equally, the events of the past 
few months have served to divide and 
weaken alternative focuses of power in 
Indonesia. This state of affairs, some 
say, has ultimately worked to Suharto's 
advantage. "He has the luxury of a core 
group that is divided among them- 
selves," said a retired senior military 
officer. By ensuring that none of the 


| competitors comes out on top, Suharto 


has also ensured his security beyond the 
next five years. п 


Then, in what many see as a radi- 


| cally new approach, Suharto hinted 


that Golkar should be the source of 
the future national leadership. Asked 
what criteria should be employed in 
selecting the country’s vice-president 
in March, Suharto made it known that 
the candidate should, among other 


| things, come from the largest political 





group. 
The subsequent election of Sudhar- 
mono — then Golkar chairman — as 
vice-president and the appointment of 
half a dozen new ministers from among 
the ranks of Golkar left observers with 
the impression that the president saw 
Golkar as a source of potential lead- 
ers 
From is known of 


what little 


| Suharto's own views on this, it is highly 


doubtful that he would create any obvi- 
ous avenue for the promotion of a likely 
successor. There is no doubt, however, 
that Golkar has served as a vehicle for 
the aspirations of several of the genera- 

















dent leaders who helped give 

the New Order in 1966, such as 

no Kusumaatmadja, Rachmat 
eler and Akbar Tanjung, who have 

n the Golkar secretariat for the past 

ive years. 

Over the years, these civilian politi- 
cians began to carve out a role in the po- 
litical system focused on the House of 
Representatives (DPR), where Golkar 
holds over half of the 500 seats. This 
also involved some development of 
grass-roots level contact, previously re- 
stricted to the bureaucracy and the 
armed forces. Golkar MPs have in re- 
cent months attacked the government- 
sponsored lottery which they claim is a 

rain on village-level resources and 
harmful to society. 

Now that a few of them have been 
elevated to the cabinet, it is hardly sur- 
prising that political expectations in the 
ranks of Golkar have grown. 

The channelling of these expecta- 
tions will now depend on what the 
leadership changes in Golkar mean. 
Under Sudharmono, Gol- 





The major conceptual 
[| question raised at the 


| Golkar will be al- 
lowed to develop as a 
vehicle for main- 
stream political activi- 
ty without depending 
on key personalities in the power struc- 
ture. The issue is part of a wider debate 
on the development of a more pluralis- 
tic poltical system. 

A frequent criticism of the New 
Order is its neglect of political institu- 
tions. By pursuing a policy of economic 
development first, the critics argue, the 
government has not taken into account 
the social and political consequences о! 
growth. In other words, while President 
Suharto talks about achieving economic 








kar drifted away from re- 


liance оп Abri, а trend 
that entrenched bureaucra- 
tic influence in the par- 


ty. 

The composition of Gol- 
kars new executive board 
(DPP) would at first sight 
suggest that the progressive 
civilians have been reined in. 
Key activists in the DPR, 
such as MP Marzuki Darus- 
man and Theo Sambuaga, 
were not elevated to the 
DPP, as expected. In their 
place younger, less experi- 
enced people from Golkar- 
affiliated organisations (and 
Abri) were promoted, thus 
projecting an impression of 
regeneration, but at the 
same time ensuring a great- 
er element of control. Ac- 


TS 
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cording to ап outgoing 
senior Golkar official, certain mem- 
bers of the so-called “jalur G,” or 
civilian stream, had been "too out- 
spoken." 

But in what looks like a delicate 
balancing act, the elevation of Witoelar 
to the key position of secretary-general, 
replacing Sarwono Kusumaatmadja, 
would suggest that all is not lost for the 
Golkar civilian stream. 

Witoelar, as a former Generation of 
66 student leader and a member of Sar- 
wono's Bandung Group, has always es- 
poused less dependence on the bureau- 
cracy and a steady but cautious develop- 
ment of an independent role for Golkar. 
He envisages more of a collective 
leadership under Golkar's new chair- 
man, Wahono. But given Wahono's re- 
lative inexperience and military origins, 
observers are also expecting Golkar to 
revert back to its pre- 1983 close partner- 
ship with Abri. — Michael Vatikiotis 


| take-off by the mid-1990s, what calcula- 
tions has he made for accompanying po- 
litical developments? 

Gone are the protests and violence 
of the late 1970s and early 1980s. Out- 
wardly, at least, there are few signs of 
widespread popular dissent. There is, 
however, a great deal of impatience, 
particularly among the young, educated 
urban middle class, with the older gen- 
eration's monopoly of power. This is re- 
flected in the persistent intellectual de- 
bate on the underdevelopment of politi- 
cal culture in Indonesia. 

Prominent sociologist Taufik Ab- 
dullah wrote recently of the govern- 
ment’s “exaggerated emphasis on a har- 
monious and balanced approach” in 
which “conflict is something con- 
demned." Respected political analysts 
argue that while powerful personalities 
compete freely in the political arena, of- 
ficial tolerance of debate over impor- 





congress was whether | 











Slowly but surely is 
still Suharto’s style 


tant social and economic issues is mini- 
mal. Many of those who ushered in the 
New Order would now like to see it be- 
come more tolerant of criticism — not 
just for the sake of principle or appear- 
ances, but as a matter of survival. 

The issue of Golkar's independence 
from the government was à persistent 
theme in the run-up to the congress. In- 
dependence, or kemandirian, became 
something of a slogan for those within 
the party who want to see Golkar ex- 
pand its role in participatory politics as a 
"channel for the aspirations of the 
people." Although the theme was indi- 
rectly touched on in many of the 
speeches delivered at the congress, it 
was most effectively explored in t 
press. 

"Has Golkar become a truly au- 
tonomous and independent political or- 
ganisation? Or is it still a political 
machine or an instrument for collecting 
votes in a general election as an ‘exten- 
sion of the hands' of forces outside it," 
asked the country's leading daily, Кот- 
pas, in its 16 October editorial. 

Former army chief of staff (1977-80), 
Gen. Widodo argued in the afternoon 
daily Suara Pembaruan that the inde- 

endence of any political institution in 
ndonesia was hamstrung by a depen- 
dence on "key personalities in the 
executive." A. Rachman Tolleng, a 
1965-66 student leader who served as a 
Golkar Central Board (DPP) member 
in the 1970s, continued this theme of de- 
pendence, arguing in a newspaper arti- 
cle that Golkar as a political organisa- 
tion was "dependent on the bureau- 
cracy and, in а wider sense, the armed 
forces." 

Both Widodo and Tolleng, who n 
sit on the fringes of the political spec- 
trum, argue strongly that the current 
system places considerable constraints 
on the potential of Golkar as an inde- 
pendent political institution. Marzuki 
Darusman, a Golkar MP, concurs: 
"Golkar is an expression of the political 
system at this point." 

Whether or not the government ac- 
cepts the need for progressive "demo- 
cratisation" is open to question. 
Suharto, in his address to the congress, 
called for the development of political 
culture, but launched a strong attack on 
communism and, more surprisingly, on 
“liberalism.” Suharto explained that 
under the current system "there is no 
dictatorship of the majority or tyranny 
by the minority . . . not many voices, but 
one big strong one." 

Once again, Suharto seemed to be 
saying that the system in place right now 
is adequate; any change will take place 
in this framework, and — with the at- 
tack on liberalism — that Western-style 
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democracy is not yet suitable for In- 
donesia. 

Discussion of the need for more 
openness rolled on throughout the con- 
gress and will continue in the months to 
come. Some see little new in this. "It is 
an Indonesian political ritual," said 
Taufik Abdullah. "It doesn't offend 
anyone and serves to remind people 
that politicians still care for the people." 

Another leading political analyst 
who was elected to the DPP, Alfian, 
agrees that too often the debate over 
what kind of political direction In- 
donesia should take becomes bound up 
with power politics. "Can we have a 
constructive dialogue without always 
connecting it with power?" he asked. 

Certainly there was a minimal 
populist element in Golkar's 1987 elec- 
tion platform. The main thrust was the 
need for cohesion and support for the 
government's policies. "The tendency 
has been for Golkar to become more 
conservative," said an observer, point- 
ing out that compared with the other 
two legal political parties, a far greater 
number of senior Golkar positions go to 
officials appointed from Jakarta. 

There are many who feel that as long 
as Golkar remains tied to the bureau- 
cracy and political activity at the mass 
level remains restricted in the interests 
of security, there is little that a more 
open approach to politics can achieve. 
Within certain key quarters in Golkar, 
there is a firm reluctance to change. 


Aq this, there were attempts to 
broaden the party's appeal at the 
congress. The political programme agreed 
on for the next five years includes, 
among other things, a paragraph calling 
for control of monopolies in the busi- 
ness sector, an issue described as 
"harmful to society." Wanandi said the 
political programme is "less rhetorical 
and more relevant." 

This reflects, perhaps the growing 
awareness in official circles of the need to 
inject more recognition of socio-eco- 
nomic problems facing the country as it 


heads into the fifth five-year plan. Dele- | 
gates expressed shock over the death as | 


the congress began of seven job seekers 
in a stampede to apply for civil service 
positions in Surabaya. This and several 
unreported incidents of industrial unrest 
in the regions may have persuaded party 
officials to adopt a more realistic ap- 
proach to Golkar's political programme. 

A major difficulty for Golkar is that 
the party cannot operate effectively as 
an oe body in its present 
form, “You have to look at Golkar not 
as a watertight institution, but as an 
open arena in which competing forces 
are operating,” Marzuki said. He likes 
to compare Golkar with the Japanese 
majority party, the Liberal Democratic 


Party, which is composed of a series of | 


well-defined factions. “The difference 
is,” he said, “in Golkar, the factions are 
less well-defined.” — Michael Vatikiotis 





Jungle-greening of Golkar 
shows military’s concern 







In the run-up to the 
f| Golkar congress, at- 

tention focused on the 
| drive by the armed 
forces (Abri) to se- 
cure as many region- 
al Golkar chairman- 
ships as thev could 
muster. Soon after regional congresses 
kicked off in early August, it became 
apparent that the Abri leadership had 
instructed its socio-political secretariat, 
Sospol, to mobilise support for military 
candidates at the regional level. The 
campaign paid off, and Golkar officials 
estimated that Abri had secured 67- 
70% of all regional seats by the end of 
September. 

As to what lay behind Abri'sstrategy, 
opinion is divided. Speculation focused 
initially on the Abri leadership's deter- 
mination not to allow the 
newly elected vice-presi- 
dent. Sudharmono, to hold 
on to the chairmanship of 
Golkar for another five- 
year term. This, it was ar- 
gued, would make him too 
powerful. 

Inthe event, I20 military 
officers were elected to re- 
gional Golkar chairman- 
ships. Most retired from 
the services soon after their 
election and are said to 
have been promised a re- 
turn to active duty after 
five years. 

The new Sospol chief, 
Lieut-Gen. Harsudiono 
Hartas, put in a deft per- 








| 





Armed forces chief Sutrisno: 
regional push. 


tion of its political role and its ability to 
implement that role. Several events in 
the course of 1988 make this clear. 

The rough passage of a law on Abri's 
role in February, the timing of Gen. 
Benny Murdani's resignation as armed 
forces chief the same month, and the 
subsequent ease with which military ob- 
jections to the choice of vice-president 
were overruled in March, all pointed to 
a decline in Abri influence over the 
executive office. The point was driven 
home in September with the dismantl- 
ing of Kopkamtib, Abri's internal sec- 
urity organisation. 

Galvanised by this series of shocks, 
Abri is clearly trying to reassert its poli- 
tical muscle. "They now need to fin: 
way to project their future role." s. 
former armed forces chief Gen. T. B. 
Simatupang. That role is generally 
thought to be crystallising 
around the management 
of a smooth transfer of 
power when President 
Suharto steps down. As to 
when, attention is now 
focusing on 1993, the year 
the president's current 
five-year term is up. 

Abri's renewed active 
interest in Golkar inevita- 
bly raises the question of 
whether it will use the 
party to put pressure on 
the bureaucracy and the 
executive. This is a realis- 
tic scenario, but analysts 
maintain this will depend 
on the quality and political 
| experience of the Abri 
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formance, flying around the 
country to drum up support during the re- 
gional congresses. The campaign also 
served to prove that the territorial chain 
of command — the military presence that 
parallels the civilian administration down 
to village level — remains strong, even if 
Jakarta-based observers had the feeling 
that Abri was losing power atthe centre. 

But there now seems little doubt that 
Abri has a longer-term strategy in mind, 
Ever since former internal security com- 
mander Adm. Sudomo reaffirmed in 
1979 that Golkar and Abri were one, 
few have had any doubt about the mili- 
tary's role in Golkar. “To interpret Gol- 
kar's independence as separation from 
the armed forces, this is nonsense," à 
senior military strategist told the 
REVIEW recently. “Golkar was set up to 
look after the political interests of 
Abri." 

Just what these political interests 
are, is a matter for debate. Abri's new- 
found interest in Golkar coincides, 
though, with the emergence of a credi- 
bility gap between Abri's own percep- 








personnel involved. 
Current political changes in 

donesia are also occurring against the 
backdrop of regenerasi — the replace- 
ment of the older generation of leaders. 
who guided the country through inde- 
pendence. The older generation, a great 
many of whom remain active behind the 
scenes, fear that the new generation do 
not share the same depth of political ex- 
perience as their elders. 


n civilian circles, this has also raised 

fears about the future. Looking ahead 
to 1993 and beyond, Jusuf Wanandi be- 
lieves the relationship between younger 
officers now assuming commands and 
the younger civilian politicians clamour- 
ing for a say will be a crucial factor in the 
political equation. This problem has al- 
ready surfaced in Golkar. 

For the civilian stream in Golkar, 
though clearly weakened by their lack 
of numbers in the executive board, the 
prospect of working closely with Abri is 
still one to which they look forward. 
Judging from the way the separate ap- 
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"pointed. Abri faction and Golkar have 

; worked together in the parliament, 

: there does seem to be a common desire 
between them for greater participation 
from below and more checks on the 
limits of power above. 

„7 ‘The bad news for the progressive 


- civilian stream in Golkar who want to | 


. See the party achieve more indepen- 
-. dence and become a political force in its 
"s Own right is that Abri is likely to be the 
.. dominant partner. The roots of military 
| doctrine still run deep in Abri circles — 
specifically the perception of a close link 
. between the army and the people. 
> Countering suggestions that, 40 years 
гоп, Abri has become the army of the 
(government, rather than of the people, 
aj-Gen. Soebijakto, governor of 
the National Defence Institute 
(Lemhanas), insists that “Abri has more 
understanding of the people, and we 

_ have to channel their aspirations.” 
Abri political thinking, focusing as it 
onthe succession, is that Golkar 
* should be prevented from becoming a 
ш monolithic ruling party. "We must learn 
¿the lessons of Burma,” warned 
Soebijakto, "a one-party state will be no 
good for Indonesia." Soebijakto's cryp- 
tic remark leaves it unclear whether 
Abri intends to moderate the growth of 
Golkar as a party by encouraging the 
development of the two smaller political 
parties. — Michael Vatikiotis 












President's grey eminence 
takes a step back 





t was after months of speculation that 
Vice-President Sudharmono announc- 
ed he would not be standing for another 
term as Golkar chairman at the opening 


of the party's congress. In doing so, he | 


made the. best political speech of his 


career. Listening to the 61-year-old vice- | 


president declare himself heart and soul 
for Golkar in a voice trembling with emo- 
tion, it was hard not to detect a transfor- 
mation in. his political style that could 
bring dividends in the future. 


While observers have generally in- | 
terpreted Sudharmono's decision not to | 


seek the chairmanship as a political de- 
feat, it may be too early to write off his 
chances as a presidential candidate. As 
vice-president, he has proved more than 
capable of retaining influence and pro- 
jecting a sense of power, despite the 
largely ceremonial value of the job. If he 
heads the daily presidium of the Dewan 
Pembina (supervisory board), as some 
expect, many see Sudharmono parlay- 
ing this into a continuing powertul role 
in the party. 

As a political figure wielding consi- 
derable power, Sudharmono is a rare 
phenomenon in Indonesia: he has sur- 


—— —— هجلم يمومو 
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| vived. He has served President Subarto 
| tirelessly since the beginning of the New 
| Order. In his effective capacity as politi- 
| cal secretary to Suharto, he has been re- 
| sponsible for erecting much of the legal 
| framework on which the New Order 
| 
| 
| 
i 
i 
| 


rests. Yet with his powerful position at 

| the head of the bureaucracy and obvi 
ous organising and management skills; 
it is surprising to many that he survived © 

| so long. Suharto is not known for his tol- 

| erance of those around hun who be: 





come too powerful. 
| His appointment as vice-presidentin d. 
| March, however, confirmed Suharto’ 
| confidence in him; Where Sudharmono | 
| lacks support is in the ranks c e 
| armed forces (Ари): D ; 
| ground as a mili 
| mono has never b 
Abri leadership. 
are complex, 7. 
Within his “1945 ре 
| cal alignments: have dec 
| turbulent years of antl 
| gle. Conflicts betwe 
| tionary youth gro 
army during’ the 
Dutch sowed. di 
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who subsets governed the country. 
| Sudharmono's initial military: service 
was with an irregular unit, known as 
Laskars — a fact that has never en- 
deared him to the military elite. 

The military р rift with 
Sudharmono developed principally dur- 
ing his tenure as state secretary from 
1973. The job gave him enormous 
power over patronage through control 
of non-departmental and non-agency 
funds. What angered the military was 
the way in which his influence over the 
bureaucracy rivalled their own through 
"the karyawan structure — the second- 
ment of officers to the civil service. 

Matters grew worse following the in- 
troduction of Presidential Decision No. 
10 in 1980, under which all government 
contracts over Rps 500 million (then 
US$797,000) passed through Sudhar- 
mono's office for approval. This hurt 
military business interests. 

Add to this the fact that under 
Sudharmono's leadership, Abri's influ- 
ence within Golkar diminished, it is 


hardly surprising that the prospect of 


TAIWAN 


А naval war of Words 


Plans to buy South Korean frigates trigger protests 


By Shim Jae Hoon in Taipei 


F2 years ago, Taiwan’ s navy quietly 
To South Korea's Hyundai 
Shipbuilding Corp. for a fleet of 16 FFG 
Perry-class frigates as part of its moder- 
nisation programme. The main attrac- 
"tions were eek $ O ub price 
;. = US$3.4 billion for the first six plus the 
design and building technology. 

But in the past five months, ac- 
rimonious debate over the deal in the 
national press and parliament and a bar- 
rage of criticism of both Hyundai and 
the ruling Kuomintang (KMT) govern- 
ment, threatens not only to kill the deal 
5j but could worsen the two countries 

© frayed diplomatic relations. 

Opposition to the deal — linked to 
“what some analysts see as Taiwan's 
“weakness in technology promotion and 
development of heavy industry — has 
р triggered nationalistic sentiments 
among politicians and the press, and a 
threatened protest march by university 
professors. 

Officials in Seoul are concerned 
.especially that the uproar over the 
Hyundai deal could upset the current 
thaw in relations with Peking, though 
the Chinese so far have said nothing 


by some Taiwan officials to link the deal 
to Seoul delaying diplomatic initiatives 
with Peking has left South Korean Gov- 
ernment and business circles unmoved. 


- publicly about the issue. The ирон | 


Hyundai has designed and built a | 
fleet of the 3,000-tonne frigates — chris- | 


J 
| 
| 











another five years at his tenure. was a 
cause for concern in military circles. 
For all his achievements in Golkar, 
Sudharmono was not easy to work with. 
"Sudharmono hampered everything be- 
cause he imposed the bureaucracy on 
Golkar," said a senior Golkar official. 
MPs felt that their chairman was unwill- 
| ing to back their attempts to ee as 
an independent faction in parliament. 
“Sudharmono prevented Golkar from 
doing things he thought would anger 
Suharto.” 


he general consensus is that Sud- 

harmono's interests were not served 
by the outcome of the congress. Al- 
though at the last moment he was able 
to place three of his supporters in the 
executive board (DPP), the general | 
feeling among new DPP members is 
that they can work better with their new 
chairman, Wahono. 

A retired army lieutenant-general 
from East Java, 63-year-old Wahono, is 
considered very close to the president. 
During the October 1965 coup attempt, 


tened Ulsan-class — for the South Ko- 
rean navy, making quick delivery of ves- 
sels and parts to Taiwan possible, ac- 
cording to the deal' promoters in 
Taiwan. 

Apart from the issue of national 
pride, critics of the deal have asserted 
that the Hyundai design is "too out- 
moded" and "unsuitable" as a new gen- 
eration of warships to repel an attack 
from the Chinese mainland. According 
to its critics, the vessel's platform gives 
little space for helicopters to land, while 
its firepower is seen as inadequate. 

Some local arms dealers suggest the 


government should purchase more ad- | 


vanced versions from Israel or West 
Germany. They argue that restrictions 
by China against its diplomatic partners 
selling arms to Taiwan can be circum- 
vented by buying designs and building 
technology, rather than finished war- 


ships. The Bath Iron Works of the US is | 


reportedly ready to sell Taiwan its own 
frigate designs, which then would enable 
the China Shipbuilding Corp. (CSC) to 
construct the vessels in Taiwan. 


A faction within the Taiwan navy | 


supporting the Hyundai deal dismisses 
such arguments, saying they are satis- 
fied with the performance of the Ulsan- 
class frigates they have seen. Hyundai 


will outfit the hulls and provide machine- | 


ry, while its engine will come from a 
US supplier. The Taiwan navy plans to 
arm the vessel with locally made mis- 
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| ideas," 


| heavy industries such as steel, 






| ће was Suharto's assistant of operations 
in the Kostrad (Strategic Reserve) ^ 
headquarters. Subsequently, he be- 


| came Kostrad commander and later re- 


gional commander of East Java, After a 

spell as ambassador in Burma, he be- 

came governor of East Java in 1983. 
Consensus has it that Suharto asked 


i Wahono to "help Golkar" because he 


has no ambitions, no power base and is 
not a noted political operator. At one 
stroke, then, Suharto diffused a politi- 
cal crisis, dispelled rumours about the 
succession and installed a trusted col- 
league in a key position. 

Golkar officials generally welcomed 
Wahono's selection as chairman. "He 
has indicated that he is open to new 
one official said. It remains to be 
seen if Golkar's interests are served bet- 
ter by a powerful figure like Sudhar- 
mono, or a compromiser. If Golkar is 
still essentially a stage on which power 
politics is played, Wahono could well 
overshadowed by other players 
the party's extensive cast. 

— Michael Vatikiotis 





siles adapted from Israel's Gabriel 
series. 

Apart from the higher cost and 
longer delivery time required by West- 
ern shipbuilders, the navy is not con- 


| vinced they would turn over sophisti- 


cated design and building technology. 
Hyundai offers to complete the first six 
vessels in two years, with the remaining 
10 to be built by CSC in Taiwan with 
nel e South Korean experts. 
aiwan's dilemma is CSC's inability 
to handle the design and building 
technology on its own. Navy command- 
er-in-chief Adm. Yeh Chang-tong told 
the Legislative Yuan on 15 September 
that it would take at least eight years for 
CSC to independently design and con- 
struct frigates. i 
That has not deterred critics like | 
ing KMT legislators Chang Shih-liang 
and Chang Chien-hua from threatening | 
to cut back the Defence Ministry budget | 
n the navy cancels the Hyundai | 
plan. The CSC itself has operated on 
mou ntf government subsidies to stay 
NT$4.5 billion | 
allocation for | 
| 
i 


afloat, with a new 
(US$158.17 million) 
the current fiscal vear. 

Underlying these attacks over the 
Hyundai deal is a sharpening rivalry 
with Seoul. South Korea is moving | 
ahead more quickly than Taiwan in | 

au- | 
tomobile апа shipbuilding, while 
Taiwan coasts at a slower pace on light 
industries and petrochemicals. 

Even Seoul's hosting of the Olympic 
games last month precipitated a spirited 
debate in the newspapers on the merits 
and demerits of the two countries’ deve- | 
lopment models. with the media criticis- | 
ing what it said was the government's 
lack of initiative in boldly restructuring 
the island's industries. п 
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OF SURPRISE Tanks. Trucks 
e Supplies. The 

Lockheed C-130 Hercules airlifter carries 
them all. Equally important, it delivers 
them even when there's no place or no 
time to land 

The C-130's Low Altitude Parachute 
Extraction System (LAPES) puts pallet- 
mounted cargo down with pinpoint pre- 
cision. Its powerful turboprop engines 
combine outstanding fuel efficiency with 


the low-speed responsiveness required 
for the LAPES mission. The aircraft's 
exceptional carrying capacity lets you 
move forces quickly throughout your 
theater of operations. 

When yourre trying to catch the enemy 
off guard, count on the versatile C-130 
Hercules airlifter. Its abilities have been 
surprising the world for years. 


[Lockheed 


Aeronautical Systems Company 


Giving shape to imagination 























Q: 


IDA marches to launch i 





‹ 


ts election campaign in Islamabad. 


LI 





either ruled the country directly 
or been the power behind the 
civilian rulers. While now the 
army is supporting the election. it 
is still poised to remain the key 
power after the election. Almost 
every top politician has paid a 
visit to the new army chief. Gen 
Mirza Aslam Baig, and has been 
told that the politicians must en- 
sure continuance of Zia's policies 
on Islamisation and Afghanistan 
and keep a responsive watch over 
India's perceived hegemonistic 
designs. 

The electoral contest right 
now is between the Pakistan 
People's Party (PPP) and the 
various components of the 
erstwhile Pakistan National Al- 
liance (PNA), whose agitation in 
1977 had enabled Zia to stage the 
coup against the then PPP gov- 








KISTAN 


Scramble for power 


Unprincipled alliances precede the run-up to the polls 


By Salamat Ali in Lahore 
Moor Pakistani politician recently 
compared his country to Alice's 


Wonderland — the тоге things 


| 


changed, the more they remained the | 


same. The sense of unreality has 
deepened even as the country prepares 


for the 16 November general election | 


after a long spell of authoritarian rule. 
Even now some politicians doubt 
whether the election will go ahead as 
scheduled: if held, whether it will be 
free and fair and whether power will be 
transferred to the genuine representa- 
tives of the people. 
Doubts over the intentions of past 
rs and external influences on the 
country also fuel a sense of uncertainty. 
According to a veteran opposition 
olitician, the late president Zia-ul Haq 
had fixed the polling date with the 8 


November US presidential race in view. | 


In the event of Democrat Michael 
Dukakis winning in the US, Zia would 
have had to make compromises with the 
contending Pakistani parties. 

If George Bush were to become the 
next US president — Zia had been close 
to his Republican Party — Zia would 
have postponed party-based polls and 
held them later on a non-party basis. 
The next step would have been to 
amend the constitution, justifying it in 
the name of Islam, and introduce a pres- 
idential form of government. The politi- 
cian is not convinced that Zia's death in 
the 17 August air crash has changed the 
situation much. 

Oppositionists also relate Zia's mo- 
tives in supporting the Afghan resist- 
ance — the support which has been а 
major political issue for the country — 








to his plans for Pakistan. According to 
them, Gen. Akhtar Abdur Rehman, 
head of the joint chiefs of staff commit- 
tee who died with Zia in an air crash, 
had often told US officials that Zia 
wished to liberate not only Afghanistan 
but also the Muslim-majority republics 
of the Soviet Union. 

While some politicians dismiss the 
dead general's remarks as public-rela- 
tion hyperbole, most agree that Zia, 
with assumed US backing, was bent on 
at least forcing a break-up of Afghanis- 
tan. According to them, his plan was to 
make southern Afghanistan's Kandhar 
region a part of an enlarged Pakistan 
with the existing Pakistani territory 
reorganised into eight regions under à 
presidential government. 

Despite US protestations of non-in- 
volvement in Pakistan's internal affairs, 
most politicians consider that the US in- 
fluence in the country is preponderant 
and that many important national deci- 
sions are made in Washington and not in 
Islamabad. Thus, they tend to interpret 
their government's decisions in terms of 
US interests and the superpower rivalry 
in the region. This tendency is rein- 
forced by the pro-US bias of the Pakis- 
tani army, which has long played a com- 
manding role in the country. 

Since the early 1950s, the army has 
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ernment. The only difference 
now is that except for the rightwing fun- 
damentalist Jamaat-e-Islami (J1), which 
in recent months unsuccessfully sought 
an electoral alliance with the PPP, all 
former components of the РМА are 
split. Now some of the ex-PNA groups 
are PPP's sympathisers — though being 
electoral rivals — while others are 
alleged to be the сагѕ paw of the 
army, including the recently reunited 
rival factions of the Pakistan Muslim 
League (PML) which formed the last 
government 
To recapture power, the PPP has 
sought to reassure all sections of so- 
ciety. The party has thrown broad hints 
that when in power it would not go on a 
witch hunt of its opponents. Many who 
saw their businesses nationalised by the 
PPP regime in the 1970s are sceptical, 
though some have since joined the PPP 
bandwagon to ensure that a new PPP 
government would not go for nationali- 
sation of business. 


Qu» the big landowners are hedg- 
ing their bets by supporting several 
parties, but are still averse to a PPP vic- 
tory. The PPP, however, has promised 
not to carry out any new land reforms 
but merely to implement an old law that 
is quite generous to the owners. 

The religious groups which were not 
convinced by the PPP's old slogan, 
"Islam is our faith," still equate that 
"arty's return to power with a return to 
hedonism and dilution of the puritanical 
way of life. Although religious groups 
thrived under Zia, whose pet theme was 
Islamisation, the reality fell much short 
of slogans. 

In the past decade, many religious 
leaders amassed vast fortunes and led 
ostentatious lives. The elite continued 
to consume alcohol despite strict pro- 
hibition enforced on the general public 
and heroin addiction rose sharply 
among the poor. Corruption and con- 
sumerism corroded most walks of life. 

Pakistan has always been the most 
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violent society in South Asia, but the 
levels attained during Zia's rule have 
broken all past records. Keeping un- 
licensed firearms is a serious crime and 
yet gun-toting is common and blatant. 
Although no licences are issued for 
Kalashnikov rifles, politicians move 
around the country and address mass 
rallies surrounded by private guards 
carrying these weapons. Pictures of 
these armed men and women appear in 
the local press, but the authorities look 
the other way. 

Despite the summary military trials 
and public floggings under Zia, lawless- 
ness in Sindh province has reached such 
levels that highways are no longer safe 
after sunset. Political assassinations 
have also become common. Allama 
Ehsan Elahi Zaheer, a relentless religi- 
ous critic of Zia, was murdered by hired 
gunmen as he was addresssing a rally in 


By Salamat Ali in Karachi 

he generation of Pakistani politi- 

cians which brought the army into 
politics is no more, but the army re- 
mains a permanent feature of domestic 
politics. Although most shades of politi- 
cal opinion are reflected in the army, 
officers fall broadly into two camps: 
those desiring a stable democratic 
order, and those who support the basic 
thesis of the Directorate for Inter-Ser- 
vices Intelligence (ISI) — the top na- 
tional security agency — that Pakistan 
will take a long time to attain political 


stability and, until then, force is the | 


sole means of holding the country to- 
gether. 

The ISI was created as a defence- 
oriented external intelligence organisa- 
tion with the Directorate of Intelligence 
Bureau (DIB) looking after counter-in- 
telligence and domestic surveillance. 
Under president Yahya Khan, who 
ruled from 1969 until Bangladesh broke 
away in 1971, the DIB was judged 
hopelessly inadequate for its task. 
When Zulfikar Ali Bhutto took over 
from Yahya Khan, he considered the 
DIB too unreliable. 

But Bhutto's increasing reliance 
upon the ISI proved his ultimate undo- 
ing, for it was at the recommendation of 
the then ISI director-general, Lieut- 
Gen. Ghulam Jilani, that he ignored the 
service seniority and picked Gen. Zia-ul 
Haq to head the army. A complete 
takeover of domestic intelligence was 
completed by the ISI after Zia over- 
threw Bhutto in 1977. 

Most politicians assert that the ISI is 
à government within the government 
and that it is now too big and too politi- 
cally motivated to be restrained even 
with the replacement of the current 











Soldiers and spooks 


The army intelligence network spreads its tentacles 


Lahore some months ago. Later, 
another hired gang killed Allama Arif 
Husseini, a minority Shia cleric, at 
Peshawar. 

Husseini supporters said the killers 
were hired by an army officer but the 
authorities told them the officer had 
absconded. As a top oppositionist said, 
mistrust born out of insecurity is so deep 
that "politicians are ready to sell each 
other for the smallest gain." 

In the past month or so, political pu 
ties have made and broken several al- 
liances not because of policies but solely 
for immediate gains. In these mano- 
euvres, some parties have even sought 
advice of the Inter-Services Intelli- 
gence, the national security organisa- 
tion, which sees the PPP, as its main ad- 
versary. 

The sole exceptions seem to be two 
parties — Asghar Khan's Tehrik-e-Isti- 


AHMED RASHID 


head,  Maj-Gen. Gul 
Hameed, with some other 
general. Underscoring the 
importance of the ISI are 
its multiple roles, which in- 
clude liaison with foreign 
counterparts, the conduct 
of the Afghan war, contact 
with the Afghan resistance, 
and the close monitoring 
and manipulation of 
domestic politics. There is 
a special branch within the 
ISI assigned for the domes- 
tic role. 

Inevitably, ISI opera- 
tives draw domestic flak, 
especially given the paranoia that lurks 
beneath the surface in Pakistan's poli- 
tics. For instance, sources close to 
Mohammed Khan Junejo. ousted as 
prime minister by Zia three months be- 
lore the latter's death in August, assert 
that he was prevented from taking ac- 
tion against the ISI by powerful external 
factors. 

The ISI controlled the huge Ojhri 
arms and amunition dump adjacent to 
Islamabad which exploded earlier this 
year, and thus drew blame for careless- 
ness in putting such a dangerous store in 
the heart of the capital area. It was also 
alleged that some weapons had been 
sold on the black market, and that the 
explosion was a cover-up in anticipation 
of an imminent investigation. 

Similarly, while the military estab- 
lishment tends to blame India for the re- 
cent ethnic massacres in Hyderabad and 
Karachi, some politicians privately in- 
sist that both were engineered by the ISI 
to drive a wedge between the Sindhis 
and the Indian immigrant Muslim body, 





The army remains a permanent feature of domestic politics. 








qlal and Maulana Noorani's Jamiatul 
Ulema-i-Pakistan — which had joined 
former PML prime minister Moham- 
med Khan Junejo, but refused to follow 
Junejo into yet another alliance with 
their adversaries. But some critics al- 
lege that the two parties walked out be- 
cause they were not given enough elec- 


toral seats to contest. 
ршен individuals have been as 
opportunistic as parties. Former 
naval chief, Adm. Karamat Rehman 
Niazi, sought and almost secured the 
PPP's nomination from Islamabad. But 
an uproar among PPP workers blocked 
his candidacy, so he chose to run as an 
independent. Former air force chief, 
Air Marshal Noor Khan, who was a 
member of the last partyless parliament 
denounced by the PPP, is now accept- 
able to the same party as its candidate. 
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the Muhajir Qaumi Моуете 
(MQM), which were drawing close to 
each other. Some politicians credit the 
ISI with creating the MOM in the first 
place and assert that once born, the or- 
ganisation went out of ISI control. 


any politicians believe the ISI is 
the true inheritor of the Zia legacy 
and, being patron of Zia's political sup- 
porters, hates the opposition Pakistan 
People's Party (PPP) headed by 
Bhutto's daughter Benazir. The ISI be- 
lieves and has always told the officer 
corps of the army that the PPP had close 
clandestine relations with India and that 
Benazir's brother Murtaza, who headed 
the terrorist organisation Alzulfiqar, 
was a frequent visitor to New Delhi. 
The ISI argues that the PPP has 
struck a deal with the Indians and the 
US under which it would reduce the size 
of the armed forces, accept Indian 
hegemony of South Asia including 
Pakistan, downplay the Afghan cause 
and wind up the domestic nuclear 
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rominent self-serving politicians seek- 
ing power. 

Despite individual ambitions and 
factional squabbling. the major parties 
have softened their ideological edges. 
According to JI leader Ghatoor 
Ahmed, the polarisation between the 
Right and the Left of the late 1970s is no 
longer there. 

e rightwing JI had denounced the 
PPP in 1977 as godless because of the 
latter's emphasis on the working class. 
Now the JI says that the future of peas- 
ants and workers will be safe in its own 
hands. 

The PPP, which also wants to reduce 
pornea polarisation, has decided not to 
ield any candidates against the chiefs of 
allied parties in the opposition Move- 
ment for the Restoration of Democracy 
(MRD). PPP leader Benazir Bhutto has 


'apons programme. Hence, some po- 
litical quarters assert that the ISI has de- 
cided to try and confine PPP electoral 
gains in this month’s elections to no 
more than 40% of the seats. 

Aware of the hostility, the PPP has 
made great efforts to reassure the 
armed forces. The party has two retired 
service chiefs and three other generals 
in its ranks, plus a sizeable number of 
former servicemen. Benazir Bhutto re- 
cently said that the leadership of the 
Pakistan army was for the first time in 
the hands of post-independence officers 
and ascribed army chief-of-staff Gen. 
Mirza Aslam Baig's strong support for 
holding elections as a reflection of this. 

Baig is among the leaders of the 
group seeking to preserve a democratic 
system, and heads a large number of 
officers who in their student days in the 
1960s spearheaded the agitation for re- 
storation of democracy and the ousting 

` зеп. Ayub Khan as president. Most 
his stratum of officers in the Zia era 
were not involved in martial law duties, 
the travesty of justice practised in mili- 
tary courts and the attendent corruption 
that inevitably spilled into the army. 
This group looked with alarm also at the 
rise of factionalism in the armed ser- 
vices during Zia's rule. 

It is generally believed in anti-Zia 
political circles that most of the officer 
corps wants badly to concentrate upon 
the improvement of army standards and 
shed the duties with which it has been 
saddled, such as control of paramilitary 
forces like the border police and the 
coastguard. Also, it resents the police 
duties it is repeatedly being called upon 
to perform, especially in Sindh pro- 
vince. 

But it remains an open question 
whether the armed forces wish to retain 
control of the ISI or how, after the elec- 
tion of a new government, they will be 
able to restrain an organisation which 
currently is far more powerful than the 
formal interim government. 
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with MRD allies even if her party se- 
cures a majority. Obviously the PPP has 
realised that only a political consensus 
can keep ambitious generals at bay. 
Whether a disparate coalition can 
work is in doubt. All the same, those 
who wish to keep the Bhutto family out, 
argue that Benazir Bhutto should be pa- 
tient as she is young and should bid for 
the premiership after one or more gen- 
eral elections. But these elements seem 
to have ignored her mother, Nusrat 
Bhutto, who is chairperson of the PPP, 
far more experienced than most of her 
contemporaries in politics and is very 
much in the electoral fray. Also it is 
questionable if Pakistan's fundamental 
problems — created largely by succes- 
sive military regimes — can await the 
emergence of genuinely representative 
rule. п 


Crisis of the 
constitution 


The next parliament will face 
controversial issues 


By Salamat Ali in Islamabad 


Tut is general agreement among 

most роте parties that the first 
major task of the new parliament after 
this month's general election would be 
to substantially revise the country's con- 
stitution. While there are differences 
over the scope and nature of the revi- 
sions, the 1973 constitution is likely to 
be taken as the basic draft on which to 
work. 

Among the major issues the framers 
of 1973 constitution faced were two con- 
troversial ones: the contentious issue of 
the degree of provincial autonomy and 
the powers of. the president. Previous 
heads of state had misused their powers 
to appoint and dismiss the prime minis- 
ter and dissolve the parliament. 

The 


ament itself electing the prime minis- 
ter and the president having no power to 
dismiss him except through а раг- 
liamentary no-confidence motion that 
had to contain the name of his success- 
or. Besides, it was the prime minister 
and not the president who could dis- 
solve the parliament. The late president 
Zia-ul Haq’s sacking of his prime minis- 
ter and dissolution of the parliament in 
May — which was recently held to be 
unconstitutional by the courts — bore 
out the precautions taken in the 1973 
constitution. 

That constitution also defined the 
powers and areas of responsibility of 
the federal and provincial govern- 
ments, but kept a large number of sub- 
jects under a concurrent list, giving the 


1973 constitution turned the | 
pomen into a figurehead with the par- | 
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your travel agent, your Air France ticket office 
or call “Meridien Reservations International’ at 
Hong Kong (852) 3 66 99 96 
Singapore (65) 733 28 78 or Tokyo (8013) 475 23 64 








federal authorities primacy in many 
areas. The concurrent list was to be re- 
vised after 10 years in favour of the 
provinces. 

Sardar Sher Baz Khan Mazari, pre- 
sident of the National Democratic Party 
and one of the framers of the constitu- 
tion, told the REVIEW that the then pre- 
sident, Zulfikar Ali Bhutto, secured the 
opposition's consent to limited provin- 
cial powers on the plea that he was con- 
fronted with an abnormal situation 
created by the break-up of Pakistan in 
1971 and the presence of 90,000 Pakis- 
tani soldiers in Indian prisoner-of- 
war camps. According to him, the op- 

osition agreed to give Bhutto time and 
be content with the limited provin- 
cial list. But even that limited power 
was denied to the provinces through 
the imposition of emergency powers 





that remained in force under Bhutto. 

But the 1973 constitution underwent 
radical changes under Zia and now most 
leading politicians favour the original's 
restoration. The anti-Zia Movement for 
Restoration of Democracy has in the 
past called for only four areas under the 
federal government's purview: foreign 
affairs, defence, currency and com- 
munications. Others would add taxa- 
tion rights and coordination of pro- 


vinces to the list. 
Moe the editor of a national 
daily often criticised by his peers 
for his liberal views, struck a note of 
caution. He said that it was difficult to 
conceive of a federal government con- 
fined to four subjects alone and he 
suggested the opposition Pakistan Peo- 
ple's Party (PPP), if it gained power, 


The ethnic melting pot 


Minorities resent the dominance of populous Punjab 


n early October, the interim Pakistan 

Government promulgated a law it de- 
scribed as а device to strengthen na- 
tional unity 
the seriousness of the ethnic divide, for 
it could not wait a few weeks for the next 
elected government to take the neces- 
sary action. Information Minister Illahi 
Baksh Soomro said on 8 October the 
law would be used to ban regional, lin- 
guistic, sectarian and other political or- 
ganisations "which are promoting the 
politics of violence." 


The dominance in national politics of 


the people of Punjab, the most popul- 
ous province of Pakistan, has long been 
à source of grievance among the three 
minority provinces, X Baluchistan, 
North-West Frontier Province (NWFP) 
and Sindh. While Baluchistan — which 
erupted into insurgency in the 1960s and 
1970s — is quiet now, it 


a measure indicative of 





(SPBF). said in Karachi on 8 October 
that the latest law from Islamabad was 
“а device to strengthen and perpetuate 
Punjab's hegemony,” for it had made it 
an offence to talk of the political and 
economic rights of the three minority 
provinces. He added: "You cannot put 
things right by enacting laws that are 
based on prejudice." 

Soomro justified the law on the 
grounds that the scale at which people 
were killed in Hyderabad and Karachi 
in September, indicated a conspiracy 
a theory advanced earlier by the new 
army chief Gen. Mirza Aslam Beg. Sen. 
Ejaz Jatoi, a member of the upper house 
of the Pakistan Parliament, who also be- 
longs to the Sindh National Alliance 
(SNA) of nine ethnic Sindhi organisa- 
tions, vehemently denies the establish- 
ment's assertion that separatist ele- 





remains far from stable 
and its militant groups 
now are far more cautious 
and patient. Its politics 
are tied to the battle in 
neighbouring — Afghanis- 
tan by mujahideen to 
overthrow the communist 
government. The pro- 
vince is host to a large 
number of armed Afghan 
refugees, as is the NWFP. 
Both provinces are be- 
lieved to be biding their 
time. 

Currently, the most 
militant protester against 
Punjab's ascendency is 
Sindh the second- 
largest province in Pakis- 
tan. Mumtaz Ali Bhutto, 
a former Sindh governor 
and leader of the Sindh- 
Pakhtun-Baluch Front 





Demonstrators in Karachi: 





er x 
"io ЧЫ ^ — 
sectarian organisations banned. 


| 
| 


was unlikely to stick to the formula. 

A major obstacle to provincial au- 
tonomy could be the army, which pos- 
ing as the primary custodian of Pakis- 
tan's integrity, might still consider rea- 
sonable provincial autonomy as а dilu- 
tion of national solidarity. It was on this 
issue that Bhutto had to send in the 
army to subdue a revolt in Baluchistan 
province in the 1970s. Although the de- 
mand still remains strong in that pro- 
vince, now it is even more strident in 
Sindh. 

Yet another imponderable is the out- 
come of the polls. Should the army suc- 
ceed in putting the conservative ele- 
ments of the Pakistan Muslim League 


| and its allies in command of the next 


government, it could lead to a tumultu- 
ous parliament and give a further push 
to provincial movements. п 





| ments of Sindh backed and financed F^ - 
India's intelligence agencies, maste 
minded the massacre of Muhajirs 
Urdu-speaking Muslims who immi- 
grated from India after the creation of 





Pakistan — in Hyderabad and the kill- 
ing of Sindhis in Karachi. 

According to Jatoi, hostile slogans 
were being raised in Sindh because 
people were frustrated by the denial of 
their national, cultural and linguistic 
rights. He asserted that there was a con- 
spiracy to force the Sindhis living in 
urban areas to shift to the interior of the 
province and the Muhajirs to move in 
the opposite direction. in order to carve 
out a new province from Sindh. 

Jatoi argued that the SNA consi- 
dered Muhajirs who entered the pro- 
vince from 1947-54 as Sindhis, but 
wanted all those who came later to leave 
the province. The SNA also wants the 
repatriation of all non-Sindhis who 
since 1955 had been granted 3.6 million 
ha of prime land in the province. Also ` 
does not want Biharis from Banglade 

to be settled in Sindh. The 
| settlers on agricultural 
land are either ex-service- 
men or other Punjabis. 
Further, the Sindhis do 
not want the proposed 
Punnu Akil military can- 
tonment in the province 
to be set ир, for it would 
accommodate over 2 mil- 
Поп non-Sindhi soldiers 
and camp-followers and 
occupy 18.000 ha of fer- 
tile land. 

Other ethnic move- 
ments range from Jiye 
| Sindh, which advo- 

| cates outright secession, 
| to those demanding a 
loose confederation of 

Pakistan like the SBPF, 

and seekers of a greater 

rovincial autonomy who 
include most political par- 
i — Salamat Ali 


PROTOS AP | 
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Benazir battles on 


The PPP is still at odds with the army 


hen Pakistan's new army chief | former prime minister Mohammad 


Gen. Mirza Aslam Baig said on 12 
October that the army and the judiciary 
had created the conditions for fair elec- 
tions and asked.the politicians to "rid 


the country of the prevailing crisis," his | 


appeal was directed towards the Pakis- 


tan People's Party (PPP). The PPP's | 


electoral pre-eminence is undeniable 
and it will either rule Pakistan for next 
five years or be the main opposition if a 
rival coalition supported by the military 
takes over. 

Judging by the number of applica- 
tions for party candidature in this 
month's elections received by the PPP, 
compared with the difficulty of its rivals 
in finding A people to contest all 
'"e seats in the national polls, the 

irty’s ascendancy is unquestioned. 
Party chief Benazir Bhutto said she 
stopped counting after the number of 
applications reached 18,000. 

One of the PPP’s strongest assets is a 
large core of dedicated workers steeled 
by the past 11 years of persecution by 
the government. Addressing those of 
her workers denied party tickets for 
contesting the parliamentary and sub- 
sequent provincial elections, Bhutto 
acknowledged their sacrifices and asked 
them to be prepared to offer more. 

While the PPP's prospects are as 
good as they were in 1977 in Baluchistan 
and Sindh, its chances have improved in 
the North-West Frontier Province 
and are also fairly good in Punjab. 
whose populous central region sent in 
the bulk of applications for party tic- 
kets. A telling commentary on the re- 
spective party strengths is the manifest 
anxiety of the feudal powerbrokers to 

тиге PPP nominations. 

But Bhutto's warning to her workers 
is far from hyperbole: the array of forces 
against the PPP is formidable. Although 
most of the parties pitted against it are 
no more than mere labels with little 
electoral support, there are three broad 
categories of opponents who pose a 
threat. They include those of the PPP's 
partners in the Movement for Restora- 
tion of Democracy who could not reach 
agreement on contesting seats with the 
PPP and are now on their own. Second 
is the independent alliance of ex-air 
marshal Asghar Khan and Maulana 
Shah Ahmad Noorani, which was op- 
posed to the regime of the late president 
Zia-ul Над and is contesting half of the 
parliamentary seats. 

Third, and most formidable, is the 
Islamic Democratic Alliance (IDA), 
backed by the country's top military 
agency, the Directorate for Inter-Ser- 
vices Intelligence. The IDA groups the 
two newly united but former rival fac- 
tions of the Pakistan Muslim League 
(PML). One PML faction is led by 
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Khan Junejo, who briefly joined forces 
with Ashgar Khan, while the IDA also 
includes the cadre-based Jamaat-e-Is- 
lami, which at one stage had unsuccess- 
fully sought an electoral alliance with 
the PPP. The IDA poses the major 
threat to the PPP because many of the 
| PML members are part of the current 
| caretaker government and therefore 
| command official resources. 
Additionally, even if it secures an 
electoral majority, the PPP will con- 
tinue to face anxious moments. It is led 
by two women — Benazir Bhutto and 
her mother Nusrat. Their adversaries 
argue that Pakistan's highly conserva- 
tive and male-dominated Muslim so- 
ciety is unlikely to accept female leader- 


Aa | 











\ 


| ship. They further argue that by accom- 
modating known self-seekers among 
the party's candidates, the Bhuttos have 
incurred an organisational weakness. 
for such new entrants could line up be- 
hind anyone called upon by the presi- 
dent to form a government. The presi- 
| dent's power to do so is absolute under 
the present constitution. 
| Тһе Bhuttos face two other main 
challenges. The immediate one is from 
those powerbrokers whose irregulari- 
ties are too recent for any non-PML 
government to ignore without becom- 
ing а party to their crimes. These are ex- 
tremely powerful interests and they will 
fight desperately. The second and rela- 
tively longer-term challenge would be 
from regional sentiments in the three 
minority provinces. The PPP's seem- 
ingly impossible task will be to reconcile 
these cries for autonomy with the Pun- 
jabi sentiments for centralisation of 
power. Under the circumstances, the 
younger Bhutto seems to have set her- 
self an unrealistic goal by promising to 
lead Pakistan into the 21st century as 
Asia’s new growth model. — Salamat Ali 


| Bhutto campaigns in Karachi. 
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SOUTH KOREA 


Baiting the Yanks 


Newly freed press heads the criticism of US 'arrogance' 


By John McBeth in Seoul 
E a prisoner emerging from dec- 
ades of confinement, the South Ko- 
rean press is beginning to flex its mus- 
cles — with worrying results for the US 
and its military presence on the penin- 
sula. Heavily nationalistic coverage in 
some newspapers has spread anti- 
Americanism, traditionally the pre- 
serve of dissident circles, to the middle 
class. 

At the cutting edge has been the 
Hankyoreh Shinmun, a progressive and 
fiercely independent daily which began 
publishing only in May this year after 
the government lifted controls on the 

ress. Financed almost entirely by pub- 
fic subscription and containing special- 
ised departments dealing with human 
rights, reunification of the two Koreas 
and the mass media. it already has a 
claimed circulation of 375.000, about 
55% of it outside Seoul. 

Hankyoreh’s senior editorial staff 
are mostly journalists who were either 
thrown out of their jobs or imprisoned 
when former president Chun Doo 
Hwan seized power in 1980. More than 
700 newsmen were affected by the 
purge. The majority of Hankyoreh's 
readers are in the 20-30 age bracket — 
the section of South Korean society 
which is most critical of the US role on 
the peninsula. "We think we are reflect- 
ing public opinion." said one senior 
executive. “These [anti-American] sen- 
timents have been around for some 
time. but the established newspapers 
didn't comment on them.” 

Hankyoreh’s editors are proud of 
their opinionated, intensely nationalis- 
tic coverage. which they claim has con- 
siderably influenced vounger journalists 
— even if it has vet to gain the news- 


| 











meaning view of South Korea's position. 

No doubt influenced as well by the 
continued presence of 41,000 US troops 
on the peninsula, this view leaves little 
room for thoughtful analysis on the 
changing nature of the relationship be- 
tween the two countries. "This is а 
country run by mood," commented a 
legislator for the — Peace and 
Democracy Party (PDP), pointing to 
the way the latest wave of anti- 
Americanism has come at a time when 
South Koreans are absorbed in the 
once-forbidden mysteries of the Soviet 
Union and China. It is this convergence, 
he believes, that has helped push the 
pendulum perhaps further than it other- 
wise would have gone. 

Incidents during September's Olym- 
pic Games contributed significantly to 
the criticism, ranging from the thought- 
less antics of the US athletes during the 
opening ceremony, to the arrogance of 
star sprinter Carl Lewis when he arrive * 
and a drunken prank by two А тегіс: 


| swimmers who stole a decorative statue 


paper a place in the elitist ranks of the | 


Blue House press corps. “The senior 
editors [on other papers] are under con- 
stant pressure because they were col- 
laborators [during the Chun vears]." 
said the executive. 

Probably the most disturbing aspect 
to this, however, is the emotional and 
selective approach Hank voreh and, to a 
lesser extent, other newspapers take in 
covering US-South Korean relations. 
whether it concerns trade issues. the 
controversial Status of Forces Agree- 
ment or other military affairs. In many 
cases, columnists deal with perceptions 
rather than facts — or what the Han- 
kvoreh editor calls "technical details." 


his applies in particular to the bloody 
1980 Kwangju uprising. in which 
South Korean troops killed hundreds of 


| demonstrators. Because of US support 
| for successive dictatorial regimes, the 


suppression is generally regarded as the 
cause of modern anti-American senti- 
ment — this despite the efforts of some 
newspapers, such as the mass-circula- 
tion Tonga Бо. to publish fresh evi- 
dence — unavailable or suppressed over 
the past seven vears — that tends to ne- 
gate many of the allegations of US cul- 
pability. 

Overall. however, only the big pic- 
ture is important. Influenced bv the 
deep-rooted sensitivity many South Ko- 
reans feel over the division of their 
homeland and the way outside forces 
have interfered in their nation's destiny, 
South Koreans and their newspapers 
are seemingly incapable of seeing the 
US as anything but an overbearing pa- 
tron at best and a neocolonialist at 
worst. From this springs a self-de- 


from a nightclub and suddenly found 
themselves, shamefaced and sober, at 
the centre of a national outcry. The 
stage had been set even before the 
games began when newspapers devoted 
an unusual amount of space to two 
American high school boys who were 
arrested for assaulting a pregnant South 
Korean housewife. 

The outcry reached fever pitch in the 


| almost hysterical reaction in the press to 


the NBC network's detailed coverage of 
a brawl in the Olympic boxing ring be- 
tween South Korean officials and a re- 
feree. Most South Koreans do not 
watch the US Armed Forces Korea Net- 
work. the only channel which ran the 
NBC footage. So it was left to the news- 
papers to inform their readers about 
what they unanimously agreed was a па- 
tional insult. “In view of the Korea-US 
relationship over the past 40-odd yea 
[we] can no longer tolerate such thing 
said a Hankyoreh editorial. “The US 
has always looked down on this side and 
secretly played the role of the leader of 
neocolonialism." 

The Chungang Ilbo described rela- 
tions between the two countries as being 
at their lowest since the assassination of 
an American diplomat 80 vears ago. 
Calling on the US to rid itself of its "old 
arrogance," the newspaper put the 
Olvmpic controversy into context by 
saying that anti-Americanism could 
only be prevented from spreading if 
Washington broke away from “high- 
handed politics, such as the pressure for 
market liberalisation," and maintained 
a spirit of reciprocity and friendship. 

US officials remain confident that 
the long-term prognosis for relations 
between the two countries is good, but 
they are obviously perplexed over how 
to prevent the Olympic furore from be- 
coming part of the same dogma that 
blames Washington for Kwangju and an 
increasing range of other problems. gy 
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has always derived from building 
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SRI LANKA 


Politics of stalemate 


The JVP resists Jayewardene's peace offer 


‚ Ву Manik de Silva in Colombo 


Etos to get the Janatha Vimukthi 
Peramuna (JVP — People's Libera- 


поп Front) to end their alleged violence 
“have failed despite President. Junius 
Jayewardene's willingness to concede a 


four-point peace plan presented to him 
by the country's Buddhist hierarchy. 
The JVP, a recognised political party, is 
considered responsible for a spate of po- 
litical murders that have seriously de- 
stabilised Sri Lanka's Sinhalese major- 
ity southern districts. 

The monks wrote to the president in 
mid-October presenting their proposals 
for restoring peace in the country. The 
proposals included the request that gov- 
ernment should immediately publish 
dates for presidential and parliamentary 
elections: that parliament should be dis- 
solved and both presidential and par- 
liamentary elections conducted by a 
caretaker government, and that steps 


should be taken after discussion with 
|, party leaders for the conduct of elec- 


tions in a manner that would win the 
confidence of the people. 

Surprising most observers, Jayewar- 
dene conceded all four proposals. The 
presidential election has already been 
fixed for 19 December and, in a major 


| concession, Jayewardene agreed to the 


dissolution of parliament, which could 
legally remain in office until August 
1989. The ruling United National Party 


VIETNAM 
Taking the flak 











(UNP) holds a massive majority in the 
present parliament, and its early dissol- 
ution would deprive Prime Minister 
Ranasinghe Premadasa, the UNP's 
presidential candidate, of the organisa- 
tional muscle of incumbent UNP MPs. 
However, Jayewardene made the 
point that if peace was to be restored, 
the active support of all political parties 
was necessary and the JVP must cooper- 
ate in the peace plan. He said that seven 
opposition parties were talking to him in 
an effort to find ways of defusing the 
present violence. But the JVP has not 
participated. "The course of action [you 
propose] will only succeed if the ТУР 
agrees to it and properly responds," 
Jayewardene told the monks. 


he seven-member opposition group- 

ing led by the Sri Lanka Freedom 
Party (SLFP) has claimed that the JVP 
would join them in supporting the SLFP 
leader, former prime minister Sirima 
Bandaranaike, as the common opposi- 
tion candidate against Premadasa at the 
presidential election. But the JVP has 
not publicly endorsed Bandaranaike, 
though it has participated in opposition 
discussions, and it has not agreed to per- 
mit the other parties to speak for it at 
meetings with the government. Failure 
of the two parties to agree on a pro- 
gramme is considered by observers to 
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Problems of personnel and equipment beset the airforce 


By Murray Hiebert in Bangkok 
ietnam's airforce suffers from age- 


| ү; aircraft апда critical shortage of 


“Spare. parts, while its personnel lack 
‘adequate food rations and two airmen 
1 Soften have to share one uniform, Hanoi 
|. Radio reported in two unusually candid 

c exposes 
.commentary complained that some 
5 pilots use their military aircraft to per- 


in mid-October. The radio 


form aerobatics and lead a life of indo- 


; lence and self-indulgence. 


“The conditions of many of our air- 
стай, particularly our cargo aircraft, 
have deteriorated. Many of them have 
exceeded their limits of airworthiness 


and there is a shortage of spare parts," 


а 13 October broadcast said. “Because 
Our country is still poor, members 
Of.the armed forces must overcome 
difficulties, and our service person- 
nel must do what they can to prolong 


airworthiness of our aircraft." 
Vietnain’s airforce, founded in 1965 
around the time the first US ground 
forces landed in Danang, has an esti- 
mated 20,000 personnel. 270 fixed-wing 
combat aircraft and 36 armed helicop- 
ters, and overshadows those of its close 
neighbours except China. Most of the 
equipment is Soviet-made, because 
Vietnam lacks spare parts to maintain 
the American hardware captured from 
the former South Vietnamese govern- 
ment in 1975, 

A second problem cited by the radio 
commentaries is the poor conditions for 
airforce personnel. The diet of many 
servicemen “is still too skimpy, not 
enough to compensate for their daily 
hard work,” one report said. “You must 


the 


be a [communist party] cadre or án en- | 


gineer to be issued with one set of üni- 





| 








bea majorreason why the SLFP'selection | | 


manifesto has not yet been published. 

Adding to the SLFP's problems, the 
JVP recently prevented it from holding 
some rallies supporting Bandaranaike's 
candidature in Uva province. Ban- 
daranaike was angered by her organis- 
ers tamely caving in to threats and ad- 
dressed one poorly attended meeting at 
Badulla, the provincial capital. 

At meetings with the opposition par- 
ties, the ТУР continues to maintain that 
it is not responsible for the violence. 
While Jayewardene, for one, clearly 
does not agree with this position in the 
face of what the government says is 
overwhelming evidence to the contrary, 
Premadasa has said that there is no 
proof that the JVP is behind the killings. 
Premadasa can clearly foresee the 
danger of the elections being sabotaged 
by the violence and UNP supporters 
prevented from voting by threats and 
coercion. On the other hand, he d 
not appear to have abandoned hopes 
mending fences with the JVP. 

Meanwhile, the arrest in late Oc- 
tober of Susantha Punchinilame — son 
of Sabaragamuwa Chief Minister G. V. 
Punchinilame and a UNP candidate at a 
recent parliamentary by-election at 
Ratnapura, the provincial capital — in 
connection with the killing of three 
young men, has seriously embarrassed 
the UNP. Complaints have been lodged 
with the police that the victims were 
seen being abducted in a vehicle driven 
by the chief minister’s son. The killings 
have helped keep student agitation 
against the government on the boil and 
also fuelled the charge that violence 
emanates not only from groups offi- 
cially described as “subversives.” п 


forms a year," a mechanic was quoted as 
saying. "For soldiers. two have to share 


| aset of uniforms." 


Servicemen are infrequently grar 
permission to visit their families and 
many have to stay in the service more 
than six months after their official dis- 
charge date, a commentary said. The 
servicemen's "psychology must be af- 
fected by difficult living conditions, 
meagre meals, hard work, job stress, 
and family separations,” the commen- 
tary said, 

A 12 October broadcast complained 
about undisciplined behaviour among 
pilots. The report told the story of a 
flight instructor who performed aeroba- 
tics over a field near the sea after com- 
pleting a training session. “He failed in 
the third pass because it was too low and 
there was not enough altitude for the 
plane to surge upward.” 

Citing examples of indolence and 
self-indulgence, the report said one 
pilot who was rated best in an air raid re- 
giment was suspended because “he usu- 
ally performed risky acts outside of his 
command" and “still reeked of alcohol" 
when he boarded his aireraft. 
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‘Taste accepted over time. 
The mark of a great Scotch whisky. 
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Ever since a Japanese entrepreneur, Tomomi Імакига, 
first brought back a bottle of Old Parr on a trip to the West 
a century ago, it has become a leading brand in Asia much favoured 
by those who recognise the taste of a great Scotch whisky. 


Grand 


Old Parr 


you ruising altitude of the jet fighter ! 
makes the critical center section; And not that much lower if you're talking 
about the fuselage work Daewoo has done on 747s and Daewoo's joint effort 
in helicopter manufacture with Sikorsky Aircraft. No. that aeronautics is” 





ЛООСУ... 


uring is employed in Daewoo's state-of-the-art work in construction, — 
telecommunications, shipbuilding, electronics and heavy machinery. Why not -~ 
let the same.technology. that enabled Daewoo to become one of the world's 
most advanced companies help yourown company rise a little higher. 


*- 
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When you fly United to America, 
the privileges come nonstop. 





J 


Business travelers appreciate the privileges that come 
with flying United to America. 

For starters, there’s United’s VIP Hotel Program. It 
offers First and Business Class fliers special rates at 41 


Westin, Vista International, Hilton and Hyatt Regency 


та" 
hotels іп 19 U.S. cities, including all our gateway cities. A ! н L ! n € 5 


First Class travelers also receive special assistance from UNITED RESERVATIONS AND INFORMATION 
their own concierge. You'll find а United Concierge in our $795 027 757-169 s SELING (O1) 5128886 e SHANGHAI (021) 553333 
f $ М : . ; ( 57-169 
Asian; Pacific and US. gateways as well as in Chicago. € HONG KONG (05) 810-4888 e TAIPEI (02) 735-8868 ө MANILA (02) 818-5421/25 
And, of course, there's our frequent service to the © SINGAPORE 220-0711 e BANGKOK (02) 253-0558 
$. n k JO. aka vdne @ KUALA LUMPUR (03) 2611433 @ JAKARTA (021) 361707 
eg Кер em эе ig p Toi wd си › S} d^ AUCKLAND (09) 793-800 e SYDNEY (02) 233-1111 e MELBOURNE (03) 602-2544 
Once in America, United's vast domestic network is at 
your service. We serve more cities in America than any 
other airline. Wherever you're going, United is a great way 
to get there. 
о when business calls you to America, just call your 
travel agent or United. And enjoy friendly skies privileges 
long after you arrive. 








* United Concierge Service not available in Beijing and Shanghai 











TRAVELLER'S TALES 





€ DENG Xiaoping’s "one-country- 
two-systems" formula is not confined to 
Hongkong. It's already been estab- 
lished that the theory could provide a 
formula, in Peking's eyes, for eventual 
reunification of Taiwan. But the 
policies of pushing ahead with capital 
investment in the modernisation of the 
great port cities of China confirm that 
China's economic overlords have ac- 
cepted that speedier development en- 
tails dumping hopes of an egalitarian 
growth and necessitates unequal re- 
wards. Long before that, the establish- 
ment of the special economic zones 
(SEZs) had signalled the way ahead. 

The SEZ abutting onto Hongkong, 
Shenzhen, has had its ups and downs, as 
recorded over recent years in the 
REVIEW's pages. Peking's English-lan- 
guage newspaper, The China News 

ily, recently reported on the social 

act of bringing workers — particu- 
larly women workers in factories — to- 
ether in such a community, where they 
eavily outnumber the available men. 
The article, spotted by Christine Loh, 
has its funny aspects, but it is interesting 
in two ways: the bluntness with which it 
reports the problems and their causes 
(unthinkable in the puritanical columns 
of the Chinese press until very recently) 
and the fact that the unwanted pregnan- 
cies are attributed to human feelings 
(and not to the spiritual pollution of the 
capitalist world). 

The article begins: The problem of 
premarital pregnancy among temporary 
female workers in Shenzhen has become 
increasingly serious in recent years. It 
goes on to explain that Shenzhen has 
about 250,000 such workers who are not 
allowed to get married because they 
have no residence cards, and states: But 
many fall in love in Shenzhen and end up 

ing pregnant. 

t then quotes at length a report from 
the newspaper China Youth: A local of- 
ficial said the numerical imbalance be- 
tween the sexes was causing extreme an- 
xiety among the women. They strongly 
desired satisfaction from the opposite sex. 

That is blunt speaking, for a Chinese 
publication, but it went on to report that 
Premarital pregnancy was not the only 
problem in the processing factories; the 
number of homosexuals and prostitutes 
was continuing to rise and so was the 
number of divorces. Commenting sim- 
ply that labour-intensive factories in 
South Korea, Taiwan and Singapore 
had faced the same problem, it added: 
Providing female workers with sexual 
satisfaction was even more difficult than 
reducing conflicts between management 
and labour. So much for Mao Zedong's 
exhortations "to make class warfare the 
key link." 

The article in China Youth con- 
cluded by advising Shenzhen factories 
to recruit more male workers and to dis- 
tribute contraceptive devices. Tempo- 











rary female workers will not be harmed 
by love, it claimed. 

€ MEANWHILE, up in Peking, resi- 
dents have received an English-lan- 
guage circular which opens promis- 
ingly: Welcome to the Capital Kang 
Hua Bodybuilding Club (Abbreviated 
C. K. H. B. C.). It announced that Kang 
Hua, the only specialised bodybuilding 
research organisation and training 
centre in China, was combining with the 
Capital gym, one of the largest in China, 
to provide you the top physical training 
facilities in China, or even in Asia. А 
total of 45 items of modern gym equip- 
ment had been imported from the US; 
Chinese bodybuilding champions and 
coaches had been engaged: Miss Ma 
Hua, the famous Aerobic coach, under- 
takes the training of ladies, and We have 
engaged the Bueaty Derictive Center of 
Hong Kong for the beauty service. 

So up in Peking there's bodybuild- 
ing, aerobics, a combined beauty salon 
and barber shop, steam baths, showers 
and massages available. All that sounds 
attractive enough but the circular was 
accompanied by various colour photo- 
graphs showing some of the staff exer- 
cising. At least some entrepreneurs in 
China's capital city have mastered the 
art of the hard sell: 

















€ PEKING is determined to control 
the growth of China's population. Un- 
fortunately a notice photographed by 
W. A. T. Crawley misplaces a decimal 
oint and announces a dastardly plan to 
increase the numbers of Chinese by 10 
times before the end of the century. 











€ IN Kunming, on her honeymoon, 
Christine Pemberton photographed a 
restaurant notice which was apparently 
clean only between 11 a.m. and 2 p.m., 
and English-speaking (but unclean?) 
from 5-9 p.m.: 
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Another visitor to China, Kit Cum- 
ings, photographed another bizarre eat- 
ing establishment: 


| | 








€ ANOTHER sign of the decline in 
puritanism was photographed recently 
in Foshan by Jonathan Lea. He regrets 
the exhibition was closed at the time, so 
its contents were left to his imagination 
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€ AS a guest at Peking’s Jianguo 
Hotel, Karen Menden found a courte- 
ous little note from the Laundry Valet 
informing her that she had not marked 
her laundry correctly: 








r — — 


127 4 5 
JIANGUO НОТЕ! 





BE цим 
Guest Мате, 
Room Number, xh) 
Date 
Dear Guest 
We respectfully call your attention that we had received 
a bag of cleaning but we found that 


1) the name was different with the Registration 


2) there was no name, no room я no 


As to prevent from further mistake, » 
is bold in the Laundry Department till your further 
mation, 

7 for delivery, Sorry for the tr 


Please contact Ext, 


you may have caused 





Laundry Valet, 
LZ Я „ы 





The courtesy was somewhat blunted 
by the last sentence 

















FAR EASTERN ECONOMIC REVIEW e 10 NOVEMBER 1988 





You aem wit обере 
stralian holiday home 
с Оп 7/2 асге$. 
m s vl / 
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=> T=: T. 
Closing Date: 15th December, 1988 
Drawing Date: 16th December 


Healthy Rural l if st | gymnasium wirh rhe very latest equipment 


The Kirchen, looking our to rhe mounrains or 
Enjoy the fresh mountain air and healthy life- Over rhe servery to your friends in the family 
style thor this spacious family home has ro room, hos every modern convenience with 
offer. No marter which way you look there very extensive woodgrain cupboards 
are glorious picturesque mountains and The front of the property has well established 
valleys. Most rooms open out onto verandahs gardens and lawns creating an environment 
or patios where you can just sit and admire іп keeping with the superb standard of 
the views this home 
This home has wonderful entertainment 
areas where you can enjoy the day or night 
with friends. Ir boasts its own private 





SUCHT "MEM UB ENS ORE. 


BOYSJOWN TICKET ORDER FORM 


FOR IMMEDIATE REPLY SEND TO 
The Secretary, Boystown, G.P.O. Box 490. 
Brisbane, Qld, Australia 4001. 


The renowned Australian beaches - 
ere only MÁNES WEY: 




















PLEASE PRINT 

NADIE LAESA за», же А 

Mr/Mrs/Miss/Ms 

ONO SSE a O ENDS 

РУЛИ E up ai Re a EAE wee Post Code 
(0 Asso Book | |C] A$100 Book | Please tick 









IL] Ass Ticket | appropriate box 


enclose ЁШ Bank Draft [ Money Order 





* Your own gymnasium with the 
Special Features latest "work-our" quipment. 


* Quality Keith Lord furniture 
ааста pares thi бан 
prime гео! estote in * Well designed modern kitchen 
‘vorid renowned tourist геѕот wirh extensive timber 
if the Gold Coast. cupboards, all electric with 
- Огде entertainment/rumpus wall oven, separate cook-top, 
room with built-in bar and pool ^ built-in microwave ond double 








OR Please debit ту L] Bankcard O visa Û Mastercard 


COTTET 


Card No. 

























table — adjoining lawn Бом sink. Cardholders Name ................ 
BBQ.oeo о * Dad's workshop and lock-up ! е рне РНТ 
® Magnificent views to Stradbroke storage area and double Signature ........................ 
Island, the Pacific Ocean and carport. : 
the mountains of the Gold ° Five outdoor verandahs КРГЕ... la eek ен се TENER А 
Coast Dno. S bs (patios) all with views — 
* Spacious home with 4 built-in Мем — views. 
bedrooms plus a study. * Rural living bur close to the All values in Australian Dollars 
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© The master bedroom with Gold Coost — just 18 minures 
ensuite and walk-in robe, hos то rhe world-renowned 

its own verandah overlooking Sanctuary Cove Resort or 

the beauriful valley views. Runaway Bay. 
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540 Book Buyer's Prize 


(20 Consecutive Tickets) — (8 Consecutive Tickets) — Consecutive Tickers) — 
One of which wins First Prize plus a choice of either. One of which wins First Prize plus o choice of either Опе of which wins First Prize plus 









Mercedes Benz 190E valued or $77 000.00 Toyota Land Guiser valued of $44 500 plus $4 000 Ford Telstar GL valued or $49 500. 
OR BMW 320i Convertible valued at $77 000.00 Do 
OR Gruisecraft Executive 800 Cruiser valued OR Mazda 929 Luxury Hardtop valued or $48 500 2nd Prize: 

ot $77 000.00 OR Ford Fairmont Ghio valued ar $31 ООО plus Holden ч 






Astra valued ot $17,500. Total volue $48 500 МЕС Entertainment System with ТУ. Ser. Video 


Recorder, Hi-Fi System, Disc Player 
SCO OR Nissin Exo Sports Coupe valued ar$29 O00 pius on ond co Pars 


%60 Book Buyer's Prize ESER Sa Prze: 


Colour Video Camera valued ot $1 549.00. 





























(12 Consecutive Tickets) — 
One of which wins First Prize plusa choice oteiher 520) Book Buyer's Prize ALB: BOYSTOWN — for the 
ر‎ ARoS Soloon Auto volued У > 
or $62 000.00 (4 Consecutive Tickers) — GOVT % underprivileged 
OR Guise Craft Pursuit 625 ond Trailer valued or One of which wins First Prize plus a choice of either APPROVED 
$50 500 plus о European Holiday (incl. Holden Calois Turbo volued at $36 000. | PERMIT NO. | 
Sooty До France and OR ‚ A9652 / 
рер $62 O00 OO plus Viscoun 428 Corowan valued ot $13 000. All prizes ex 





OR Nissan 300ZX V6 Turbo valued at $62 000.00 OR Toyota Celica 5X valued or $36 000.00 
OR Volvo 240 GL Automatic valued or $36 000. 








A little 
temptation 
for the 
power-hungry 


e COMPAQ DESKPRO 386/20е — a 4 






| In a smaller, compact нп ha fits in more 

thenew COMPAQ DESKPRO 386/206 is a 20- MHz 386 

personal computer built to satisfy the increasingly sophisti- 

cated needs of the professional. 

P The COMPAQ DESKPRO 386/20e delivers extra 
386 power to people whose demanding needs have out- 
grown the capabilities of their 286 PCs. 

With cache memory and exclusive COMPAQ 

-Flexible Advanced Systems (Flex) Architecture, this latest 
COMPAQ innovation runs the world's largest library of 
software 25% faster than non-cache 20-MHz 386-based 

- PCs, and 50% faster than non-cache 16-MHz 386-based 
. chines, 

Not only will it run today’s applications faster, 
its 32-bit design also lets you take advantage of 386 soft- 
ware and multitasking operating systems such as Micro- 
soft? Windows/386, MS® 05/2, XENIX® and UNIX. 

The new COMPAQ DESKPRO 386/20e offers 
you the flexibility to configure it to meet your needs now 

. and to grow as your needs grow. With fixed disk drive 

: options, tape backup options as well as an optional Intel 

3879 or Weitek 3167 coprocessor, its standard one 
megabyte of memory can be expanded to a full 16 
megabytes. 

The COMPAQ DESKPRO 386/20e also has a long 
list of high performance features already built in — VGA 
graphics, support for hard disk drives, interfaces for 






. printers, modem and mouse, and four expansion slots. All 


this in an advanced new design. 

| For people with growing responsibilities, this 
new COMPAQ DESKPRO 386/20e, designed by the 386 
technology leader, is undoubtedly, a move up the power 
Structure. 





< It simply works better. 


. COMPAQ COMPUTER ASIA 


PA i isa trademark of Compaq Computer Corporation. Intel®, intel 486 and intel 387 are trademarks of Intel Corporation: Microsoft M3% XENIX® are trademarks of Microsoft Corporation, MS9 Windy 
i Seperation. Product names mentioned herein may be trademarks and/or registered trademarks of their respective companies. Registered US. Patent and Trademark Office. © TORE Сина рар Compte 









50 Tagore bone, #8104, 





Singapore 2678 

Phone: 4500666, 4599977 
Telex: RS 51054 COASIA 
Fox, 4592453 

HONG KONG 

Microware USA Ltd., : 
Phone:5-A71289 Telex.89586 _ 
INDONESIA 
EMKOM, Jokarta, 
Phone: 021-6000078/85 
Telex: 63651 



























| Computer po ner 


Phone: 3-699271 Teh 

EEKON Enterprises. Ltd., 
Hong Kong, Phone; $-71402 
Telex: 76626 
PHILIPPINES 
Datronics, Manila, Phong. 02» 
8182703 Telex: 292% 
SINGAPORE 
Computer Industries 3i 
Phone: 2255836 Telex: 22 
THAILAND 
Olympia Thoi, Bongkok; 
Phone: 02-2340770 Telex: 2019). 





















WEATHER 


Why La Nina is putting 
the wind up scientists 


By Bob Johnstone in Tokyo 


heatwave in eastern China in June, 

the wettest July on record in Japan, 
catastrophic flooding in Bangladesh in 
August. What caused this extraordinary 
catalogue of inclemency? And is there 
worse to come? 

Scientists have no simple answers to 
these questions: for little is known 
about why our global climate behaves 
the way it does, and even less is known 
about climates in Asia. But the mystery 
behind this summer's abnormal weather 
is now about to be solved: climatologists 
have established that, after an absence 
of over 10 years, La Nina is back. 

La Nina is a quirk of the climate 
characterised by a drop in the tempera- 
ture of the eastern equatorial Pacific 
Ocean off the coast of South America. 
Cooler water there whips up easterly 


trade winds that blow much more vigor- | 


ously than usual, colliding head-on with 
winds coming from the opposite direc- 
tion, and driving masses of warm air 
high up into the atmosphere. There it 
condenses to form clouds, creating a 
very active monsoon in India, plus 
heavy rainfall over Indonesia and east- 
ern Australia. 

La Nina is the sister to the better- 
known phenomenon El Nino, which 
occurs when the easterly trade winds 
suddenly cease, causing a massive surge 
of warm water to flow back across the 
Pacific from Indonesia to Peru. During 
El Nino years, the Indian monsoon is 
typically drier than usual, and there are 
droughts in Indonesia and Australia. 

El Nino (the 
Christ Child) gets its 
name because the 
phenomenon used to 
originate around 
Christmas (recent El 
Ninos havetended to 
begin rather later, 
around March). La 
Nina (the Girl Child) 
is also sometimes 
called Anti-El Nino. 
Once they get start- 
ed, they tend to last 
for around a year. 
The current La Nina 
started in March. 

ЕІ Nino has been 
the focus of exten- 
sive research over 
the past 10 years, 
and scientists find it 
so fascinating be- 











cause it is the only large-scale phenome- 
non in global climate which can be re- 
lied upon to recur at regular intervals. 
By monitoring the El Nino cycle, 
forecasters can predict with a reason- 
able degree of accuracy when the mon- 
soon will start and how active it is likely 
to be. Such accuracy is not possible in 
northern latitudes, for example in the 
US and Europe, where forecasters have 
no such dependable indicators. 
Long-range forecasting of monsoons 
could be very useful in Asia because it 
would give farmers the chance to pre- 


pare ahead of the rains, but little work | 


has been done in Asia to date on how to 
make such predictions. 

Neville Nichols, a scientist at the 
Australian Government's Bureau of 
Meteorology Research Centre in Mel- 
bourne, says this is because "some of 


the Asian meteorological services are | 


not very strong . . . apart from Japan 
and China, the Asian countries don't 
have a lot of resources put into 
meteorological and climatological re- 
search, and even in those two countries, 


it has been a fairly recent phenome- | 


non. 

El Ninos occur roughly once every 
four years. The two most recent ones 
(1983 and 1987) coincided with the hot- 
test years on record, which has led to 
speculation that El Nino is directly re- 
lated to the overall warming of the at- 
mosphere in the past decade. 

At the same time, scientists are shift- 
ing their attention away from relatively 














short-term oscillations like the El Nino 
cycle and are beginning to look more at 
longer-term trends which occur over 
time scales of several decades. The most 
important of these trends is the steady 
increase in global average temperatures 
— over the past century the mean tem- 
perature has risen by perhaps as much 
as 0.7 of a degree centigrade. 

The hottest topic in climate research 
today is to determine whether man is re- 
sponsible for this rise by discharging 
huge amounts of carbon dioxide and 
other gases into the atmosphere, which 

revent the escape of radiation from the 

arth's surface, but allow radiation 
from the sun to pass through. This artifi- 
cially induced warming is commonly 
known as "the greenhouse effect." 

Scientists have been trying to draw 
attention to what some have describ^4 
as "man's inadvertent conduct of 
large-scale geophysical experiment" for 
more than 30 years, the principal com- 
ponent of which has been the burning of 
fossil fuels, principally coal and oil, 
which emit carbon dioxide. 

A report published this month by the 
Royal Institute for International Affairs 
says that developed countries consume 
four-fifths of these fuels, but adds that 
the less-developed countries will be 
most vulnerable to the adverse affects of 
global warming. such as the drying out 
of continental interiors. 





ces and conservationists also 
are pointing to deforestation as 
another possible cause of the 
greenhouse effect. | Deforestation, 
whether caused by rapacious logging 
ractices in the tropical rain forests or 
y forest fires during droughts, is reduc- 
ing the planet's ability to absorb carbon 
dioxide. (Indeed, forest fires are dot 


| destructive because they release ton 


of the gas into the atmosphere.) 

Other gases such as methane — much 
of which is produced 
by the biological ac- 
tivity of bacteria in 
rice paddies — and 
the chloro-fluorocar- 
bons (believed to 
participate in the de- 
struction of the ozone 
layer) also contribute 
significantly to the 
greenhouse effect. 

Recently, several 
scientific groups 
have built computer 
models to try and 
predict the 1опр- 
term effects that 
would result if 
“greenhouse gases” 
continued to ac- 
cumulate in the 
atmosphere at their 
present rate. All 
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, agree that, by the middle of next cen- 
; tury, when the amount of carbon dioxide 
will have doubled from its pre-industrial 
level, the planet will be on average four 
: degrees warmer. 


; In June, the leader of one of these 
groups, James Hansen, of NASA's 
Goddard Institute for Space Studies in 
New York, triggered off a debate when 
he testified in front of the US Senate 
. that the current warming trend was | 
almost certainly caused by the 
greenhouse effect. The fact that he was 
speaking during one of the most severe | 
droughts in recent US history added | 
considerable impact to his message. | 
Most climate researchers, however, 
are reluctant to go all the way with Han- 
sen, though they concede there has 
"been a statistically significant warming 
since the mid-1960s, and that this warm- 
ing is consistent with the predictions of 
the computer models. But they caution 
¿that the mechanisms that cause climatic 
|. anges are still not well understood, 
"arguing that to ascribe the warming to a 
single factor is probably somewhat 
simplistic. It is more likely, they say, to 
be a combination of factors working in | 
the same direction — the greenhouse 
gases being for the moment probably 
only one minor component. 

Hansen's prediction also suffers, as 
he himself admits, 
from the fact that 
the models that 
© his and other 
„groups are using 
are still far from 
perfect. For one 
thing, they give 
“general informa- 








be the warmest year on record unless 
there is a remarkable, improbable cool- 
ing in the remainder of the year." 

This brings us back to La Nina. The 
last La Nina worthy of the name began 
in 1975. The following year, the global 
mean temperature dropped to its cold- 
est level in two decades. If La Nina can 
make the world shiver again, some sci- 
entists wonder, then is it not conceiva- 
ble that it is the phenomenon's absence, 
rather than the greenhouse effect, that 
has been at least partially responsible 
for the global warming of recent years? 

The eastern equatorial Pacific is now 
abnormally cool — two degrees centi- 
grade lower than usual, the coldest since 
1975. This.coolness is the strongest indi- 
cation that La Nina is back. 

But this La Nina has already demon- 
strated herself to be significantly differ- 
ent than her predecessor. For instance, 


| Japanese long-range forecasters were 


embarrassed when the blistering hot 
summer characteristic of La Nina years 
they predicted failed to materialise. 
Japan had three solid months of rain this 
summer. 

What seems to have happened is that 
the abnormally low temperatures in the 
eastern Pacific caused such strong winds 
that convection occurred, not over the 
Philippines as usual, but over the Bay of 
Bengal instead. 
The entire cloud 
circulation pat- 
tern shifted west- 
wards. This, in 
addition to ruin- 
ing Japan's sum- 
mer, caused heavy 
rains in India, a 





tion and do not = 
provide details of what will happen 
to different regions of the world, let 
alone countries. The models are also 
based mainly on measurements of air 
*emserature at sea level, whereas a 
е accurate picture of what is going 
on will need a recording of the tempera- 
ture of the oceans, both at surface level 
and below it. 

That is why scientists have recently 
begun chucking expendable bathyther- 
mographs — the underwater equiva- 
lents of weather balloons — offthe sides 
of ships. But the problem with oceans is 
that they have a much greater capacity 
to absorb heat than the atmosphere — 
their temperature changes slowly, over 
decades as opposed to days. This means 
that taking temperatures of oceans 
could take up to 10 or 20 years. 

In November, an intergovernmental 
anel on climate change will meet in | 
urope under the auspices of the Unit- 

ed Nations Environment Programme 
and the World Meteorological Organi- 
sation to discuss what policies govern- | 
ments should adopt to reduce emissions | 
of greenhouse к By then, it may be 
clear whether Hansen's prediction for | 
1988 was correct. In his presentation to 
the senate, Hansen said that “1988 will 





- | wave of heat se- 
vere enough to kill people in Shanghai 


and floods in Bangladesh, Ethiopia and | 
the Sudan that resulted in billions of | 


dollars worth of damage. 
Climatologists are puzzled as to why 


this year's La Nina has not so far run | 


true to form. Two possible clues are ab- 


normally high temperatures recorded in | 
the Bay of Bengal and a lighter than | 


average snow coveroverthe Tibetan pla- 


teau last winter. There is a close correla- | 


tion between snowfall, sea surface tem- 


peratures and monsoon rainfall. Theless | 
snow, the quickerit melts, the higherthe | 


sea temperature, the more rain falls. 


The forecasters conclude that La | 
Nina cannot be held solely responsible | 
for all the unusual weather. Rather, | 
they reckon that La Nina is interacting | 


with other, longer-term trends. 
For the moment, normal seasonal 
variation seems to have reasserted it- 


self, and conditions throughout the re- | 
gion are now more or less back to nor- | 
mal. However, it will be interesting to | 


see whether this winter fits the La Nina 
pattern of colder than usual weather in 
northern Asian latitudes and an early 
wet season near the equator. But, do 
not be surprised if 
Climatologists certainly will not. 


it does not. | 
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COLONIALISM | 


Memories are | 
a Dutch treat | 


By James Clad n Amsterdam 


ies between the Netherlands and its 

former East Indies colony (now in- 
donesia) hit rock bottom 25 years. ago. 
In 1963, diplomatic links. were cut. off 
and the —"Netherlands-Indonesian 
Union" had sunk into oblivion five 
years after Dutch businesses with a total | 
value of about Guilders 4 bili ih 
now about US$2 billion) were 
the Indonesian Republic. 

Ever so slowly, though, а тек 
of political, trade and cultura 
tween the two has taken place. . 
sumption of Dutch investment in In- 
donesia was the first sign, but the real 
change in attitudes came in the late 
1970s. Obsession over roots and other 
sentimentalism peaked — pasar malams 
(night markets) were held in. Dutch 
cities, while historical programmes оп 
TV and the publication of books on соі. 
onial times have helped revive general 
interest in Indonesia. 

“There has been a veritable flood of 
books dealing with people's 
| experiences, particularly betwee 
45, or telling the story of their return 
Indonesia in recent times and com 
ing the country as it was . . . tothe mod: 
ern Indonesia,” says J. J. P. de Jong, à: 
Dutch Foreign Ministry specialist on Di 
donesia. 

However, the renewed love affair: 
with the East Indies, as the Оса ей. 
their erstwhile colony, owes much of its 
intensity to films designed for the TV 
| and cinema. These include Stille Kracht 
| (The Hidden Force) an adaptation: of 
| the well-known Dutch book of the colos 
| nial era, Max Havelaar, and the more 
| recent TV documentary, Nieuwe Ket 
| ters (The New Heretics), which de 
| scribes the unusual uproar 68 years ago 
| over the so-called "Maritime Plan" to 
| build an East Indies navy. Terug near de 
| Molukken (Back to the Moluccas). is 
| another film dealing with memories of | 
| historical events and their collision with 
contemporary realities. 

The “Moluccan Question,” that 
messy footnote of decolonisation in 
which some Moluccans felt betrayed by 
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| the Dutch inability to deliver on a prom- 
| ise of a separate state, no longer be- 
| devils ties the way it used to. There ate. 
| over 40,000 Mofuccans, often second 
| and third generation migrants, living in 
| the Netherlands. Other Indonesian 
| groups identifying too closely with the 
| former colonial masters, especially 
| from Ambon and northern Sulawesi, 
| have also sought refuge there. 

The Moluccans — close associates of 
the Dutch during their rule in the East 
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hat knows no boundaries. 


Í. rises from nowhere, with mountains 
of glass and steel. Carved from 

the dreams of our Settlers. You can 
feel the power of the Rockies, and 
the sky goes on for miles. Its a 

place where man still has the room 


to breathe. 

Look into our cities and discover us 
We are strong. 

We are free. 


We are Alberta. 


Alberta, strong and free. 


Canada 
Alberta House, Room 1003 1004, 10 Floor, Tower Admiralty 


18 Harcourt Road, Central, Hong Kong, Telephone: (011 
Telex: 802-61961, Telefax: (011) 81-25-298-115 















¢ ¢ Only Canadian National == 
has the flexibility and network qu үти 
to serve all Canadian ports = 
directly, and all western U.S. 
ports through our U.S. 
subsidiary, the Grand Trunk 
Railway — convenient, one- 
company shipping for all of 
Canada. 99 


Don Poirier 
General Sales Manager 
Overseas Markets 


Flexible, efficient distribution 
to all of Canada. 


Shipping gr goods to Canada via 
Canadian National Railways makes 
a lot of sense. For a lot of reasons. 
CN serves every major Canadian 
n with direct ship-to-rail service— 
rince Rupert, Vancouver, Halifax, 
Saint John and Montreal, and an 
integrated efficient network of inter- 


systems for management information 
and container inventory control. 
When it comes to getting your 
shipments into and across Canada, 
we're committed to giving you the 
edge with flexible, cost-efficient 
one-company service. Put us to 
the test soon. 


modal terminals across Canada. For more information contact: 
Through east and west coast T. Kunita 
Canadian ports, we provide Through U.S. west coast ports, Manager, Japan, Korea & Taiwan 
dedicated daily and reliable we provide unrivalled connections ZS Kasumigasek come, Chal 
rl train E i to бе ig er y т до (100) gia 
speeding your shipments to major U.S. railroads, via our Gran е 
markets. Trunk affiliate. — ws 
On the west coast, we operate Shipment tracing is a simple, 
destination trains with specialized fast procedure with CNS world- = Mn 
equipment out of Vancouver, and renowned, sophisticated computer Lo J NJ 


did 


serve a wide variety of specialized system, accessible through TELEX 
commodity terminals that ensure worldwide, as well as TWX in the Canadian National Railways 


proper and prompt handling. U.S. We also provide computer Responding to the Challenge 


CN кетл ошооо include: Tokyo, Hong Kong, Vancouver, Montreal, Halifax, San Francisco, CPI New York, 
ndon, Liverpool, Hamburg, Antwerp, Paris, as well as agencies throughout the world 








Indies — have been an 
especially inward-look- 
ing lot, briefly causing 
concern in the Nether- 
lands during the 1970s 
over a spate of attacks 
and train sieges. This | 
started with an attack by 
some young Moluccans 
on the Indonesian am- 
bassador's residence in 
1970. Then there were 
the railway sieges іп 
Beilin and Amsterdam in 
1975 and acts of ter- 
rorism two years later in 
De Punt and Boven 
Smilde. 

The Republik Maluku 
Selatan (South Moluc- | 





Batavia, a city planned by the Dutch, became Jakarta. 








can Republic — RMS) 
was never officially recognised by the 
Dutch. But the 1975 Wasenaar Agree- 
"ent made possible the repatriation of 

oluccans who have resided in the 
netherlands for a long time, which de 
Jong describes as “a decisive factor in 
re-orienting exiled Moluccans to pre- 
sent-day realities.” 

The Netherlands has long been a 
welcoming host to refugees escaping 
persecution in their own countries. But 
"compassion fatigue" and anti-immi- 
grant feelings are now running high — 
feelings which appear to have had their 
roots in 1984, the year pin-pointed by 
journalists, Foreign Ministry officials 
and businessmen during which Dutch 
attitudes towards refugees drastically 
changed. 

The Netherlands was by then home 
to about 30,000 Sikhs, Kurds and Viet- 
namese refugees, and the arrival of a 
few plane-loads of Tamils seeking to es- 
cape Sri Lanka's deepening chaos all 
but contributed to the growing concern 
over the increasing numbers of ref- 
"nes, apparently well-briefed on the 

ount of welfare benefits they were to 
receive. 

The rapprochement between In- 
donesia and the Netherlands is a result 
of the stepped-up people-to-people 
contact between the two 








Jakarta has been promoting the Dutch 
language. A Seksi Belanda., or Dutch 
studies section, with Dutch funding has 
been operating within the University of 
Indonesia since 1970, and the Royal In- 
stitute for Linguistics and Anthropo- 
logy set up a post in Jakarta in 1971. In 
total, the Netherlands spends over 
US$1.5 million a year on academic ex- 
changes. 

Today, Erasmus Huis, the Dutch 
cultural centre in Jakarta, has reading 


rooms in seven cities in Java and 
Sulawesi. It also runs language 
laboratories and circulates books. 


Scholars are now trying to harmonise 
the Indonesian legal system (almost en- 
tirely written in Dutch) with the custom- 
ary law, or adat, which is widespread in 
the archipelago. 


ympathetic Indonesian academics 

have helped this expansion — which, 
not surprisingly, coincides with a revival 
of Indonesian studies in the Nether- 
lands. "This is a matter of no little sig- 
nificance," de Jong says, "since the 
topic is currently suffering a decline in 
the US and the UK. Only Australia is 
experiencing a boom [in Indonesian 
studies] similar to that in the Nether- 
lands." 





| More Indonesians, 
| especially those working 


in the technical field, are 
| also travelling to the 
| Netherlands, where they 
are bound to discover 
how 'Asian-minded- 
ness" has gripped parts 
| of Dutch cultural life 
| particularly at the 
famous Royal Tropical 
Institute, once à monu- 
ment to the country's so- 


called civilising mission 
in the East Indies 

The institute, which is 
popularly known as 
"KIT" after the letters 
making up its Dutch ac- 





ronym, offers wide 
I range of educational and 
training programmes, from tropical 


medicine and ethno-musicology to trop- 
ical agriculture and education. It 
runs some of Europe's most inventive 
museum programmes, when for 
month at a time it puts aside whole 
floors of its strongly imperial-flavoured 
edifice to be turned into Indian 
or side streets, replete with cooking 
smells similar to those of Shanghai 
During those periods, 
schoolchildren enter the mouth of a dra- 


1150 


опе 


Шареѕ 


parties of 


gon and wander about, before putting 
on appropriate kitchen garb to try cook- 
ing themselves. The exhibits change 


regularly; the same floorspace might 
host a Javanese village, for example, in 
another month 

Inside the building, contemporary 
cross-cultural exhibits with a strong par- 
ticipatory theme carry the day. Outside, 
the building is adorned with a sculpture 
of the high Victorian period, with va- 


rious attributes "Virtue" or “Cour- 
age" — on marble or stone embodi 
ment: stern visaged seamen st out 
of stone eye-sockets. In another 


sculptured pediment, Javanese maidens 
are depicted cheerfully accept the bless- 
ings of Dutch-style civilisation 





countries. Cheaper air 
travel takes between 
50,000 and 60,000 Dutch 
visitors to Indonesia a 
year, both old /ndische 
(White ex-colonials) and 
emigrant Moluccans, 
whom, de Jong says, 
"had long kept to them- 
selves, feeling homesick 
and clinging to all kinds 
of stereotypes." 

The rediscovery of 
the East Indies has also 
had other dimensions. 
Despite the self-evident 








Apart from its unique museum 

| KIT has specialists who id 
| vice to food research 
1 institutes in the Philip 


pines at Los Banos and 
ın Indonesia at Malang 


The institute also reg- 
ularly wins onsult 
ancies for the World 


Bank, International La 


bour Organisation and 
Asian Development 
Bank 

Allin all. a quarter ol 
a century sinc the 
Netherlands relations 


with the East Indies were 
at their lowest ebb, the 
love affair with that part 














ascendancy throughout of Asia it most influ 
the Asian region of the enced has once again re 
English language, the . . captured thé Dutcl 
Netherlands Embassy іп [А Dutch church in Batavia. ] heart п 
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ending International Parcels And Documents UPS Is As Good As Taking Them There Yourself. 


———————M M ——————— M ———Y € ——— 
For further information call Australia: Rohlig Australia Pty Ltd. * Tel. 662-4099 Brunei: Jayapuri (B) Sdn. Bhd. + Tel. (673-2) 20119/23664 China, People's Republic of 
China National Foreign Trade* Tel. 831-2928, 831-3181 Hong Kong: UPS + Tel. 3-345402 Indonesia: PT Global Putra Indonesia» Tel 351424-3805702-343946-356314 

9 Trademark and service mark of United Parcel Service of America, Inc, of USA 
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One By One 


Boos can deliver parcels. But at UPS we bring a unique dedication to this task 
Because while we are usually the most economical, one thing 
that really matters to us is our reputation for being the most trusted 

A trust shared by every one of the Fortune US 500 

We have earned this reputation by performing our simple task with a passion 

By recognising that in our business success is measured one delivery at a time 
# The UPS network now extends throughout Europe 

the Pacific, Australia and North America 
However, even including 600 million addresses in China, 
we cannot claim to be the best known international delivery service. Yet 


But whatever happens, the strength of UPS will always be our service. Not our size 
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United Parcel Service 


As sure as taking it there yourself. 








Japan: ULIPS- Yamato Express Service Co., Ltd. + Tel. Ichikawa (0473) 27-6121 Korea: КАЕ Sinhwa Building * Tel (02) 718-9141/5 Macau: United Parcel Service * Т 
345402 Malaysia: United Parcel Service* Tel. 7335677 New Zealand: FLI CARGO (N Z) Ltd * Tel. (09) 275-4009 Papua New Guinea: RLC Robert Laurie Pty 
Ltd * Tel. 675 251511 Philippines: DelBros, Inc * Tel 472241 Singapore: UPS • Tel. 289-1111 Taiwan: UPS * Tel 7170580 Thailand: LIPS * Те! 258 006 3 


AVIATION 


Out of thin Air 


Beyond Lion Rock — The Sto 
Hutchison , London. £14.95 (US$26.37). 


Tom can be few company histories 
that a reviewer to say: once I started 
it, Icould not put it down. This certainly 
can be said of Gavin Young's latest 
work. 

Part of the reason is the way it has 
been written. Young is a much-travelled 
and adventurous foreign correspondent 
and the author of, among other books, 
two splendid offbeat works about sea 
travel, Slow Boats to China and Slow 
Boats Home. He has concentrated on 

ople, drawing out the personalities 
involved behind corporate alliances or 
battles instead of merely listing a dry se- 
quence of events. 

Another part is that Young was ini- 
tially reluctant to write the book — he 
had to be persuaded by the Swire family 
which controls Cathay, and which then 
gave him open access to virtually all 
their old files. And then, the Swires ap- 
parently exercised no — or very little — 
censorship, resulting in an honest pre- 
sentation of many of the scandals, in- 
trigues, almost fatal hesitations and mis- 
takes as well as triumphs in the Hong- 
kong-based airline's 42-year history. 

athay is now a major-league airline 
in world terms but, as Young says: “. . . 
it started as a freewheeling outfit in an 
age more swashbuckling than our own, 
and the tensions, disasters and triumphs 
that accompanied its transition add up 
to a wonderful adventure." 

It all started, as Young describes, 
with the dreams of a China-trade em- 

ire espoused by Cathay's founding 
athers, American Roy Farrell and Aus- 
tralian Sydney de Kantzow, when both 
were transport pilots in the "Hump" 
flights from Calcutta to Dinjan and 
Kunming during World War II. Just 
after the war, Farrell bought one mili- 
tary surplus C47 and began cargo char- 
ter flights between China and Australia, 
based in Shanghai, with de Kantzow 
joining in a few weeks later. 

Meanwhile, the Swire Group, long 
established in Asia, had been thinking 
about getting into "Air," as its leaders 
termed it. The war interrupted these 
thoughts, but in 1947, still rebuilding 
Swires’ war-shattered Asian shipping 
and trading empire, Jock Swire began 
considering Farrell's airborne tramping 
pow by then relocated to Hong- 

ong. 
ventually, Swires and the two origi- 
nal pioneers formed the company which 
became today's Cathay. But there was 
no instant success. Young describes 
with great sensitivity the struggles to 


- 


of Cathay Pacific Airways by Gavin Young. 


transform it from a tiny cargo operator 
into a still small but respected passenger 
airline with scheduled services, or the 
occasional Swire Group soul-searching 
which — until stubbornness took over 
— almost let the airline go. 

It was not until Cathay entered the 
jet age in 1963 that the real rewards 
began to flow in, and not until 1967 that 
it had an all-jet fleet, with its first wide- 
bodied airliner arriving in 1975. 

Two linked vignettes stand out from 
these later years. First is that Cathay al- 
most bought the McDonnell Douglas 
DC10, but last-minute pressure from 
the British Government in 1974 per- 
suaded the company to switch to the 


Farrell (left) on Cathay's inaugural flight. 


Lockheed L1011 TriStar, at that time in 
trouble because of a lack of orders. The 
argument which prevailed was that, 
given two virtually equal aircraft so far 
as Cathay was concerned, patriotism (to 
help Britain's Rolls-Royce, maker of 
the TriStar's engines) would not hurt 
the company and would be remembered 
in London's corridors of power. 

Of itself, the switch avoided Cathay 
being caught up in the commercially 
disastrous aftermath of the DCIO's 
tragic accidents later in 1974 and 1979 
which shook public confidence in the 
aircraft. But it brought about an ig- 
nominious end to the career of the then 
director of flight operations for accept- 
ing a Lockheed bribe to persuade other 
Asian airlinesto buy TriStars (none did). 

But, in 1979-80, when Cathay was 








trying to obtain permission to open a 
route with Boeing 747s to London, then 
a British пие (BA) monopoly, the 
company found that London officials 
apparently had short memories. Lon- 
don officials turned down Cathay's ap- 
plication, but d а request from 
Gatwick-based British Caledonian Air- 
ways (BCal) with DC10s. 

A message from Swires in London to 
Cathay in Hongkong put the position 
explicitly: “We have now reached the 
ludicrous situation where the UK, hav- 
ing leaned on Cathay to prevent it buy- 
ing the DC10, is now proposing to richly 
reward BCal for having done so." 

The matter was not resolved until the 
independent-minded minister for trade 
at the time, John Nott, decided that all 
the applicants should be allowed on the 
route. The rest is history in more wz 
than one: Cathay eventually pulled 
more traffic on its London route than 
any other airline, and was voted airline 
of the year in 1987 by the respected 
trade magazine Air Transport 
World. 

Young is fairly non-committal 
about Cathay's post-1997 future, 
merely noting the 12.5% 
shareholding bought by China's 
main commercial arm, the China 
International Trade and Invest- 
ment Corp. and underlining the 
Swires' cautious belief in Hong- 
kong's sound future — and with 
it, that of the airline. 

But while it is fair enough for 
Young not to have indulged in 
idle speculation, the book has a 
few glaring omissions with re- 
spect to Cathay's immediate past 
few years, all of which relate to 
its future. First is the emergence 
in 1985 of another Hongkong 
line, Dragonair, supported  . 
some factions within China's of- 
ficialdom but with so far futile 
ambitions of knocking Cathay 
from the pedestal upon which the 
travelling public has placed it. 

Cathay's battles with Dragonair in 
route-applications hearings have been 
consistently good theatre. These battles 
forced Hongkong to set up an official 
airline policy, often described as the one 
route, one airline policy. The policy is 
not so inflexible, but the fact that it was 
established by a former head of Cathay 
— Sir John Bremridge — and the media 
heat this enabled Dragonair to gene- 
rate, required Cathay's point of view 
being set out. 

Other omissions are Cathay's 1986 
share flotation and its hiring of Hong- 
kong Chinese pilot-trainees for the first 
time last year. However, none of these 
omissions detract from the delight of 
Young’s unusual and entertaining treat- 
ment of Cathay’s lively history. 

— Michael Westlake 
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» Тһе 1988 China Phone Book & | 
Business Directory: July - December Edition. 
completely revised and — 

















July - December Edition 





e Completely updated listings 
* Unique classified pages 
* Designed for maximum usefulness b 
* Lists all foreign companies and joint ventures “ 
* Useful selection of Chinese firms j 
* Categorized by major industry groups 
* New compact page layout 
* Indexed for easy use | 
* Good for travel or office reference | 
+ Names and addresses in both English and Chinese 


Designed for Maximum Usefulness 


This directory is a comprehensive listing from our own China database of all 

















relevant companies in China of interest to the businessman or tourist: 
specifically intended to give you easy access to its contents through a 
designed, computer generated classification and indexing system. Irrelevant 
and unnecessary information has been eliminated to reduce bulk and allow 










The only bilingual 







In order to maintain CPB's accuracy and time- 
liness CPB is published twice each year, cover- 
ing Spring/Summer (available January — June) 
and Autumn/Winter, (available July — Decem- 
ber). 


iven the frequency with which changes take 
,-ace in China amongst both the domestic and 
foreign business and banking communities, the 
semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 
and accurate listings available anywhere, of the 
most important contacts in China. 
















You can save 15% off the combined price by 
ordering both the current Autumn/Winter and 
the Spring/Summer editions now. Available in 
January '89 the Spring/Summer edition will be 
sent to you automatically the moment it becomes 
available if you order both now. 


Not only will you have the most up to date busi- 
ness listings in China at your fingertips .. . but 
you'll save money at the same time. 














The China Phone Book Co. Ltd is a wholly owned UN 
subsidiary of Review Publishing Company Li- Сена ——————————— Emp Date 

mited, Publisher of the Far Eastern Economic Signature: donne Le EI LoT PEL ee ка E 
Ё Review, Asia's leading publication. 





Telephone Directory for са 
China publishe d you e cien Ee ‚ | 
semi-annually | The Classified Page Section 





The China Phone Book includes a Classified Page Section covering major ci jes 


accessible information on China services, accommodations, travel, et 
ified listings include: 
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Our database is constantly updated to bring you ie [Please print in Black Letters) ї 
the latest listings you need, when you need Gompanys ume enc и ele LE LLL LLL LB i 
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* Business Services 
* Shipping Companies 


ORDER YOUR COPIES NOW! 


* Computer Services 
* And many other business Categories 


To: The China Phone Book Co Ltd, GPO Box 11581, Hong Kong 
Please rush me copy/copies of the China Phone Book as indicated: 








Tel: 


C] China Phone Book 1988, Autumn/Winter Edition 
Price: Hong Kong: HK$375, Elsewhere: US$62 inclusive обата postage 
No. of copies: 
Û] China Phone Book 1988, Autumn/Winter and 1989 Spring/Summer Editions combined. © 
set at 15% savings. Send Autumn/Winter Edition immediately and Spring/Summer 89 - 
Edition immediately upon publication in January. 
Price: Hong Kong: НКЎ638, Elsewhere: US8105 (inclusive of айтын! postage. 














No. of sets: UR дыр ннн ШЫ. 
1988/89 Editions E Тепсїозе n. in payment. thereof (cheque payable to The China Phot 
Autumn/Winter — July ~ December '88 Book Co Líd) 
Spring/Summer — January ~ June '89 C [prefer you charge uomi to my credit card (fick one) 


[J] American Express 1) Diners Club С) Master Card 








What do we 
keep on 


doing right? 


When the world went travelling in 1987, Holiday Inn was 
their first choice as the right place to stay. In fact, last year we 
sold over 76 million room nights in over 1,590 Holiday Inns 
worldwide. More than any other hotel chain. 

Holiday Inn commands the prime location for business and 
leisure in every corner of Asia and the Pacific. And our guests 
keep choosing Holiday Inn because they find a consistent high 
standard of comfort and service, at truly affordable prices. 

The world keeps telling us why it comes to our door and 
we'll keep on doing those things right. 

— — LOCATION * COMFORT « VALUE —— 


TheWorlds First Choice 


A Hotidoy Sw. 


For further information and reservations: 


Contact your travel agent, any Holiday Inn (worldwide) or our Regional Sales Office, c/o Holiday Inn 
Harbour View Hong Kong, TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong 
Tel: 37215161. Telex: HX38670. Cable: INNVIEW. Fax: 3695672 

33 Holiday Inn hotels in Asia-Pacific: Bangalore * Beijing * Bombay + Colombo + Dalian + 
Damai Beach Malaysia + Guilin * Hong Kong * Islamabad + Johor Bahru + Kanazawa + 
Karachi * Kuala Lumpur + Kuching + Kyoto * Lhasa + Manila + Nagasaki + Narita + New Delhi * 
Osaka + Penang + Phuket * Queenstown New Zealand + Singapore * Sydney * Tokyo - 
Toyohashi • Xian * Yokohama 





“Look after this 
planet, it’s the only 
one we have” 


A personal message 
from НЕН The Duke of Edinburgh, 
WWE International President. 


Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species. 
The destruction of tropical forests. 
All these have been headline news 
for many years. 

But they're only the tip ofan 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever 
growing human population 

This hammering is cumulative 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction 

Our life-support system 

All life on earth is inter- 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans. 

This natural system is our life- 
support system, and if we damage 
any part ofit we are putting our 
own survival at risk. 

The purpose of WWF - the 
World Wide Fund for Nature – and 
all the other nature conservation 
bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health of our 
planet, itis the only one we have 


Write for further information to 
WWE International, CH-1196 


WWE 
World Wide Fund For Nature 
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Actually, they re all 
Australian bankers. 

Or more to the point, they're 
all international bankers 
working for National 
Australia Bank. 

As Australia's fastest 
growing international bank, 
our global representation 
now includes twelve 
Asia/Pacific countries. Our 
managers in Asia all have 
extensive experience in the 


n, Reput 








Head Office: Melbourne, Telex 30241 NATAU 
NATAUS. New Zealand, (National Austra 
Taiwan, Republic of China, Telex 29944 NATAUTPE پت و‎ Tele 
Indonesia, Telex 44749 NATAUS. People's Republic of China, Telex 2: 

Telex 22166 BANK SP. Other Global — A United States of America 


Bank, Northern Bank), Republic of Irelar 











markets in which they with over 
operate. And they combine experiet nd 
that local understanding the world's toy 
with a thorough knowledge assets, has both t 
of international financial expertise and tl 
matters — particularly in to meet a 
dealing with Australia and requirements. ] 
New Zealand. Australian bank: 
NationalAustraliaBank, offices listed I 
N | Australia ¥ Bank 
ии usfralia an 
eem d TOM Telex 75315 NATHK Singapore, Telex 83 NA ГА ]арап, 
iia Bank ) Limited), Te МАТА! JS ae of Korea, 
5. Thailand, Te 


i Papua New Guinea, I 


nal Irish Bank), Federal Republic of Germany 





Brunei 

Jati Transport Sdn. Bhd 
Bandar Seri Begawan 2606 
Darussalam 

Tel. 02-41 763 


Hong Kong 

Zung Fu Company Ltd 
Bonaventure House 
Leighton Roac 

Tel. 5-8957288 


Indonesia 

Р.Т. Star Motors Indonesia 
Jl. Let. Jen. S. Parman 79B. 
Slipi, Jakarta 10001 

Tel. 021-593721 


Japan 

Mercedes-Benz Japan Co. Ltd 
SVAX TT Bldg., 3-11-15 Toranomon 
Minato-ku 

Tokyo 105 Japan 

Tel. 03-578-3270 


Korea 

Han Sung Motor Co. Ltd 
Kyungseo Building 
514-10 Shinsa Dong 
Kangnam-Ku, Seoul 

Tel. 02-548-3421 








Malaysia 

Cycle & Carriage Bintang Berhad 
Lot 9, Jalan 219 

Federal Highway 

46100 Petaling Jaya 

Tel. 03-7572422 


Commercial Motors Corporation Cycle & Carriage Co. Industries 
Mercedes Ave, San Miguel 
Makati, Metro Manila 1299 





Pride of ownership is exceeded | 
only by the pleasure of driving. 





No other car arouses the same passionate pride of 
peers This feeling grows and flourishes in every 
ercedes-Benz owner because of the extraordinary qualities 
of the car itself. 
Consider the car, and it is a very easy emotion to 
understand. | 


Object of desire 

Every new Mercedes-Benz is a technological maste: 
piece embodying the highest standards of automotive 
engineering in the world. It is a desirable object of aesthetic 
beauty, and at the same time a phenomenal performer on 
the road. No other car is recognized so universally as a 
symbol of absolute excellence. Or bestows on the owne: 
such immediate and undeniable status. Or has a heritage 
of one hundred years of design and engineering genius 

To own a Mercedes-Benz is to reach a very special stage 
in life. But as every Mercedes-Benz owner knows, the 
greatest pleasure of owning the car is a much more personal 
experience. 


The real passion 

Take a Mercedes-Benz onto a good highway and put it 
through its paces. You'll soon get the feeling. 

Unleash the muscular, silk-smooth strength of the 
engine and revel in the exhilaration of perfectly controlled 
power. Snake through a tight turn n rejoice in the 
immaculate roadholding and supple, effortless handling. 
Experience the ride that Car and Driver magazine called 
"nothing short of magical". 

Built by perfectionists for connoisseurs, the Mercedes 
Benz is a car of legendary quality, the most advanced 
technology, ultimate luxury and awesome prowess. 


Owning one is a matter of pride. Driving one is a 
passion. 


MERCEDES-BENZ 


The unforgettable ех 


Singapore Taiwan Thailand 
Capital Motors Inc 


(1986) Pte Limited 53 Nan Kang Road, Sec. 3 Building No. 3 

241, Alexandra Road Taipei Rachadamnoen 
Singapore 0315 Tel. 02-7826123 Bangkok 

Tel. 4733122 Tel. 02-2228143 


Thonburi Phanich С, 


Lid 


Avenue 


On-time again. 


Whether they're on 
pleasure or business, 
passengers demand 
on-time performance 
from their airlines. 


And they're getting it from CFM56- 
powered aircraft. While building 
up over 8,000,000 flight hours, 

the engine has set an on-time de- 
parture record that's consistently 
over 99.996. 


That's because the CFM56 is tops 
in reliability. It’s also demonstratin 
the low maintenance that can add 
up to more than $1 million of sav- 
ings per engine in the first five 
years alone. 


The CFM56: With passengers, it 
means on-time performance. With 
airlines, that means good business. 


cfm О international 








AGRICULTURE 





Living off the land 


Int 


rated Agriculture-aquaculture in South China: The dike-pond system of 


the Zhujiang Delta by Kenneth Ruddle and Gongfu Zhong. Cambridge University 


Press. £27.50 (US$46.25). 


Az farmers have long practised an 
intensive mixed farming system dif- 
ferent from the West, mainly based on 
utilising the waste from one activity as 
nutrition or manure for another in an 
ecologically closed cycle. One of this 
system's most developed forms is the 
dike and fish-pond culture of the 
Zhujiang (Pearl) River delta in south- 
ern China. 

In this book, Kenneth Ruddle and 
Gongfu Zhong give a fascinating ac- 
count of this farming system and explain 
everything about integrated Chinese 

riculture. For nearly 1,000 years, 

linese farmers of the Pearl delta have 
laboured to turn the swamps of old into 
the present-day patchwork of rice 
paddy fields and the dike-pond system, 
which has become the key to the delta's 
huge output of freshwater 
fish, vegetables, sugar and 
silk. 

The fundamental concept 
underlying highly intensive 


and integrated — aquacul- 
ture-agriculture farming 
systems 15 that outputs 


of a subsystem become in- 
puts for another. But, as 
Ruddle and Zhong note: 
"Integrated systems of ag- 
riculture and aquaculture 
are not well known scien- 
tifically. In particular, lit- 
tle is known of the tech- 
niques апа technologies 
used, and data on the levels 
productivity and farm 








— 


economy are seriously deficient." 

So, they set out to remedy this 
through a detailed case study of the 
Pearl delta dike-pond system. Research 
was conducted in the Leliu commune of 
Shunde county, in the central delta, 
under the joint sponsorship of the UN 
University of Tokyo and the Chinese 
Academy of Sciences from 1980-83 
(some data was updated in 1985). In this 
commune, 91% of land has been de- 
voted to the dike-pond system and no 
rice was grown. 

The dike-pond system has two main 
subsystems: the fish ponds and the 
dikes, on which are grown vegetables, 
sugarcane and mulberry trees which 
support silkworms. The ponds, with 
their high manure level and well-fed 
fish, not only have good yields but also 





produce nutrient-rich mud, the main 
fertiliser of the crop dikes. Grass grown 
on the dikes provide food for the fish 
and vegetables intended for home con- 
sumption as well as the local market; 
waste from sugarcane, unconsumed 
mulberry leaves and pig waste are all re- 
turned to the pond as food for the fish. 
Perhaps of most interest to agricul- 
tural economists and agronomists, how- 
ever, is the authors’ micro-level analysis 
of the feed inputs, flow of energy and la- 
bour time in the growing cycle of the 
dike-pond system. As an example, the 
authors say, the silkworms consume 
75% of mulberry leaves fed to them. 
The remaining leaf debris, along with 
the silkworm excrement, is dumped into 


| the pond. This waste, the authors calcu- 


late, is equal to 66% of the total energy 
supplied to the silkworms from the mul- 
berry leaves. This, in turn, is equivalent 
to 14% of the total energy input of the 
pond fish. 

Ruddle and Zhong conclude that the 
dike-pond system can bring substantial 
benefits to economically unproductive 
wetlands, but add that its dissemination 
in other parts of Asia faces two major 
obstacles. The first is the 





TH RARUS 


Patchwork of rice paddies: integrated system. 





widespread pum perum in- 
surmountable cultural obsta- 
cle to the use of human and 
animal waste. The other is 
the vested political and in- 
dustrial interests tied up 
with modern hi-tech rice 
farming — organic non-toxic 
alternatives must be found to 
herbicides, pesticides and 
other chemical inputs if fish 
and other aquatic organisms 
are to be raised in an in- 
tegrated environment. In all, 
their book is a must to 
students of East and South- 
east Asian agriculture. 

— Stephen Morgan 


ASHLEY WRIGHT 
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of South Korea’s new affluence, and part is the tale of one 
woman’s struggle with fate. 


The tale of Yongsu's Mother, a Shaman that Kendall had 















A spell-spinner's secrets 


The Life and Hard Times of a Korean Shaman by Laurel 
Kendall. University of Hawaii Press, Honolulu. No price 
given. 


03 of the riddles of South Korea is how such a homo- 
geneous and seemingly inflexible culture can embrace a 
powerful, evangelical Christianity, an overbearing Con- 
fucianism and a pallid Buddhism. Shamanism, which, ac- 
cording to its followers, is thought to influence the good and 
evil in life and, hence, could be applied to similar religions, 
provides part of the answer; for its superstitious mysticism is 
rife throughout the culture. 

Laurel Kendall has now made a remarkable contribution 
to the understanding of Shamanism with a book concentrat- 
ing on one Shaman (spiritualist), known as Yongsu's 
Mother. Part of this work is a magical and often poetic ac- 
count of the Shamanistic spirits that lurk behind the facade 
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worked with in the past, is riveting. Her stories provide a 
window into the strange spiritual world of mountain gods, 

Buddhas and healing waters — a world of pilgrim- 
ages to hillside temples and elaborate ritual ablutions. 

But the story of Yongsu’s Mother is also the story of 
South Korea in transition. It is the partly mythical story of 
the violent war-torn years of the Korean War and the pain- 
ful, slow rebuilding that took place after. The world of this 
particular Shaman is, above all, a domestic one — a 
frightening world of an adulterous, violent father who beats 
his daughter for having the temerity to go to school, and of a 
drunken, lying husband and his ungrateful stepchildren. 

In winning the Shaman’s consent to write this book, Ken- 
dall promises that foreigners will find the tales “as interest- 
ing as a novel.” And, thanks to the Shaman’s gifted storytelling 
and Kendall’s strong prose, the book does at times read like 
a work of fiction. Yet, it is far more than this. It is an an- 

's illuminating reflection on the limits of oral his- 
tory and the power of tales to seduce listeners. — Mark Clifford 

































































Seoul looks for a rescue plan for Daewoo Shipbuilding 


All hands to the pumps 


By Mark Clifford in Seoul 
AAJ orsening financial troubles at 
Daewoo Shipbuilding & Heavy 
Machinery (DSHM) have forced the 
South Korean Government to consider 
a bail-out for the troubled firm. Alter- 
natives include forcing the nation's 
second-largest shipbuilder into bank- 
ruptcy; transferring ownership to a 
state-owned company with larger finan- 
cial resources than Daewoo, or a large 
capital infusion for the company. 

“Daewoo [Shipbuilding] is in trou- 
| ble," said deputy prime minister and 
|- minister of the Economic Planning 
|. Board Rha Woong Bae. “This is one of 
the big headaches" for policymakers, he 
added in an interview with the REVIEW. 
| All the alternatives are unpalatable 
|. for the administration of President Roh 
Tae Woo, which has pledged to stop the 
practice of forced mergers of troubled 
companies. Under former president 
Chun Doo Hwan, the government se- 
cretly arranged massive corporate re- 
structurings, with generous grace 
| periods on loan repayments for new 

j|. owners of troubled companies. 
'* DSHM, which is part of one of South 


|" Korea's largest business groups, is sad- 


dled with Won 1.4 trillion (US$2 bil- 
lion) in debt and interest payments of 
Won 300 million a day. A massive Won 
4: 924 billion of the company's debts fall 
4. -due this year, according to the 1987 ba- 


1 lance-shéet. Last year, DSHM lost Won 


69.4 billion on sales of Won 513.9 bil- 
lion. 

Prospects for this year are dismal, 
“| with turnover expected to drop more 
.| than 10% to Won 458 billion. Yet work- 
ers struck for more than a 50% wage in- 
‘crease in this year's spring wage negoti- 
ations and DSHM eventually agreed to 
a 19% increase. "The shipyard cannot 
Бе closed," predicts a union activist 
"who. has advised Daewoo shipyard 
Workers. 
DSHNM's financial crunch has grown 
more. severe because of а continuing 
-Weakness in the world shipbuilding mar- 
ket and the decreased: competitiveness 
of South. Korean shipbuilders. Wage in- 
creases and а 20% appreciation in the 
won have pushed-unit labour costs up 
тоте than 50%.in US.dollar terms since 

the beginning of 1987. 

Japanese. shipbuilders report that 
hey are beginning to win back business 
rom.their South Korean. competitors. 
et the union representative says work- 
ers have “no responsibility to the com- 
pany.^ He said management was solely 
» blame for financial difficulties be- 











28! 


cause it had signed underpriced ship- 
building contracts. 

DSHM is asking the government- 
owned Korea Development 
which is the company's major lender, to 


convert as much as Won 120 billion of | 


debt into equity. This would improve 
the company's financial position by re- 
ducing the debt servicing load and low- 
ering its gearing ratio. The bank already 
owns 3396 of the shipbuilder; the re- 
mainder is held by Daewoo group com- 
panies. 

DSHM is backing up its claim by 
threatening to file a Won 120 billion 


| claim with the Korea Export-Import 


Bank. The bank guaranteed the financ- 
ing on ships built by DSHM for US 


| Lines, which went bankrupt at the end | 


of 1986. The bank has only Won 30 bil- 
lion in reserves, according to govern- 
ment officials, and DSHM has been 
quietly trying to negotiate the debt-for- 
equity conversion in return for not 
pressing its claim against the state- 
owned bank. But government officials 
fear that bailing out DSHM would not 
solve the company's problems and 


Bank, | 





would send the wrong signals to man- 
agement and labour. 

Policymakers and senior govern- 
ment officials are now talking more 
bluntly about the possibility of forcing 
DSHM into bankruptcy, but it is un- 
likely that this is more than an empty, 
frustrated threat. The political conse- 
quences of forcing the bankruptcy of a 
company that employs 14,000 on iso- 
lated Koje Island, just off the country's 
southern coast, are reason enough for 
pause. But because other Daewoo cor 
panies have guaranteed the shipbuil 
ing subsidiarys debt, a bankruptcy 
would endanger other companies in the 
group as well. 


66 Fo the long term, the best solution 

would be to close the shipyard,” 
says a government official. “But then 
the whole Daewoo group would go 
bankrupt.” Officials add that they have 
studied the possibility of converting the 
shipyard site to a petrochemical facility 
or a factory for car components. But, 
given the financial difficulties of the 
shipbuilding company, that solution 


BANKING 


No more coddling 


Indonesia opens up banking sector to competition 


By Jonathan Friedland in Jakarta 


n one fell swoop, Indonesian au- 

thorities on 27 October opened up to 
the real world of cut-thoat competition 
a banking sector long coddled and 
swathed in restrictive and distorting reg- 
ulations. 

The unexpectedly ambitious deregu- 
lation package removes many of the ad- 
vantages enjoyed by the country's pow- 
erful state banks and puts limits on what 
private banks can lend to the large busi- 
ness groups to which most of them be- 
long. Also central to its 47 interlocking 
decrees are measures aimed at sparking 
development of Jakarta’s moribund 
stockmarket. 

The package was immediately 
lauded by domestic and foreign private 
bankers in Jakarta and is expected to 


| appease key aid donors such as the 
| World Bank. If the reforms are well im- 


plemented, they will have a significant 


| impact on Indonesia's financial system 


and help to spur foreign investment, 


| 


| 


i 





said a senior US banker. He added 
that, despite still high bureaucratic and 
legal costs, Indonesian interest rates — 
now the highest in Asia — could be re- 
duced as transaction costs fall in the face 


| of heightened competition. 


The financial reforms are the first of 
three such “mini-packages” designed to 
free up Indonesia s still tightly restricted 
and inefficient economy. The remain- 
der, to effect industry, trade and invest- 
ment and state enterprises, will be an- 
nounced by the end of November, ac- 
cording to Coordinating Minister for 
the Economy, Finance, Industry and 
Development Radius Prawiro. The first 
part of what he calls his "Creative Re- 
form Package of 1988" is aimed not only 


| at improving banking competition and 


encouraging the equity market, but also 
at mobilising domestic savings, boosting 
non-oil exports and improving the effec- 
tiveness of Bank Indonesia (BI) mone- 
tary policy. 


FINANCE | | 
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"iso appears impractical 
without massive government 
"assistance. 

Policymakers say they are 
trying to find a solution that 
would save DSHM from 
bankruptcy, but would exact 
a price from the company. 
One idea being seriously 
considered is to force the 
Daewoo group to give the 
government equity in some 
of its profitable subsidiaries, 
such as Daewoo Securities. 
Senior policymakers com- 
plain that companies expect 
government assistance when 
they are failing, but do not 
want to give the government 
anything whey they succeed. 

However, taking a pass- 
ive equity stake in DSHM 
and Daewoo Securities may 











dache' for policymakers. 





to Park 
chairman 
wants to 
steelmak- 


tions, referring 
Tae Chun, the 
of Posco, who 
diversify the 
er. 

The situation is further 
complicated by Daewoo's 
close political connections 
with the government during 
the tenure of former presi- 
dents Chun and Park Chung 
Hee. Daewoo chairman 
Kim Woo Choong, who as- 
sumed direct management 
control of the shipyard last 
November, originally took 
over the shipyard at the in- 
sistence of former president 
Park. 

“Kim Woo Choong can- 
not escape responsibility for 
his political adventurism,” 
says Hwang Byung Tai, na- 





t be a high enough price. 

теп the US Government bailed out 
Chrysler, it demanded representation on 
the board of directors as well as equity 
warrants. But that kind of more direct 
management control would run counter 
to the current direction of South Korean 
economic policy, which is to allow 
businesses greater freedom from politi- 
cal and governmental control. 

“The government will not become 
the caretaker of the mismanaged corpo- 
rations in the future,” says deputy prime 
minister Rha. However, he added that 
there may be “one or two excep- 
tions” to this rule. In an interview, 





the nation's chief economic policy- 
maker pointedly left open the possi- 
bility that DSHM could be one of the 
exceptions. 


overnment officials have asked 

both Posco, the huge state-owned 
steel company, and Kepco, the state- 
owned electricity corporation, to take 
over the shipyard. Both have refused, 
but officials are continuing to put pres- 
sure on Posco to reconsider its decision. 
"Gen. Park wants an auto factory, not a 
shipyard," said a government official 
who has been involved in the negotia- 


tional assemblyman and 
chief policymaker for the opposition 
Reunification Democratic Party 

Byung wants any assistance to 
Daewoo or other financially strapped 
companies to be arrived at through con- 
sultation with the national assembly. “It 
is desirable to have consultations with 
opposition parties in order not to repeat 
past mistakes.” 

Daewoo's ey Leve on the situ- 
ation was brief. "We have been putting 
more emphasis on iie the overall 
management of Daewoo Shipbuilding 
and it is not the right time to comment," 
said a company spokesman 





In a major change, the New Order 
government will now allow state-owned 
enterprises, such as oil giant Pertamina, 
to shift up to 50% of their deposits from 


state-owned to private banks. At the 
same time, the government is seeking to 
' ' ter these sometimes free-wheeling 

ite institutions by forcing them to 
raise minimum levels of paid-up capital 
and to limit the loans they can make to 
individuals or groups of borrowers, in- 
cluding bank directors. Further, both 
the domestic and 11 foreign banks now 
licensed and having a sound two-year 
track record may open expanded 
branch networks, with the foreign 
banks being allowed for the first 
time out of Jakarta to six key 
urban markets. 

The government also indi- 
cated that it would streamline 
laborious procedures that have 
prevented many banks from at- 
taining foreign-exchange li- 
cences as well as offering a 
wider range of services to their 
customers. And, it announced 
that for the first time in 15 
years, BI will entertain full 
banking applications from the 
60 or so foreign banks with 
representative offices іп 
Jakarta, provided they team up 





with one or more local lenders in joint 
ventures with a stiff minimum capital re- 
quirement of Rps 50 billion (US$29.41 
million). 


* AN е believe the reforms plan Indo- 
nesia at the forefront of modern 


banking law — measured by openness, | 


dynamism, competition and, of course, 
in safeguarding of the public in- 


terest," said Finance Minister Johannes 
Sumarlin, a key architect of the 
package. 


In a bid to encourage the develop- 
ment of the country’s Rps 183.3 billion 
capitalised equity market, the govern- 


ment also modified its policy of tax dis- 
crimination against share dividends. 
From 14 November, a 15% withholding 
tax will be placed on interest earned 
from time deposits, the place where 
most Indonesians have traditionally 
kept their savings. The flat 15% is still 
likely to be less of a tax burden in most 
cases than the rates applicable to di- 
vidend earnings, which are combined 
with total personal income and taxed on 
a progressive basis. 

While analysts said this is a good first 
step in invigorating an equity market 
whose turnover stood at a meagre Rps 
5.99 billion for the first nine months of 


OUTSTANDING RUPIAH TIME 
DEPOSITS* AT ALL BANKS 


banks 
39 
61 
82 
131 





REVIEWTABLE by Samy Lee 
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; they noted that a number of other 
measures must be taken belore the 
Jakarta stockmarket takes. off. Chief 
among these are a broadening of the 
number of listings from the current 24 
and an education effort aimed at both 
potential investors and at Indonesian 
private companies, many of which are 
averse to sharing equity and informa- 
tion with the public. Sumarlin hinted 
that equity-market development would 
be further encouraged by the mini- 
package on state enterprises, which is 
expected to call for the partial privatisa- 
tion of several companies. 

Authorities said that they were con- 


fident that the withholding tax on de- | 


posits would not result in capital flight, a 
position cautiously echoed by bankers, 
who believe that most sophisticated In- 


donesian savers — those whose sudden | 


withdrawals could affect the financial 
г system. — already keep a substantial 
«4o portion of their funds offshore. 
; To strengthen the instruments at its 
„disposal if there is another run on the 
-rupiah, BI announced improvements in 
the scope and flexibility of its money 
"market securties (SBPU) and Bank In- 
donesia Certificates (SBI) as part of the 
package. To cushion the impact on bank 
profits as the reforms are digested and 
to free up more loan money, the govern- 
ment also reduced mandatory minimum 
bank-reserve requirements from 15% 
to 2% of total deposits and savings. 





. BUDGETS 





Bankers said that they expect the big 
winners in the shuffle to be the stronger 
domestic private banks, such. as Bank 
Central Asia (BCA) and Bank Niaga, 
whose asset growth before the reforms 
already substantially outstripped that of 
the state banks. A few of the truly sound 
non-foreign exchange banks are also 
tipped to improve business as they win 
long-denied licences to handle trade-re- 
lated transactions. Also expected to 
profit are the handful of the licensed 


foreign banks that have been aggressive | 


in seeking Indonesian capital, notably 
Citibank and Bank of Tokyo. 


ll of the private banks — big and 
small, foreign and domestic — are 
expected to scramble aggressively to 
pick up the Rps 5,000 billion now availa- 
ble by seeking favour with finance direc- 
tors of state enterprises, who will 
not be allowed to put more than 2076 
of their deposits in a single private 
bank. 
The free-for-all over state-corporate 
funds will put extreme pressure on the 


six state banks, most of which have | 


rested comfortably on their manda- 
tory deposit base and eschewed both 
schemes to attract private-sector money 
and to improve the efficiency of their 
own operations. With already huge 
loan-to-capital ratios, some analysts be- 
lieve the state banks will be forced to 
cash-out dollar reserves accumulated 


` Boost for business 


Thailand increases spending on infrastructure 


By Paisal Sricharatchanya in Bangkok 
' he Thai Parliament has approved a 
: growth-oriented budget proposed 

by the administration of Prime Minister 
vp. Chatichai Choonhavan for fiscal 1989. 
_ |The expansionary budget represents a 
с radical departure from the austerity 
. drive that has been in force for much of 
¿the time since the early 1980s. Total 
government expenditure is targeted at 
Baht 285.5 billion (USS$11.3 billion), a 
17.2% increase, or more than double 
the 7% rise in the fiscal 1988 budget. 
_. Hefty increases in the allocations for 
Mrastructural investment to support 
büsiness and industry will benefit the 
ich and middle class. But the growth in 
pending for rüral areas, where the 
ajority of the poor live, is proportion- 
ately lower. Passage of the new budget 
Ву the House of Representatives on 27 
«October was delayed as a result of revi- 
sions by the new government, which as- 
;sumed office in August. The new fiscal 
усаг actually began in October. 
-The large expenditure increase has 
; been made possible by a booming econ- 
omy, which has generated exceptionally 











high tax revenue. It is clear 


tion from the stability-conscious admin- 


istration of former prime minister Prem | 


Tinsulanond. 

Actual revenue collection in fiscal 
]988 surpassed its original target by 
Baht 49.5 billion. Parts of the treasury 
surplus were used to pre-pay a large 
chunk of government debt and provide 


for salary increases for civil servants, | 


which will take effect in January. 

The higher tax revenue is also nar- 
rowing the budget deficit. The govern- 
ment has projected total revenue of 
Baht 262.5 billion in the new fiscal year, 
which leaves a Baht 23 billion deficit. 
This represents only 1.5% of GDP, 
down from Baht 44 billion (3.2% of 
GDP) in fiscal 1988, and is the lowest 
level in the past decade. As in past 
years, the narrower deficit will be fi- 
nanced by government bonds and 
domestic borrowings. 

Chatichai told parliament the new 
budget will sustain a 7.5% growth in 
GDP next year, compared with this 








that | 
Chatichai inherited a solid fiscal posi- | 


during the oil Боот to maintain good 
liquidity. “The state banks will really 
have to improve the quality of their ser 
vice. and cut overheads to do well from 
now оп,” suggested one Indonesian pri- 
vate banker. 

Somewhat unclear at this point is 
what the new lending-ceiling rules will 
mean for the banks. For instance, both 
state and private banks will be prohi- 
bited from lending more {һай 50% of 
their capital to a single "group." BCA, 
| Indonesia's largest private bank, is be- 
| lieved by most analysts to have more 
| than half of its loan portfolio outstand- 
| ing to companies controlled by magnate 
| Liem Sioe Liong. State banks, too, suf- 

fer a similar concentration of loan capi- 
| tal. Officials at P. T. Astra Interna- 

tional, Indonesia's second-largest pri- 
vate conglomerate, say that it has loans 
outstanding from the state-owned Bank 
Dagang Negara tallying roughly 7596 of 
the bank's total capital. 

Also unclear will be the impact 
the availability of banking services 
throughout Indonesia's vast ar- 
chipelago. Foreign banks — which now 








| book twice as many loans to [Indonesia 
| offshore as they do from their Jakarta 
| branch offices — said they would not 
| rush to open up provincial branches. 
| Nor is it likely that domestic banks will 

move speedily to branch out to smaller 
towns and villages, an aim of the pack- 
age, according to Sumarlin. 


year's record 9.3%. Private economists 
are predicting 6.5-776 growth next year, 
because they see a slowdown in exports 
and agricultural production, as well as 
i global economic volatility following the 
US presidential election. 

| Theslant ofthe new budget in favour 
| of industry and business is hardly sur- 
| prising in view of the fact that the major 
political parties that comprise the n ~ 
coalition are either headed by big-t 
ness figures or supported by industrial 
and business interests. 





Tx portion of the budget earmark- 
ed for investment spending — to- 
talling Baht 52.5 billion — represents a 
30.276 increase. Taking a prominent 
share are various projects to support the 
much-heralded Eastern Seaboard in- 
| dustrial-development programme. These 
| include a new highway linking the 
| Chon Buri eastern provincial gateway 
| to the Pattaya international beach re- 
| sort, additional rail links and the annual 
| allocation to fund the construction of 
| the Laem Chabang deep-sea port. 
| 

| 

| 

| 


| 
| 
| 
| 


| 
| 
| 
| 
| 
| 
| 
| 
i 
| 
| 
| 
| 
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Although assorted ministerial pro- 
grammes designed to improve the over- 
all rural infrastructure are worth a com- 
i bined total of Baht 21.2 billion, most 
| opposition MPs assert that the govern- 

ment should have transferred more of 
| the national wealth into the coun- 
| tryside. 
| Budget documents show that alloca- 
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"Ву Shim Jae Hoon in Taipei 

espite a rising volume of bilateral 
trade, Taiwan and South Korea 
have clashed over market access. At the 
same time, Seoul's diplomatic flirtation 
with Peking is straining their commer- 
“cial ties. 

At the end of two days of trade talks | 
in Taipei on 29 October, Taiwan in ef- 
fect rejected Seoul’s demand for the 
abolition of a car import quota. Augus- 

- tine Wu, deputy director-general of 
Taiwan's Board of Foreign Trade, 
pd the quota on South Korean cars 
from 3,000 units to 4,000 units a year. 
` tinsisted that a ceiling would remain 

Orce. 

It was a setback for Chae Jae Uk, the 
chief South Korean negotiator who 
pressed for the complete opening of the 
Taiwan car market. The compromise 
means the dispute over car imports will 
continue to simmer. 

Taiwan only imposes quotas on vehi- 
cles from South Korea and Japan, but 
these have hurt Seoul more because Ja- 


panese cars continue to enter the mar- 
ket from the US. According to Taiwan 


f 
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| 
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outh Korea and Taiwan clash over trade curbs 


officials, South Korean cars are too 
competitive for the local car industry. 

Wu had earlier proposed limiting im- 
ports to 5,000 units a year on the condi- 
tion that Seoul import car parts equiva- 
lent to an extra 2,000 units, That pro- 
posal angered the South Korean car- 
parts suppliers. Most of them are small- 
and medium-sized manufacturers which 
depend on such giants as Hyundai and 
Daewoo. 

Shifts in industrial policy in South 
Korea in recent years have made it in- 
creasingly difficult for Taiwan suppliers 
of car and electronics parts to compete 
against their Korean counterparts. The 
industrial giants have come under pres- 
sure to develop their vertical integration 
in order to boost the growth of small- 
and medium-sized companies. 

To counter this trend, Taipei has de- 
manded that Seoul lower tariff barriers 


| on a range of Taiwan-made machinery 


products and import more Taiwanese 
tropical fruits. 

In the past two years, South Korean 
electronics makers have steadily ex- 


panded their market share in Taiwan by 
taking advantage of the appreciation of 
the NT dollar and tariff reductions. 
Seoul's giant home-appliance makers 
such as Goldstar, Daewoo and Samsung 
have started brandname advertising in 
Taiwan which effectively eclipses local 
competitors. 

Two-way trade in the first nine 
months of this year shot up to US$E.3 
billion, surpassing 17551.16 billion for 
the whole of last year. It is expected to 
reach US$1.9 billion this year. 

At the annual meeting of trade- 
promotion officials in Seoul on 28 Oc- 
tober, delegates from Taiwans € 









External Trade Development Council. 


pressed for wider 


measures, 


market-opening 


for bilateral trade. In China, 





prospects 


tile items compete fiercely 
Taiwan, Seoul-Peking trade 
is expected to jump ‘from last ye 
ene 5 billion to about USS! 

1988. 

In response to Seoul’s 


against 


flirtation with 
Peking, Lin Tzu-ching, chairman of 


Taipei's Import-Export Association 
said on 25 October that Taiwan might 





Korea as part of its trade ^diversific: 


The China factor is. also clouding the | 


send a private trade mission to North: 


OE nd naam АРАН 


tion” moves. Such a development 
would further aggravate Seoul Taipei 
ties, E 











South Korea's steel, electronic and texe | 


volume. 





tion for the rural job-creation program- 
me has actually gone down from Baht 
3.7 billion to Baht 3.1 billion. The pro- 
gramme which was one of the Prem ad- 
ministration's hallmarks, channels gov- 


ernment funds directly into upcountry | 


hamlets. "Like past governments, the 
current regime has talked a lot about 
rural development," said Thammasat 
"'Uversity rector Krirkkiat Phipat- 

tham. “But the pattern remains the 
same. There is no real mechanism to 
achieve the objective." 

The higher profile in economic 
spending is offset by proportionately 
lower allocations for defence and debt 
servicing. Unlike the annual budget de- 
bate in previous years, when an 
army secret fund often came 
under harsh attack. the de- 
fence budget this year drew 





Chatichai said the record-high trade 
deficit this year, projected at Baht 92 
billion, would decline next year, while 
inflation would stày within the range of 
this year's estimated 4.596. However, 
observers are concerned that the coun- 
try's economic stability will be adversely 
affected if excessive government spend- 
ing continues unabated. 


AS from an additional Baht 10 bil- 
lion earmarked for the civil ser- 


in late October yielded to threats of la- 
bour unrest and approved higher pay 


for state-enterprise workers, which will | 


require another Baht 2.8 billion 


THAILAND'S BUDGET 
SPENDING BOOST 





fuel inflationary pressures 
The state-enterprise labour unions" 


demands drew considerable criticism in 


ДАК because their membe 





| already enjoying salaries and welfare: 


{ 

| 

| benefits that are better than those of 
| civil servants, Although the 61 large and 
| small state enterprises together com- 
| prise a mammoth sector, whose revenue 
| 
| 
| 
i 
| 
i 
i 
| 





and expenditure roughly equal that of 


| the central government, this sector has. 
vants' salary increases, the government | 


traditionally operated as an indepen- 
| dent group ‘which is not subject to pars 
| liamentary scrutiny. 


make losses and are poorly managed, 
though there are exceptions, 
such as Thai Airways Interna- 
tional and the ectricity 
Generating Authority of Thar 








muted criticism — probably 
because of army commander 
Gen. Chaovalit Yongchaivut's 
frequent (though sometimes 
controversial) dialogues with 
academics and parliamenta- 
rians. 

The only vocal critic on the 
opposition bench was 
Prachachon Party leader 
Chalermphan Srivikorn, who 
urged that the defence budget 
should be cut so that additional 
funds could be diverted into 
rural development. 
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|| (Baht billion) 





land. This has prompted grow- 
ing calls, particularly within 
the academic community, for 
some degree of accounta- 
bility. 

Although the sector has re- 
ceived about Baht 700 billion 
in accumulated investment, 
it is only M cea to pro- 
duce revenue for the govern- 
ment worth Baht 9 billions in 
fiscal 1989. Government sub- 
sidies, in turn, are 
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from Baht 3.1 billion to Baht 
5.4 billion. 


(REVIEW, 27 Oct.). These are likely o: 


The majority of these enterprises. 


tising | 
















































































MARKETS — 


Shutting the barn gate 


New Zealand to clean up the 'Wild West' of world stockmarkets 


By David Barber in Wellington 

he New Zealand Government, striv- 

ing to restore investor confidence, 
has followed up recent moves to outlaw 
insider trading and reform takeover law 
with a committee of inquiry into the 
country's stockmarket. Minister of Jus- 
tice Geoffrey Palmer has asked the 
committee to "consider what regulatory 
framework and structures are necessary 
to promote a stable, orderly, disciplined 
and efficient equities market." 

Noting that stockmarkets in other 
countries had made much stronger re- 
Coveries. after the October 1987 crash, 


"Palmer said the continuing lack of confi- 
dence in New Zealand indicated that 


broader issues than the state of the 
economy needed to be addressed. The 
stock exchange's moves on self-re- 
gulation had not been enough to re- 
store confidence, he said, and may need 
to be underpinned by statutory mea- 


- sures, 


While world markets have posted 
healthy recoveries since the crash, key 
indices in New Zealand remained 22- 
32% less than levels of a year ago. 
Palmer said the inquiry would not be a 


“witchhunt into the causes of the crash 


nor would it apportion blame for sub- 
‘sequent company crashes. But it should 
recommend changes that would estab- 
lish. the market's credentials as fair, 


^ open, disciplined and efficient. 


The New Zealand stockmarket had 


“been subject to international scorn and 
derision, he said. But the government 
| wanted it to take a significant position in 
| the burgeoning Asia-Pacific financial 


sector. He directed the committee to 


| have particular regard to issues raised 
¿by the Securities Review Committee re- 


;port on the Hongkong market and to 
consider comparable arrangements in 


соет financial centres, particularly 


Australia. 
Palmer said a major part of the in- 


гашту? work would be to study the effi- 
. ciency of the market, including controls 
оп entry, legislation and exchange 
rules, settlement procedures and serip- 
less: and screen trading. The minis- 


(ег: comments about a "regulatory 
framework and structures" raised some 


concern about a return to government 


intervention in the  market-place. 


- Palmer moved to head off such specula- 


tion, saying the inquiry would take into 
account the principle that the market 


"should be as free from constraints as is 


consistent with the need to maintain in- 


"tegrity and investor confidence. 


New Zealand Stock Exchange 
xecutive director Roger Gill welcomed 
he inquiry. He said he was confident 





the exchange's own rules 
and regulations were 
equal to the rest of the 
world. But he conceded 
that there was a need for 
some legislative backup | 
to counter the readiness | 
of some in the market to | 
sidestep the rules. | 

Palmer said | 
wanted "a short, sharp" | 
inquiry and directed the 
chairman, recently re- | 
tired governor of the Re- 
serve Bank, Sir Spencer 
Russell, to report by 31 
March. Some commenta- 
tors accused the govern- 
ment of belated action to 
clean up what Palmer 


he | 


^ 


H 











| Palmer: liscipline. 


"scene," Wellington's Evening Post said 


in an editorial. 

Palmer insisted that the government. _ 
was acting. It had unleashed an "av- 
alanche" of commercial law reform. | 
Bills to outlaw insider trading and to 
give the Registrar of Companies in- 
creased powers to act where fraud or 
reckless trading is sus- 
pected are already be- 
fore parliament. 

‚А comprehensive 
takeovers code, based on 
the City of London's 
Code on Takeovers and 
Mergers, will be intro- 
duced early next year, 
following a report by the 
Securities Commission. 
The report recommended 
that any company seek- 
ing more than 30% of 
another firm would have 
to launch a full takeov 
bid and all shareholde 
in the target concern 
would have to be offered 
the same terms and price 
for their holdings. 


SKETCH by Morgar Chae 











himself has called the 
"Wild West" of world stockmarkets. 

“If people are to be enticed back into 
the market, the government needs to 
| get a move on, fix up the law and give 
enforcement agencies the encourage- 
ment and clout to clean up the corporate 


By Nick Seaward in Kuala Lumpur 

he Kuwait Investment Office 

(KIO), has announced that it has in- 
creased its stake in Malaysian conglo- 
merate Sime Darby to 84.25 million 
shares, or 8.13% of the paid-up capital, 
compared with 68.05 million shares a lit- 
tle over a year ago. About 6.14 million 
of these additional shares have been 
bought since 9 September, since when 
the price has fluctuated from M$4-4.06 
(US$1.50-1.52). 

The purchase is a shrewd move by 
the KIO, as Sime made record pre-tax 
profits last year of M$308 million, but is 
undervalued by the market at present. 
The net tangible assets per 50 M cents 
share was M$1.98 as of June this year 
and earnings are forecast by some brok- 
ers to increase from 14.5 M cents a share 
to 17 M cents in the current financial 
year. 

Sime said on 28 October that it had 
invited KIO to nominate representa- 
tives to sit on its board. The news of the 
invitation was broken by Sime’s new 
chairman, Tun Ismail Ali, after the 
company's annual general meeting in 














+ As part of what Palmer 
called the most complete revision of 
New Zealand commercial law yet under- 
taken, reviews covering the Companies 
Act, competition policy, accounting 
standards, insolvency law and financial 
reporting are also under way. п 


INVESTMENT 
The Gulf connection 


Kuwait Investment Office increases Sime Darby stake 


Kuala Lumpur. Ismail said that S 
welcomed the presence of the KIO а 
institutional. shareholder, but added 
that no reply had been received from 
the KIO on the directorship offer. 

Sime is currently owned 13.7% by 
Malaysia Mining Corp., a 56% -owned 
subsidiary of the state investment trust, 
Permodalan Nasional (PNB), апа 
17.7% by PNB itself. KIO is, therefore, 
the second-largest shareholder. 

Analysts say that this is unlikely to 
cause alarm in government circles as 
the KIO has long been a substantial 
shareholder in  PNB's subsidiary, 
Malayan Banking, and in the. New 
Straits Times Press, which is owned by 
the investment arm of the dominant 
party in the country's ruling coalition. 
Indeed, the steady increase in the KIO's 
stake in Malaysia's foremost company 
and other significant acquisitions in 
Malaysia and Singapore have raised 
local hopes that the KIO is increasing 
the proportion of its investments in 
Southeast Asia. 

While the KIO is seen asthe bogey in 
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The Republic of Indonesia 


DM 300,000,000 
67," Deutsche Mark Bearer Bonds of 1988/1993 


ү Ne Issue Price: 100%- Interest: 67 % pa; payable annually in arrears on October 27 - Redemption: on October 27, 1993 at par Denomination: 
: DM 1,000 and DM 5,000 · Security: Negative Pledge Undertaking - Listing: Frankfurt Stock Exchange ; 
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some Western markets, it is being 
looked to as a saviour in this region. 
Scrip salesmen. in particular, have been 
enthusiastically pushing the theory that 
the KIO has been piqued by the British 
Government's directive to reduce its 
stake in British Petroleum from 21.7% 
to less than 10% and is transferring its 
money to countries where governments 
are more appreciative of its presence. 

Sources close to the KIO play down 
the pique theory, but they do acknow- 
ledge that the office sees long-term po- 
tential in both the Malaysian and Singa- 
pore stockmarkets. The KIO's canny 
new manager with responsibility for 
Malaysia and Singapore, Jonathan 
Points, is known in the market to be par- 
ticularly bullish about the property 
market. 

Apart from the Sime Darby pur- 
chases (with its 49% stake in United Es- 
tates Projects, Sime is a major player in 
the property market), KIO has recently 
doubled its stake in Singapore Land to 
14.55 million shares, or 14.5576, and in 
October it launched an unusally high- 
profile bid to take over Singapore's First 
Capital Corp. (FCC), a cash-rich com- 
pany that owns the Tung Centre in Sin- 
gapore's prime commercial-office dis- 
trict (REVIEW, 27 Oct.). 


О: the FCC bid, the КТО is acting in 
concert with its 49% -owned Singa- 
pore stockbrokerage, J. M. Sassoon, 
and the Malaysian branch of the Hong 
Leong group, headed by Quek Leng 
Chan. Hong Leong and the KIO each 
own 44% of Hongkong's Dao Heng 
Holdings, which launched the general 
offer by buying a 51% stake in FCC 
from United Industrial Corp. (UIC). 
UIC will hang on to its remaining 28% 
shareholding and Sassoons/KIO will 
buy any of the remaining shares from 
other shareholders that choose to ac- 
cept the 551.50 (74 US cents) offer. 

The chances are, therefore, that the 
KIO will end up with control of FCC. 
The KIO normally contents itself with 
strategic stakes of 20-30% in companies, 
and this change from established proce- 
dure has raised speculation that the 


office will inject its various holdings into | 


FCC and take ona more active role in its 
management. In addition to the Singa- 
re Land stake, these include minority 
oldings in arms manufacturer Avimo 
Singapore and, it is believed, Overseas 
Union Enterprise, the hotelier. 

The prospect of a partnership with 
UIC is intriguing. An important factor 
in the KIO's investments in Malaysia 
and Singapore is the strong personal 
relationships behind the formal 
links. Recently, for instance, the of- 
fice bought a 10.7% stake in Malaysian 
Pacific Industries, a packaging and 
electronics concern owned by Hong 
Leong and earlier it invested in two 
companies headed by Tan Sri Basir Is- 
mail — Cycle and Carriage and United 
Plantations. 











INDUSTRY 


Driving back 






Nissan’s fortunes improve in domestic car market 


By Charles Smith in Tokyo 


Ns: Motor Co., Japan's hard- 
pressed No. 2 car manufacturer, 
seems to have managed to reverse a 
five-year decline in its share of the 
domestic car market. However, the 
company’s drive to turn itself around 
still has a long way to go. 

In the US market, in particular, Nis- 
san now runs a distant third among Ja- 
panese car makers, despite having been 
the second (after Honda) to invest in 
local manufacturing. The key to the 
company’s future may now be a cam- 
paign to double exports to the US in the 
second half of fiscal 1988, using some of 
the new models which have performed 
so successfully in Japan. 

Nissan sold 70,000 more cars in 
Japan in the six months from April to 
September than in the same period of 
1987, increasing its share of the fast- 
growing domestic passenger car market 
from 23.1% to 23.4%. The rise in 


| market share seems modest enough, 


but executive vice-president, Atsushi 
Muramatsu, stresses that any increase 


| at this stage in the company's fortunes is 


seen as an achievement. 

The last time Nissan managed to in- 
crease its share of domestic car sales was 
in the second half of fiscal 1982, when it 
placed two completely new models on 
the market. Between March 1983 and 
March 1988 Nissan's market share drop- 
ped by nearly five percentage points, 
with most of the benefit going to Honda 
and to Nissan's arch-rival, Toyota. 

The other reason why the April-Sep- 
tember figures may be important is that 


they appear to confirm the success of 


Nissan s new design strategy. Nearly all 
the increase in sales came from а series 
of “hit” models, aimed at specialised 
segments of the market, instead of from 
the undistinguished mass-market mod- 
els on which Nissan relied in the past. 

New cars, like the Cima (a 3-litre lux- 
игу car priced at over ¥5 million — 
US$39,800) and Silvia (a 2-litre sporty 
saloon), have won prizes for design and 
have outsold competing Toyota and 
Honda cars, which previously had the 
segmented market to themselves. This, 
say analysts, is because Nissan decided 
to give younger designers a free hand. 
Previously, new models had to be vetted 
by top management, was often out of 
touch with trends. 

Muramatsu says Nissan hopes to 
make further inroads on Toyota's share 
of the home market in the second half of 
1988, by launching more speciality mod- 
els — including new versions of the 
Laurel and Skyline. He expects sales in 
the US will rise tremendously over the 











next six months as the company starts 
selling some of the cars which have suc- 
ceeded in Japan. However, Muramatsu 
admits there is a massive amount of 
ground to be made up. In the first six 
months of its 1988 business year, Nissan 
shipped 156,000 cars to the US, less 
than half the 316,000 it exported a year 
earlier. 

Even if it doubles sales in the second 
half of the year Nissan will almost cer- 
tainly fail, for the second year running, 
to fill its export quota under the “volun- 
tary restraint" arrangement, which 
limits Japan’ car exports to the US to2 ^ 
million units per year. 

The ironic point about Nissan's per- 
formance in the  April-September 


period is that it seems to have been 
tailor-made to fit the Japanese Govern- 








Nissan's export cars: key U markets. 








| ment’s strategy of shifting the emphasis 


of economic growth from external *- 
domestic demand. The boom in don 

tic sales, coinciding with an export col- 
lapse, meant that 60% of the company's 
sales income was earned in Japan during 
the six-month period, compared with 
46% in the first half of fiscal 1987. 

The shift from exports to home sales 
was an important minus factor for pro- 
fits, Muramatsu says, but the company 
was able to make up by knocking ¥80 
billion off production costs, much of it 
in the form of lower procurement 
prices. Operating profits, rose 34.9% in 
the six-month period to ¥31.6 billion. 

An export recovery in the second 
half of the 1988 fiscal year would do 
wonders for profits, since the US mar- 
ket is traditionally more lucrative than 
most others, but could be an embarrass- 
ment in the context of overall US-Japan 
trade relations. One way to offset this 
would be for Nissan to start exporting 
small cars it makes in the US, either to 
Europe or back to Japan, where the de- 
valued US dollar has begun to make US 
production costs look cheap. п 
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Navigator. 


Your Financial Consultant's most 


important job is to understand 
where you want to go and how 
to chart your course. 


= 


As an active investor, you need a 
partner who keeps abreast of 
financial opportunities virtually 
everywhere around the globe. 
Your Merrill Lynch Financial 
Consultant is the person you can 
depend upon. He'll become famil- 


iar with your long-term objectives, 


and carefully help you fulfill them 
with all the resources of one of 
the most experienced financial 
institutions in the world. 
Through your Financial Con- 
sultant, we give you access to 





markets around the world, 
around the clock, the benefit of 
our top-ranked research team, 
and a broad array of other 
services. 

Merrill Lynch Financial Consul- 
tants are ready to help you move 
ahead in eight offices in seven 
countries throughout Asia and 
the Far East. For more informa- 
tion about our investment and 
private banking services, call 
one of our offices or return this 
coupon in complete confidence. 
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The new Minolta EP490Z plain paper 
copier gives you many other productive 
and creative features, including Quadruple 
Zooming Power, Automatic Duplex and 
Overlay Copying, Standard Three Cassettes 
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Paper Feeding, 20-Bin Sorter and Interac 
tive Keying 
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new Simul 


like this. 


The new Minolta EP490Z gives you two- 
color copying that's as fast and easy as 
regular copying. 

Think of it. A copier that makes two-color 
copies in one quick scan. It's now a reality for 
your business with the new Minolta EP490Z's 
Simul-Color function 

Simul-Color makes two-color copies in 3 
fast, easy steps. Simply set the Color Lever, then 
press the Simul-Color Key and the Print Key. The 
result is a perfect copy in black plus another 
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So now you can say goodbye to ordinary 
color copying. No more waiting for two scans 
No more time-consuming procedures for desig- 
nating the color area. No more disappointing 
copies that don't really match up. 

That's because the Minolta EP490Z make: 
high-quality two-color copies just as fast as it 
makes regular black copies, at a quick rate of 30 
copies per minute. 

So contact your Minolta dealer about the 
new Minolta EP490Z with Simul-Color. It's the 
world's first practical color copier 
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THE FUTURE ..... Well be there! 


IMAGINATION AND INGENUITY — 
FREE TO SOAR 


Мете not just a steel company any more. 

NIPPON STEEL is taking off in new directions 

to meet the needs of a changing world 
Building on our strong foundation of researc, 

ability, human resources. market knowhow, 
and the wealth of experience we have 
developed in designing. building, and operat- 
ing our major steel facilities, we are currently 
advancing into new areas of promising and 
expanding enterprises and technologies. 
Steelmaking and'Steel-related engineering and 
construction will remain our mainstay, but you 
will see us as a fullrange supplier of industrial 
cs DS materials. and a corporation involved in 
Р PR Pa wide spectrum of new businesses, including 
| Ы ® such fiélds'as electronic € quipment. informa- 
۹ р 5 ; g. gion processing. and telecommunications 

ж 0», РИ ИМ are the new NIPPON-STEEL — and we 
T "XP plan to be part of your future — whatever your 
requirements are and wherever you may be. 
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Stuck in low gear 


Some Asean members agree to a car-parts swapping scheme 


By Carl Goldstein in Hongkong 


sean has tinkered long and hard 

with visions of its six member states 
co-producing a car, and brought forth 
not so much as a Meccano-kit mockup. 
In mid-October, the main achievement 
of a conference of Asean economic 
ministers in the Thai resort town of Pat- 
taya was the signing of a memorandum 
of understanding which commits their 
governments to a tariff-cutting, com- 
plementary car-components manufac- 
turing scheme. 

Although billed as a first step to- 
wards reviving a long-moribund effort 

build the so-called Asean car, the 
. п does little more than place the offi- 
cial stamp of approval on the status quo 
among the Asean states of Thailand, 
Malaysia, the Philippines, Singapore, 
Indonesia and Brunei. 

Japanese car companies with af- 
filiates and licensees in the region — 
especially Mitsubishi Motor Corp. 
(MMC), which operates in Thailand, 
Malaysia and the Philippines — for the 
past two years have been supplying their 
operations with limited quantities of car 
and truck components made by as- 
sociated companies in the region. 

MMC, for instance, ships pickup 
truck transmissions assembled by Asian 
Transmissions Corp. in Manila to MMC 
Sittipol Corp., its 48%-owned car and 
truck assembly plant in Bangkok. 
MMC's Philippine car assembler, 
Philippine Automotive Manufacturing 
Corp. (Pamcor), imports steering sys- 
tems made in Malaysia for the Mit- 

shi-based Proton Saga car. The 
E MMC affiliate also imports 
stamped-metal parts from Malaysia and 
electronic components from Singapore. 

The ministers’ blessing will bring 
some tariff relief if the three participat- 
ing nations (Thailand, Malaysia, and 
the Philippines) cut tariffs by 50% for 
components imported from the other 
two countries. These tariffs were al- 
ready low — from 10-30% , in the case of 
Thailand — in contrast with tariffs on 
imported knockdown kits, which are 
as high as 125%. Thus, the potential 
saving is not expected to produce an im- 
mediate upsurge in intra-regional trade, 
according to Mitsubishi and Nissan 
executives in Bangkok and Tokyo. Im- 
ported parts for export-bound vehicles 
уеге already exempt from tariffs in 
Thailand and Malaysia. 


Asean industrial integration has 


been endlessly debated since the group 
was founded 21 years ago. Cars were 
targeted as a prestige industry that 
could most benefit from economies of 
scale and sharing of the investment bur- 
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den. But the aim has foundered on the 
shoals of member states’ determination 
to go it alone. Instead, Indonesia — the 
only state at the ministers conference 
which refused to join the limited compo- 
nents-swapping scheme — as well as 
Malaysia and Thailand have forged 
ahead with expensive efforts to develop 
their own car-export programmes. 
Early in 1988, ММС Sittipol 


achieved the first major success with 
shipments of 1,300 cc passenger cars to 
Canada (REVIEW, 28 Jan.). The cars, 
which are sold as Dodge Colts, are mar- 
keted by Chrysler, itself a 24% owner of 
MMC, with a sales target of 20,000 a 
year. Prospects are not favourable be- 








"I ч 


Assembling 


cause of appreciation of the yen against 
the US dollar-linked Thai baht since 
April 1987. The company is barely 
breaking even on each car shipped, but 
executive vice-president Мигаѕама 
Takashi said they hope to start earning a 

rofit if local content can be pushed 
higher than the current 40%. 


he woes of Malaysia's money-losing 

Proton Saga project are better 
known. Export sales from the 70:30 
joint venture between the state-owned 
Heavy Industries Corp. of Malaysia and 
Mitsubishi are already more than two 
years overdue. The company now says it 
will begin exports to Britain and possi- 





bly the US next year, though it is an 
open question whether Mitsubishi will 
want the Malaysian venture to compete 
head-on in the US with MMC Sittipol. 
Indonesia has also begun a token 
export programme. Toyota Astra 
Motors — 49%-owned by the Japan- 
ese car maker has sold a few of 


Mala ysia 's Proton Saga: ‘export woes. 


its Kijang utility vehicles to Brunei. 

The new parts complementation 
scheme has more humble aims than an 
Asean car. It grew out of Mitsubishi 
proposals to Asean governments last 
year to allow components made in one 
Asean country to be imported by an- 
other at a lower tariff. Mitsubishi had 
proposed that tariffs be cut by 90% , but 
the Asean governments thought this 
step was too radical 

The most promising aspect of the 
new initiative is that the Asean-made 


| parts would be regarded as locally made 


for the purpose of calculating domestic- 
content ratios. Each government sets a 
50% minimum ratios for vehicles de- 


| stined for sale on the domestic market 





For example, once Thailand amends 
its tariff code, MMC Sittipol will be able 
to count its Philippine-made transmis- 
sions as Thai-made parts, boosting its 
local-content ratio from the present 
40% for its export model and 50% for 
the domestic models, though they de- 
cline to say by how much. By reduc- 
ing imports from Japan, 
Mitsubishi аңа other Ja- 
panese car makers will be 
able to lower and 
improve export viability 

Nissan has also set up 
extensive networks of com- 


COSIS 


ponents makers in the 
three countries, with 16 
companies in Thailand, 
eight in the Philippines 
and nine in Malaysia (in- 
cluding Japanese parts 
makers and local com- 


panies operating under li- 
cence to Japanese firms). 
But the shipped volumes 
between Asean countries is 
negligible, a Nissan official 
in Tokyo said. This could 
change if Tan Chong 
Motor Assemblies, Nis- 
san's 5%-invested Malay- 
sian licensee, proceeds with reported 
plans to make car engines 





МАЙ! АМЕ GUEI 


» Jose Galang writes from Manila: The 
components complementation scheme 
should fit into the Philippines’ Car De- 
velopment Programme (CDP). But po- 
litical infighting could delay the new 
plan's implementation and blunt the ul- 
timate impact of the government's com- 
mitment to 50% cuts on parts imported 
from Thailand and Malaysia 

Because of the small size of the 
domestic car market (only 5,543 units 
last year), Manila's car programme en- 
courages an export orientation. Partici- 
pation in CDP is limited to three firms: 
Mitsubishi assembler Pamcor, Toyota 
Motor Philippines and Pilipinas Nissan. 
Pamcor and Pilipinas Nissan have a pro- 
jected production of 12,000 units this 
year. Toyota Philippines, which is to 
start in the next six to seven months. 


| forecasts turning out 25,000 units next 


year. 
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TECHNOLOGY 


With a little help from friends 


Rice farmers urged to switch from chemical to natural pest controls 


By Bob Johnstone in Los Banos 


Н: farmer, you're not alone 
you've got friends," goes the jingle 
from a government-sponsored commer- 
cial now showing nightly on Philippine 
television, “don’t hurt them — they're 
your allies, day and night." The friends 
that the farmer is being urged not to 
hurt are the armies of arthropods — the 
800-odd species of bugs, beetles, wasps 
and, above all, spiders — that live in his 
paddies. 

All have one thing in common — 
they prey on insects which feed on rice. 
A single wolf spider, for example, can 
take out between 10 and 20 brown plant 
hoppers, the scourge of rice crops in 
several countries, each day, Parasites 
routinely scoff up to four-fifths of the 
eggs of the yellow stem borer, another 
common rice pest. 

Until recently, however, farmers 
have been indiscriminately wiping out 
allies and enemies alike, zapping them 
with kill-everything (broad spectrum) 
insecticides. Now, a new code of crop- 


protection practice is being applied in | 


Asia's rice paddies. 
Over the past two years, integrated 
pos management (IPM), as the code is 
nown, has been adopted as govern- 
ment policy in four countries — the 
Philippines, Indonesia, India апа 
Malaysia. Five others, including China 
and, most recently, Vietnam, are re- 
portedly on the verge of following suit. 
IPM is defined as “the best mix of 
pest controls for a particular field in a 
particular season." Instead of the con- 
ventional practice of "calendar spray- 


ing" — applying pesticide on certain | 
re-set days, like fertiliser — IPM calls | 


or farmers to spray their fields only 
when the number of pests increases 
beyond certain thresholds. 

These thresholds they can establish 
for themselves based on simple rules. 
For example, if you find fewer than 10 
leaf-folders per so many plants, do not 
spray; if more than 10, then spray. But if 
you do have to spray, IPM experts 
recommend, use a chemical that kills 
only the pest you want to get rid of. 

IPM can save significant amounts of 
money for farmers and, in countries 
which subsidise pesticidés, govern- 
ments. According to Dr Peter Ken- 
more, a scientist with the UN's Food 
and Agriculture Organisation (FAO) in 
Manila, IPM has reduced the Indone- 
sian Government's pesticide bill by 
US$50-60 million a year and, that of the 
Philippine Government by US$12 mil- 
lion a year. 

Kenmore is currently in Jakarta, set- 
ting up what he claims will be “the most 


| 


modern, flexible апа scientifically 
sound pest management system in the 
developing world.” Funded jointly by 
the Australian and Dutch governments 
and administered via the FAO, the pro- 
ject will also be the largest test of IPM in 
commercial rice fields. Over the next 
five years, the aim is to train 1,000 “ex- 
tension agents” who will go forth into 


| the paddies and preach the gospel of 


IPM to some 2.5 million farmers. 

In effect, comments one agronomist, 
they will be telling farmers “everything 
we taught you for the past 20 years is 
wrong. Let's go back to growing rice the 
way your grandfather grew it." The big 
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change that has taken place in rice grow- 
ing since grandad's day is the green rev- 
olution. 

The new, high-yielding varieties of 
rice that were bred and introduced in 
the late 1960s and early 1970s suffered 
from one snag: they could support much 
larger populations of pests as well as 
people. Fertiliser-driven, year-round 
cropping removed a natural barrier to 
pest proliferation. To prevent plagues 
of insects devastating rice plants, regu- 
lar spraying with pesticides was recom- 
mended by crop-protection experts. 

Paradoxically, such spraying produc- 
ed exactly the opposite of the desired ef- 
fect. It killed both pests and predators, 
but the pests were typically better able 











to recover because they have shorter life _ 
cycles than the predators. They are thus — 
able to develop resistance to chemicals 
more quickly. 

The brown plant hopper, for in- 
stance, hatches, matures, lays its eggs 
and dies within 23 days. This insect of- 
fers a salutory example of how the ba- 
lance between prey and predaters in 
rice fields, built up over centuries, can 
be upset almost overnight by misuse of 
pesticides. 

Twenty years ago, the hopper was 
not even a primary pest of rice. The in- 
sect lives at the base of the plant, where 
the leaves shelter it from sprays. During 
the 1970s it became a major menace, de- 
stroying millions of tonnes of rice. It 
sucks the plants dry, turning them 
brown, a tell-tale symptom known 
graphically as *hopperburn." 

ronically, newer varieties of rice 
had resistance to pests such as hoppers 
bred into them. But farmers were i 
instructed to exploit this resistance, 
they continued to spray, sometimes as 
often as several times a week. Such in- 
creased doses merely made matters 
worse. In 1986, for example, brown 
lant hoppers destroyed 100,000 ha of 
ndonesian rice fields. 

The same year, Kenmore ran a pilot 
IPM project in which some 7,000 In- 
donesian farmers were persuaded to 
rely on natural enemies to take care of 
the plant hopper problem. During the 
10-week growing period, they sprayed 
only once. And the insecticide they used 
was specific to the brown plant hopper. 
Rice yields rose by around 20%. 

Such results demonstrated that 
heavy use of pesticides was not neces- 
sary for a good crop. They prompted In- 
donesia's President Suharto in Novem- 
ber 1986 to take the bold step of banning 
the sale of 57 broad-spectrum pes- 
ticides. At the same time, he reduced 
subsidies on the remaining author ` 
pesticides from 85% to 75%, thu 
most doubling their cost to the farmer. 
Subsidies have since been cut to 4096 . 

Indonesian farmers аге thus 
economically motivated to use less pes- 
ticide, which on average accounts for 
around 10% of their total rice-growing 
costs. The challenge now facing Ken- 
more and his team is to get the word 
about IPM to them in à form that they 
can understand. 

The first priority is to convert the 
existing infrastructure of government 
agents to a channel for knowledge 
rather than chemicals. "Extension 
workers." as such agents are known, 
have to be able to teach farmers three 
skills: to identify species and symptoms 
in the field, to determine if pest popula- 
tion levels merit spraying, and to recog- 
nise when natural enemy levels are high 
enough to control pests without using 
chemicals. 

Kenmore cites an example of the 
usefulness of the first skill. In the west- 
ern part of central Java, a farmer's 
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< farmer was able to identify that this was 
“because of a nutritional disorder, notin- 
sects, and treat it accordingly. 

Determination of pest population 
levels is not so straightforward. Resear- 
chers at the International Rice Re- 
search Institute (IRRI) in the Philip- 
pines are currently developing “multi- 
pest thresholds" in the form of simple 
Charts that can be used by farmers. 

Helping farmers to differentiate be- 
tween friend and foe is more difficult 
than it sounds. Research has shown that 
most farmers cannot tell predators from 
pests. 

IPM experts emphasise the impor- 
tance of training in the field. "Class- 
room training doesn't work for farm- 
ers," says Dr K. L. Heong, an IRRI en- 
tomologist. "If you show them slides, 
they go out and look for huge insects." 

The changeover from chemical to 
natural controls is not always a case of 
instant conversion. Many farmers are 
confused by the switch. And salesmen 
from the multinational agrochemical 
companies show no reluctance in 
exploiting this confusion. 

Areas where extension agents have 
been extolling the virtues of IPM are 
often selected as the targets of promo- 
tional campaigns by the multinationals. 
In many of the lush green paddies which 
line the road from Manila to Los Banos, 
placards proclaim the virtues of the va- 
rious companies’ products. IPM, by 
contrast, “is not a product," says IRRI's 

Heong. “It is difficult to sell." 





A' the top of the pyramid, multination- 
als actively try to influence a handful 
of key decision-makers. “Any country 
"that has a pesticide subsidy is a very easy 
market for them," Kenmore says, 
| "that's why it is important to show that 
¿TPM can save money for governments." 
For all the proselvtising efforts of or- 
7 ganisations like IRRI and the FAO, 
г sales of pesticides are increasing, re- 
,portedly by an average of more than 4% 
throughout the region. The more pro- 
¿gressive companies, according to Ken- 
"more, are concentrating chemicals that 
control specific pests. 

The FAO is hoping that if the In- 
donesian IPM project is a success, it will 
inspire other counties to follow suit. 
“However, even as the Indonesian 
programme. gets under way, new chal- 
lenges loom. Around 90% of the pes- 
ticides used in Asia are insecticides. In 
the future, use of herbicides is expected 
sto increase, as shortage of labour in 
countries such as Thailand and Malaysia 
forces farmers away from transplanting 
‘seedlings in neat, hand-weedable rows 
‘to broadcasting seed randomly. 

с. But rice breeders have yet to come 
up with varieties that offer the same sort 
“of resistance to weeds as they do to in- 
sects. Until they do, farmers may have 
o get by with a little help from their 
riends. п 
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plants were turning yellow, but the. 











Cebu sets the pace 


Island province leads Philippine economic recovery 


By James Clad in Cebu City 

C ebu's premier city, which carries the 
same name as the island province it 

dominates, is riding a business boom 


that delights the central government, | 
hungry for tangible signs of an economic | 


turnaround outside Manila. Although 


serious infrastructure and administra- | 


tive shortcomings may ultimately im- 
pose a ceiling on growth, for the present 
virtually all commercial yardsticks are 
buoyant. 

The provincial GDP rose 7.5% dur- 
ing 1987 — outperforming Manila — 
and has maintained the same rate this 
year. Exports for the first half of the 
year were up about 42% on the equiva- 
lent figures for 1987; in the second quar- 
ter alone, exports reached P122.6 mil- 
lion (US$5.8 million), a 56% increase 
over the same period in 1987. 

Investment is also up by more than 
100% compared to 1987. So are retail 
sales, building starts, the number of vis- 
itors to the province and government 
revenues. Cement sales are 
running nearly 70% higher 
than in 1987. Cebu’s heavily 
Chinese-influenced busi- 
ness community is buying 
up lots in newer suburbs like 
dim-sum. 

Better still, all this 
is occurring within an im- 
proving local environment. 
The provincial “peace-and- 
order situation"  (mean- 
ing the communist insur- 
gency) has improved to 
the extent that investors 
hardly give it a second 







(MEPZ) is beginning to attract mo 
foreign tenants. Only six companies op. 
erated there before 1986; four more 
came during 1987 and another six ha 
arrived this year, according to MEP 
manager, Rolly Bajaladia. 

The МЕРА newcomers assemble: 
computers, or make computer compo- 
nents, industrial gloves, fashion jewel-« 
lery and car and telephone parts... 
Another five firms have completed their 
applications for the zone's standard 15- 


year lease. Most foreign managers in. 


the MEPZ seem positive about the 
zone. The most common compl ` 
centres on the complicated import . 
export procedures, with one executive 
describing outward consignment proce- 
dures that need 36 separate signatures. 
But more foreigners are moving to the 
Cebu area, where a small international 
school caters to expatriates. 

The positive business mood reaches 
across the bridge connecting the MEPZ 





Personal services (66.02) 
Printing and publishing (105.63) 







еч Metalworking (252.40) 


Chemicals (276.73) 






Handicrafts (653.77) 


~ Garments (843.70) 








thought. 

One reason for this is 
that local politics of a more 
traditional nature have consolidated 
since the change of national govern- 
ment in [986. Heated political differ- 
ences among Cebu's often fractious 
military commanders have also cool- 
ed (Cebu's armed forces chief joined a 
coup plot in August 1987). 

The comparative political calm rein- 
forces the resurgence of business confi- 
dence. Many new companies have been 
set up. During the past year, local en- 
trepreneurs have expanded strongly in 
quality handicrafts, furniture and food 
processing. 

In such businesses, the value added 
can be vast. This is especially so in the 
case of stoneware: the manufacturer 
may buy the best-grained rock at P25 a 
kg and sell it at P 1,000 a kg. 

The boom is evident in other ways. 
After years of stagnation, the 120 ha 
Mactan export processing zone 
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Mestizos make 
the running 


A traveller to the Visayans during the 
Spanish colonial period wrote of 
Cebu in 1840: "These [Chinese] mestizos | 
are very rich, industrious and active... | 
the city of Cebu owes the fortune and 
richness it enjoys to their activity." Little 
has changed: Cebu City is still very 
much a Chinese town. 

Most of the Cebuanos of Chinese des- 
cent trace their family roots to Fujian 
province in southern China. Sen. John 
Osmena, from a prominent Chinese 
mestizo family, jokes that “Cebu has no 
Chinatown: it's all Chinatown." 

Mestizo families are proud of their 
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the city. A long-dor- 
, 164 ha reclama- 
“jon project, at the edge 
f the port, is finally 
eeing some building 
tarts. Filipino-Chinese 
ntrepreneurs Henry Sy 
nd the Gaisano family 
ave broken ground for 
Motel and shopping 
icomplexes. 

Other signs seem 
good. Labour peace has 
prevailed since Cebu 
businessmen threatened 
à city-wide lock-out in 
1986 to protest against a 
spate of militancy. However, 
some affiliates of the aggressive 
Kilusang Mayo Uno labour fed- 
eration still dominate the rattan 
trade and furniture business. As 
far as overall security is con- 

ned, Visayas Command (Vis- 

n) commander Brig.-Gen. 
Jesus Hermosa rates Cebu as the 
most peaceful of all the Visayan 
islands. 

Small businessmen have also 
gained from one of the country's 
most vigorous chambers of com- 
merce, which receives a subsidy of 
Р40-50,000 a month from West 
German chambers to help in the 
setting up of telex and trade-infor- 
mation facilities. The Cebu 
Chamber of Commerce has sent 
groups to Singapore and Europe 
to drum up business; its two top of- 
ficials, Gerry Motoomul and Car- 
los Go, stress the importance to employers 
of Cebu's well-educated labour pool. 

Cebu divides the Visayan region of 
the Philippines almost neatly in half, 
slicing north to south like a sliver be- 
tween bigger island neighbours. A shel- 
tered east-coast harbour has always 

e this 139-mile-long island a natural 

yess centre; Cebu had trading links 
to China centuries before European col- 
onisers arrived in the 1500s. 

Thoughts of becoming the pre-emi- 


past and present; they even put up elec- 
tric signs beside their homes which list, 
top to bottom, the names of each child 
together with his or her professional 
achievements. 

Any list of the most prominent 
Cebuano families bristles with 


Filipinised Chinese names: Uytengsu | 


(flour mills), Go (shipping), Luym 
(coconut mills), Gokongwei (property 
development), Chiongbian (shipping) 
and Yapyok (vehicle importing). Others 


include the Climacos, Pilosos and, espe- 


cially in politics, the Osmenas. 

Even in a country where local politics 
has long been fiefdoms of prominent 
families, the Osmenas have had a re- 
markably durable grip. Sen. Osmena's 
brother Emilio is Cebu provincial gover- 
nor. His first cousin Tommy is Cebu 


CEBU AT THE 
CROSSROADS 

























Mactan Export 
Processing Zone 


Proposed Cebu Metropoi 
Authority Boundaries 


nent regional economy thus come 
naturally to Cebu's business commun- 
ity, But while business confidence unde- 
niably has picked up steam in this sec- 
ond-largest and oldest Philippine city, 
how long can it be expected to last? 

For all the local confidence, Cebu's 


| pillars. For example, subsidiaries in the 





| Semiconductor Corp. (NSC) account 
| for about 80% of the approximately 


City’s mayor. Their grandfather, Sergio, 
was a legislative leader and second presi- 
dent of independent Philippines. In poli- 


| back with the tide after the February 
1986 “people power" revolution. 
Mestizo, in the Philippines, com- 


and ethnic Filipino. But there are 
Spanish mestizos who have also played а 
prominent role in Cebu's history. These 
include the Aboitiz family, in shipping. 
and also the Escanos. However, racial 
distinctions are anything but finelv 
drawn in Cebu City — Chinese and 
other outsiders have slipped easily into 
the mainstream of Roman Catholic- 
dominated Filipino community. 

— James Clad 
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BEVIEWMAP by Andy Tang 


rennaissance rests on comparatively few | 


|! MEPZ of Timex and the National | 


tical limbo during the regime of former | 
president Ferdinand Marcos, they came | 


| monly means the progeny of a Chinese | 





5,000 workers employed in the 
zone. 

Apart from that. some major 
shortcomings — notably in com- 
munications, water and electric 
power are already. slowing 
Cebu's forward momentum. А 
chronic lack of water and power 
prevents plant expansion and 
discourages foreigners from 
opening businesses in the ex 
zone. Lapu-Lapu City 
the export zone, and 
Maximum Patalinglung. 
plains that lack of se : 
crimps investment — "not some- 
times, all the time!” 

Most companies must pro- 
vide their own water supply. 
This usually comes from wells, a 
fact which also produces its own | 
problems. A recent report by | 
foreign consultants warned that 
pumping up water, especially in 
arge quantities for use in shrimp 
farming, was seriously depleting 
the ground-water table. 

Electricity shortages art 
exacerbated by the fact that 
Cebu's gn pal vational Power 
Corp. (NPC) plant operates à 
only 60% capacity. Improve- 
ments are also needed in road 
and sea communications, as well 
as telecommunications, Until 
recently, a major foreign firm in 
the шон zone could cajole 
only six lines from the Philippine 
Long Distance Telephone Co, 
— the country’s inter-city tele- 
| phone Па — whose poor service 
is also a factor in Manila's business life 
(REVIEW, 6 Oct.). The entire МЕРА 
had just 60 phone lines in April. 

Transport also causes concern. All- 
weather roads do not vet extend around 
all of the island. More important to the 
export drive, inter-island AM rates 
are larcenous: шро plying ) 
hand rust-buckets levy а uniform 7.3 
| ad-valorem freight charge: exporter: 
| complain itis cheaper to ship product to 

California than to nearby Bohol island. 
The ad-valorem rate stood at just 0.596 
in 1964. 

Meanwhile, sea-navigation infra- 
structure has decayed: 10 months after 
the world's worst single maritime disas- 
ter in terms of lives lost — a night-time 
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collision killing 3,132 people — coastal. 
navigation aids in the main chann 


from Cebu to Manila remain in disre- 
| pair. 

| Cebu also suffers from an 
| housing shortage — its low-income bar- 
rios have some of the highest slum den- 
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work, the poor and transient move 
shantytowns like Barrio Luz or Pi 
Three, which are as tightly р ; 
any other slum in Southeast As 

Although exports e 
their spread remains thin. 
rived from the rattan trade, 
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| tories, accounted for nearly half annual 
“export receipts during 1983-87. 
st Of the top 50 exporters, Timex, NSC 
“andthe local Ludo & Luym Corp. (а 
coconut-oil miller) account for more 
than 60% of production value. Depart- 
ment of Trade figures show half the 
value of provincial exports coming from 
"manufactured items," with 90% of this 
being derived from Cebu City. 

There. are, however, encouraging 
signs of the number of export products 
inceasing. These include fast-selling 
dried mangoes and steel products. 
Nonetheless, droves of local firms, 
especially in the fast-changing furniture 


and speciality items markets, badly | 


need economies of scale. The mini- 
boom could also be creating its own 
nemesis: leaping real-estate values 
could soon price city land beyond the 
reach of smaller investors. 

These problems raise the question of 
whether the authorities will be able to 
take adequate steps to sustain the 
boom. Governor Emilio Osmena be- 
lieves they can. A businessman proud of 
his US citizenship, Osmena wants to 
raise provincial revenues to do the jobs 
central government cannot, or will not 
do quickly. He plans a third cross-island 
road. He is also lobbying the NPC for 
"power-barges" — turbines mounted 
on barges — to augment local electricity 
supplies. Osmena wants to connect the 
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duction from the Timex and NSC. fac | 

















island to power stations in Negros and 


Leyte islands to the west and east, de- 
spite NPC chief Ernesto Aboitiz’ advice 
that this must wait until 1993. Osmena 
also wants to bring water from the bet- 
ter-endowed western side of Cebu is- 
land to the city. All this, he says. will 
happen by 1990. 

Even his admirers, though, have 
their doubts about him achieving his 
ambitions. The biggest problem: how to 
these plans from a provincial trea- 
sury and сиу exchequer which ran down 
to a few million pesos before 1987? With 
half a million people, this city receives 
an internal-revenue allotment of just 
P29.7 million a year — or about US$3a 
person. 

Osmena claims to have the answer: 
sell off provincial lands, including 2-3 ha 


of prime commercial land and a 40-ha | 


golf course. This is controversial stuff. 
Osmena’s fortune comes from real-es- 
tate development; his brother John 
Osmena, a senator, acknowledges that 
the cross-island road will conveniently 
slice through a 150-ha block owned by 
the governor. Similar suspicions plague 
the plan to sell off the golf course and 
urban land. 

Another constraint becoming in- 
creasingly obvious is the need for plan- 
ning among the plethora of local bodies, 
city governments, provincial structure, 
MEPZ and utility authorities. Sen. 
Osmeña has introduced a bill creating a 


- New figures sour optimism about the Australian economy 


By Michael Malik in Sydney 

| To this year Australian Treasurer 
Paul Keating has loudly pronounced 

that, thanks to his policies, the country’s 


economic ills are a thing of the past. But | 


despite a A$5.5 billion (US$4.57 bil- 
‘lion) budget surplus. zero new borrow- 
ing requirements for the coming vear 
тапа Keating's supreme optimism, the 
; patient obstinately refuses to respond to 
‚ treatment. 

“Since Keating's optimistic August 
budget statement, the figures have 
started to turn sour. A July current ac- 
count deficit of A$1.53 billion was fol- 
lowed by deficits of A$1.39 billion for 
August: and. A$990 million for Sep- 
tember. Economic prospects suffered 
another serious blow on 25 October 
when the consumer price. index (CPI) 
showed that inflation. had reached 
7.3%, against 7.1% in the previous 
quarter. 

Increasingly, Keating's estimate of a 
trade deficit of A$9.5 billion for the 
1988-89 (July-June) financial year looks 
beyond reach, with a near A$4 billion 
deficit after the first quarter. Efforts to 
reduce inflation from 6%, as it was at 
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the time of the August budget, to the 
4.5% forecast for the 1988-89 finan- 
cial vear also appear in doubt. Factors 
behind the CPI increase include a 
house-price boom, particularly in Syd- 
ney where property prices have risen 
81% over the past year, rising food 
prices due to first-quarter flood dam- 
age, and a seasonal jump in clothing 


| prices. 


One day after the CPI figures were 
released, the Reserve Bank of Australia 


| lifted its re-discount rate 30 percentage 
points to 14.2% and the ANZ Bank 


lifted its prime-lending rate from 15.5% 
to 16%. Politicians have denied that the 


| housing market is overheated, but the 


National Australian Bank thought 


| otherwise and raised mortgage rates 


from 14.5% to 1595. Other banks are 


| expected to follow suit. 


While the flat rate of exports and the 


| obstinately high level of imports are а 


worry, the CPI figure has a more obvi- 
ous effect on the governemnt's strategy 
for the run-up to the next election, due 
in 1990 but possibly earlier. Keating and 
Prime Minister Bob Hawke have made 


metropolitan Cebu authority for th 
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urban area spreading out from the city 
nearly half of the approximately 2 mi 
lion Cebuanos live in or nearby thisi 
area. 

Meanwhile, there are too many 
quarrels over limited revenues, while 
complaints about Manila “milking the 
country's largest province" are com-« 
monplace. The MEPZ gets rentals, part 
of the land tax and profits as inter- 
mediary between the NPC and electri- 
city end-users; local governments re- 
ceive 20% of the central government's 
local-tax take. The result is a planning 
muddle. 

Cebu's economic recovery stands 
out as the most significant example of 
regional revival outside Manila. It is not 
the only one: the country's third-largest 
urban area, Davao City, has gained 
from a gold-mining boom in the nearby 
Tagum area, while improved сорга 
prices have made life easier in so 
southern Luzon towns. 

But the recovery could equally well 


| be halted in its tracks by the self-evident 


constraints. Much, as always, depends 
on export prices. But the infrastructure 
must improve. The problems are few in 
number yet basic: if the Osmena clan 
manages to overcome them, then Presi- 
dent Corazon Aquino's description of 
Cebu as an "amazing and admirable 
province" could ring true for many 
years. п 





firm promises of a major personal tax 
cut in next year's budget, and there had 
been expectations that it would match 
this year'scut in the toprate of company 
tax from 49% to 39%. 

But while Keating has tied the tax cut 
to continued wage restraint — with even 
some talk of a zero-wage demand in the 
next round of negotiations — the so-far 
compliant Australian Council of Tr 
Unions (ACTU) has said wages mu.. -~ 
tied to inflation. 

ACTU president Simon Crean, a 
union moderate and Keating ally, who 
so far has been able to deliver most of 
the unions’ contributions to the Labor- 
union pact, reacted in characteristically 
cautious style to the September CPI fig- 
ures, saying he did not think they 
jeopardised the present wage round. 
The pact involves a first-stage payment 
of 3% plus a second-round flat increase 
of A$10 a week, both tied to progress on 
productivity and work-practice agree- 
ments. 

But he said that if the 4.596 inflation 
forecast was not realised, there was sure 
to be an impact on the next round. Short 
of a miracle, Keating is likely to face a 
very difficult task on the pay front. But 
not all is gloom. The latest ANZ Busi- 
ness Indicators publication, released on 
31 October, forecasts that 1989 will be а 
good year for business, with cost pres- 
sures easing substantially and customer 
demand remaining firm. п 
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"Speculators under fire 
in Bombay stockmarket 


p stockbrokers have been under 
attack from regulators in the finance 
ministry for the past four months. The 
battle is centred on Bombay's Stock Ex- 
change (BSE) which accounts for more 
than 50% of total trades in India. The 
issue is speculative or forward trading, 
which is done mostly by brokers and 
constitutes more than 50% of total trad- 
ing volume. 

Ministry officials are convinced that 
excessive speculation caused the market's 
stagnation last year when the value of 
trades was halved to less than Rs 200 mil- 

1 (US$13.8 million) a day, against a 

16 average of Rs 400 million a day. 
Share prices closed the year mostly un- 
changed. Officials feel that speculation 
has discouraged long-term investment 
buying, especially by middle-income in- 
vestors with disposable incomes below 
Rs 50,000 year. The Indian Government 
is desperately keen to mobilise their 
household savings in the capital markets, 
away from more traditional (but unpro- 
ductive) avenues such as bullion buying. 

The argument is ап old one. 
Speculators tend to be interested 
primarily in short-term profits because 
they lack the liquidity (in shares or 
money) to finance longer-term buy- 
and-hold positions. But quick profits 
can only come from being on the right 
side of volatile stock prices. To enhance 
price volatility, speculators tend to take 
abnormally large positions in order to 
corner fellow speculators on the other 
side of their transactions. 

his sort of behaviour causes prices 


porie hent come forward | 
as fortunes fluc- à with severe re- 
tuate. If one side é The finance ministry’s strategy | strictions, such as 
finally gives up | is to outwit speculators at their the banning of 
and is forced to own game . . . officials hope to forward trading 
cover its posi- | control the volatility of prices and altogether — a 
tions, usually due ultimately force speculators out move that was 
to a lack of liqui- of the ring. 9 tried earlier in 
dity, prices will 8. 1987 but was 


ultimately move 
sharply in favour of the winner. Such 
volatility will certainly please the small 
investor who happens to be on the right 
side, but is unlikely to encourage him to 
stay in such a market. 

Brokers claim that the bad market of 
1987 was caused by economic recession 
(growth was near zero last year) follow- 
ing the poor monsoons of 1986 and 
1987: This year the monsoon has been 
good, and with profits of listed com- 
panies averaging increases of 50% , they 
feel a stockmarket rise will follow. 

As evidence they point to the rise in 
stock indices since the start of the mon- 
soons in early June. The BSE index has 
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risen 18% between 1 
June and the end of Oc- 
tober. Trading volumes 
have also rebounded, 
touching an all-time re- 
cord of Rs 1 billion 
crores on 3 June at 
Bombay, and have re- 
turned to the 1986 daily 
average of Rs 400 mil- 
lion since. In any case, 
say brokers, the percen- 
tage of forward to total 
trades exceeded 50% 
even in the boom period 
of 1985, which means 
that forward trading can 
hardly be blamed for the 
slump. 

Not so, say Finance 
Ministry officials. The 
recent rise in the mar- 





speculation. 


ket, they say, has been due to their stra- | buy or 





Finance Minister Chawan: 


make for illiquid and more volatile mar- 
kets for several reasons 

In a market where the average issued 
capital of the 300 largest companies is a 
mere Rs 120 million, the small stock 
float could become a se- 
vere constraint on mar- 
ket liquidity. Forward 
trading surmounts this 
barrier by making liqui- 
dity depend less on the 
actual number of issued 
shares and more on the 
expected financial per- 
formance of the issuing 
company. If traders ex- 
pect a good near-term 
performance by the 
company, they will buy 
from those with less op- 
timistic forecasts with- 
out either side having to 
worry about the avail- 
ability of stock or funds. 

This then directly be- 
nefits the long-term in- 
| vestor by creating an ac- 
— — tive market in which to 
sell. Even in the US, the big 








tegy of sustained purchases by the gov- | surge in trading volume came only after 


ernment-owned Unit Trust of India and 
other state-run financial institutions 
which together own about 40% of total 
outstanding listed stock. The minis- 
try's strategy seems to be to outwit 
speculators at their own game. By con- 
tinually purchasing shares at steadily 
rising prices, and then selling a little if 
prices move too high, they hope to con- 
trol the volatility of prices and ulti- 
mately force speculators out of the ring 
while simultaneously convincing the 
public at large that markets are a stable 
and attractive investment. 

If this strategy fails, they are ready to 








dropped when it 
failed to stop the fall in prices. The reg- 
ulators, via their financial institutions, 
certainly have the muscle for such ac- 
tion. However, they are likely to claim a 
victory simply because the market is 
likely to rise anyway on the back of 
favourable corporate news. 
Speculator-bashing makes little 
sense, however. For one thing, forward 
trading is permitted for only 167 out of a 
total of more than 3,000 listed stocks. 
Unofficially, perhaps another 150 scrips 
are traded forward. Together, these 300 
odd scrips account for over 90% of total 
trades. Then, too, scaring speculators 
away from forward trades is likely to 


| the advent of the stock index futures 


| market allowed traders to bypass the se- 
vere margin requirements for forward 
| trades on the New York Stock Ex- 
change. When forward trading was ban- 
ned in India for a while in 1987, the vol- 
ume of investment trades fell by more 
than half and the average bid-offer 
spread more than doubled from half a 
point to more than 1% of market price. 
Similar responses have occurred in the 
| past when other restrictions were im- 
posed, such as increasing margin re- 
quirements from their usual levels of 
3-5% to levels of 10% or more. 

The other great advantage of for- 
ward trading is the information that it 
makes public about a stock. Typically, 
when a financial, analyst or some other 
possessor of private information about à 
company's prospects uses his informa- 
tion to make a trade, the stock price will 
ultimately reflect this information be- 
cause his trade (along with the trades of 
others) will affect the stock's price in the 
market. Further, since information usu- 
ally arrives in small doses over time, 
stock prices constantly move by incre- 
mental amounts. Thus, in the process, 
not only does private information be- 
come reflected in price but prices move 
smoothly over time. 

But what if forward trading is ban- 
ned? The informed trader may then 
need to borrow money personally to 
| make a purchase (something he may be 
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eluctant to do) or borrow shares to 
make a sale (which is likely to be impos- 
sible to do). H his trading and that of 
informed traders is thus re- 
stricted, stock prices will stop respond- 
-<ing to private information and will tend 

“to stagnate untilinformation is announc- 
ed publicly, such as the declaration of a 
company’s half-yearly results, at which 
point stock prices will suddenly react to 
the news with a sharp jump or fall. Thus, 
the volatility of stock prices is likely to be 
increased and not decreased with a ban 
on forward trading, leading in turn 





to a.general lowering of market vàlues. 

The Finance Ministry's vision of 
speculators as unscrupulous and mani- 
pulative is outdated. It is no longer cred- 
ible in а market where financial institu- 
tions are large and where the investor 
base exceeds 3 million (a single com- 
pany, Reliance Industries, has more 
than a million shareholders). Brokers 
are especially worried about the issue 
now that the ministry is about to hand 
over regulatory power to the newly 
formed Securities and Exchange Board 
of India (SEBI). 





SEBI is busy preparing its lega 
framework апа action programme а 
the moment and has asked the govern- 
ment for wide-ranging powers to regu- 
làte stockmarkets. Many brokers an 
speculators, while peeved by the irra- 
tionality of regulators, agree with SEBI 
that regulation is required in certain 
areas such.as the control of insider trad- 
ing, the verification of jransaction 
prices and the liquidity of the overall 
market. In the field of forward trading, 
however, they would rather be left 
alone. п 
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Venturing into a boom 


Thailand's new venture capital firms bloom in an uncertain climate 


By Paul Handley in Bangkok 

M nu capital firms are hurriedly 
setting up shop in Thailand in the 

wake of the country's manufacturing in- 

vestment boom, International and local 


institutions have put together nearly | 
Baht 1 billion (US$39.5 million) іп | 


funds for Thai-based entrepreneurs, 
primarily those involved in the elec- 
tronics and agro-industry sectors. 

Such firms, however, are still at an 
experimental stage. Thailand lacks any 
regulatory framework for venture capi- 
tal firms and has not exempted them 
from a 35% tax on capital gains as other 
countries do. Nevertheless, the coun- 
try’s financial authorities are keen on 
seeing the industry grow. Several pro- 
jects have so far been set up with the aid 
of venture capital firms, and one is now 
quoted on Bangkok's over-the-counter 
(OTC) market. 

The Baht 160 million Business Ven- 
ture Promotion (BVP) fund was formed 
|. early last year by six Thai banks and the 

JUS Agency for International Develop- 
“ment. It has since been joined by Singa- 
pore-based SEAVI, backed by the In- 
_ ternational Finance Corp.; the Thai Ag- 
_ribusiness Venture Co. (TAVC), back- 
ed by the Asian Development Bank and 
"three. European national overseas in- 
` Vestment agencies; Venture Capital Co. 
(VCC), formed by local finance institu- 

ions, and an as yet unnamed fund to be 
setup by local corporate finance adviser 
_Seamico with support from the Com- 
 monwealth Development Corp., New 
"York investment banker Rockefeller & 
„Со. and. a major Thai portfolio invest- 
iment group. 

Other venture capital companies, in- 
cluding one set up by financier Chote 
-Sophonpanich and funded offshore, are 
also under consideration. 

BVP, which has so far backed four 
ventures, has a skeleton staff and relies 
on outsiders to help research and pack- 
rage potential projects. Likely projects 
are often sent its way by Thailand's 














Board of Investment or its shareholder 


banks. In fact, it often acts as more of an 
investment agency. BVP sometimes 
finds itself hamstrung by its sharehold- 
ers, which insist on approving each 
project. This has made BVP a slow 
mover in an often fast-paced business. 

BVP's four projects include the Thai 
Circuit, a producer of printed circuit 
boards, and Thai Micro Systems 
Technology, which assembles inte- 
grated circuits. The remaining two are 
agriculture-related ventures involving a 
powdered-egg producer and а canner of 
corn and bamboo shoots. All needed 
support for expansion plans. 

For the electronics ventures, BVP 
relied on local corporate finance advi- 
sory firm Manistee to put the deals to- 
gether. BVP also linked up with Thai Fi- 
nancial Syndicate (TFS), an aggressive 
local finance and securities company, to 
support the low-tech, purely Thai ag- 
ribusiness deals. Other firms are supply- 
ing the capital, packaging the deals, 
finding co-investors, and even making a 
market in the shares themselves. 

TFS, with several other small banks 
and finance houses, is forming VCC, 
with registered capital of Baht 200 mil- 
lion. It will aim to pull together co-in- 
vestors, like BVP, for local projects. 
VCC, according to adviser Rakesh Sa- 
xena, wants to move more quickly in 
packaging projects for investors. Be- 
cause of its backers, it should be able to 
investigate project proposals and poten- 
tial markets more easily than ВУР, 

Unlike US practice, VCC and like- 
minded co-investors want to keep 
shareholder control of ventures. Be- 
cause of weaknesses in the Thai com- 
mercial code, anyone with less than 
50% of a firm is not protected. from 
majority decisions. Moreover, there is 
no "key man" insurance in Thailand, 
or protection if the main force behind 
а company drops out. And limited 
local resources invariably mean that 
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key figures are difficult to replace. 

According to Saxena, another prob- 
lem faced by Thai venture capital 
groups is the restricted number of exit 
points — ways to reorganise an opera- 
tion or restructure its finances — should 
a project turn sour. For example, Thai 
ventures are usually aimed at à parti 
lar foreign market. If that mar 
shrinks, it is often difficult for the ven- 
ture to find another. In the US, most 
projects target the huge local market, 
which offers much more flexibility. 

The VCC-TFS approach has bene- 
fits. TFS actively promotes the OTC 
market. “You have to create an OTC 
market to make venture capital work in 
Thailand,” says Vicharat Vichitvada- 
kan of Capital Securities and Finance, 
consultant to TAVC, Thai Circuit’s par- 
100 shares are currently quoted at Baht 
200 on the OTC board. When a major 
partner in the project bowed, Manistee 
took the 18% stake to TFS which syndi- 
cated it out, 

Other local venture capitalists claim 
such an approach is short term and 
leaves ventures vulnerable to profiteer- 
ing and raiders, even before they 
achieve full capacity. They say that out- 
siders are already making inquiries 
about taking a major stake inorcor ` 
of Thai Circuit. 

SEAVI and Seamico adopt a more 
Western approach. Both take a longer- 
term view on realising gains, and both 
prefer a more supportive role to man- 
agement. "We must also have the ability 
to get clients out of trouble," says a Sea- 
mico executive, 

Seamico's US$4.5 million fund will 
focus on expanding companies, which 
are involved in medium technology pro- 
duction. This is considered of more 
benefit to Thailand. Hi-tech projects 
need a major foreign partner who can 
guarantee the technology and the market. 

Singapore-based SEAVI is planning 
a US$8-10 million Thai-dedicated fund. 
It has already provided capital for a Sin- 
gapore videotape venture which is set- 
ting up a plant in Thailand. 

TAVC, which plans a fund of Baht 
294 million, aims to put at least half of 
its resources into agribusinesses. TFS 
will raise half of the funds locally. The 
firm will be managed by international 
venture capital giant Ventana, 
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a week 
looking for 
information. 


But that’s not all we have 
to offer. 

Unisys is a US$10 billion 
international information 
systems company with an 
integrated line of hardware, 
software, and networking 
systems that will enhance 
the value of the systems you 
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zorolla. Toyota — Worlds No. 1 producer of multi-valve engines 
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Wark horse waits in the wings 


€ THERE must nov. be an odds-on 
hance of a new takeover bid for Stand- 
rd Chartered Bank by the end of the 
ear. This at least is Shroff's reading of 
he latest manoeuvres involving the so- 
alled white knights who rescued Stan- 
hart from the clutches of Lloyds Bank 
n 1986, only to findit too hot to handle. 
One of the rescuers, Robert Holmes 
Court's Bell Group, was itself swal- 
lowed up by Bond Corp. shortly after 
picking up 14.996 of Stanchart. and 
Alan Bond is not possessed of any 
. chivalrous intent towards the bank, dis 
* tressed though it still is. 
| Hardly had Bell Group declared its 
с intention to subscribe in full for its share 
4he bank's £303 million (US$534.4 
Поп) rights issue (REVIEW, 29 Sept.) 
than Bond decided instead that it in- 
“tended disposing of the Stanchart stake. 
; Stanchart for its part invoked an 
agreement it reached with Bond Corp. 
; immediately before the rights issue, that 
«the stake would not be sold before 4 
; November — a few days after the accep- 
хапсе period for the rights offer closed. 
: Bond agreed to abide by this condition 
but no one doubts that he will sell out as 
soon as the undertaking expires. 

Broker Barclays de P els Wedd 
(BZW) said Bell Group had "spotted a 
market opportunity" to dispose of the 
stake, and Stanchart sources were care- 
ful to drop heavy "off the record" hints 
that the buyer was a group of institu- 
tions rather than a single source. Shroff 
thinks Stanchart doth protest too much, 
however, and it is unlikely that BZW 
would suddenly spot an opportunity 
among a diffuse group of investors. 

ll points to the hidden hand of the 
I of England, whose man Rodney 
Galpin is now at the helm of the conva- 
lescent Stanchart. With Bell/Bond out, 
Hongkong's Sir Yue-kong Pao down 
from 14.9576 to 9.9% (because he de- 
clined to take up his rights) and Tan Sri 
Khoo Teck Puat down from 7.3% to 
under 5% for similar reasons, the Far 
Eastern white knights’ concerted move 
has been neutralised. 

The way is thus open foranew, Bank 
of England-approved white knight to 
enter the lists — riding no doubt upon a 
Black Horse. (Lloyds, whose bank logo 
is a black horse, has a residual 4.7% of 
Stanchart; add to that Bond's 14.9% 
and Lloyds would have just under the 
20% , the point at which a bid is mandat- 
Ory:) А nod is as good as a wink. 

e SPECIAL funds for investing in the 
Bangkok stockmarket are appearing 
with alarming regularity їп London 
nowadays, so much so that Shroff ques- 
tions whether there are sufficient inves- 
tible assets to go round without driving 

> up the Bangkok market to recent 
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Taiwan-like levels or compromising the 
integrity of the funds. Some of the funds 
have vet to place even half their sub- 
scription money into Thai assets. Mana- 
gers say they are taking a "long-term" 
view of investments in Thai equities. 

European fund managers are going 
off in search of ever more exotic 
opportunities in Thailand: first blue- 
chip. then second-line companies and 
now even unquoted companies. Some 
are hankering after asset stripping às a 
further diversion. 

The most recent investment vehicle 
off the mass-production line is the Thai 
International Fund (TIF), launched in 
London on 27 October by Swiss Bank 
Corp. Investment Banking. This is the 
latest of 14 funds managed from Thai- 
land by the Mutual Fund Co. (MFC), of 
which five have been sponsored espe- 
cially for foreign investors. 

Similar to the Thai Euro Fund re- 
cently launched in London with Lloyds 
Bank Fund Management as interna- 





tional investment adviser, the TIF will 
put some of its money into unquoted 
Thai companies ripe for a future listing. 
This is to be applauded in the sense of 
encouraging stockmarket development, 
but it does mean that the fund managers 
are straying into the realms of venture 
capitalism. 

Lee Kon Chung of Fidelity Interna- 
tional (Hongkong), the TIF's interna- 
tional adviser, was eager to entice Lon- 
don institutional investors with the 
promise that TIF would go for "prop- 
erty and asset plays" in Bangkok. He 
emphasised the current construction 
boom in Thailand and its rub-off effect 
on real-estate prices. Shades of Hong- 
kong, the fast buck and possibly the 
spectre of another 1979-like crash in 
Bangkok, asks Shroff? 

Shroff also wonders how the MFC is 
supposed to aribitrate among all those 
funds it advises when deciding who gets 
which stocks and at what price. None of 
the many foreign funds going into 
Bangkok on the coat-tails of МЕС, 
which has a monopoly on running 




























































mutual funds in Thailand, has acknow- 
ledged this dilemma, including Nomura 
Securities whose London and Singa- 
pore-listed Thai Prime Fund is also de- | 
pendent upon MFC for advice. | 

When Yamaichi International |- 
(Europe) recently launched its Thai In- | 
vestment Fund in London, it acknow- 
ledged that its own Thai investment ad- 
viser, Asia Securities Trading, which is 
in effect a rival of MFC and which also 
advises Baring Brothers’ Siam Fund, 
might face a “conflict of interest” when 
deciding which assets to allocate to the 
fund. and which to its other clients. 

These various special funds have 
brought nearly US$700 million of for- 
eign money into the Thai stockmarket 
since the Bangkok Fund began trading 
in London last year. With other money 
that has come into Thailand direct, that 
means foreigners now account for 
around 12% of the market. 

True, the number of companies 
listed on the Securities Exchange of 


S 


Thailand has mushroomed io around 
130 in the past 10 years and is projected. 
to reach 200 by 1990, But the market: 
and investors could come to grief if all 
the Euro-liquidity chasing the market. 
are allowed to fuel a speculative bubble. 
e INVESTORS, whoin the wordsofa 
British High Court judge were “dêe 
frauded" by the fugitive financier Jim 
Raper, whose exploits extended to 
Hongkong and Southeast Asia in the 
1970s, have not vet had the satisfaction 
of seeing him brought to justice. But at 
least the authorities seem intent on pre- 
venting Raper from forgetting his mis- 
deeds. 

Britain's Department of Trade and 
Industry has iust added another ter 
to what it calls the "story of a domin 
ing and unscrupulous man" in the 
of an official report on Milbur : 
Raper's companies and its acquisition of 
Westminster Property Group. The re- 
port amounts to a pretty savage indict- 
ment, too, of the system of seli-regula- ^ 
tion in the City of London which al- 
lowed people like Raper to flourish. 
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High court drama 


Fairfax and Bond square off in Australian legal battles 


By Michael Malik in Sydney 


n different floors of the Sydney 

High Court building, two of Aus- 
tralia's most prominent media groups — 
Fairfax and Bond — are engaged in 
vital, interlocked legal battles which 
could be likened to episodes of Dynasty 
and Dallas. They involve family rival- 
ries, cancelled wills and threats of ex- 
poses. Each has an all-star cast, with 
some players appearing in different 
roles in both dramas. 

On the 11th floor, double civil suits 
are being heard in which Alan Bond and 
the troubled Rothwells merchant bank 
are seeking payment of a A$100 million 
(US$81.3 million) success fee they claim 
is owed by 28-year-old Warwick Fairfax 
for advice tendered during his A$2.5 
billion privatisation takeover of the 
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John Fairfax group last year, while Fair- 
fax is suing them for A$160 million for 


alleged failure to advise him pro- | 


perly. 
On the 18th floor, Bond Media is 
fighting to prevent the Australian 


Broadcasting Tribunal from stripping 
chairman Alan Bond of his 14 radio and 
TV licences for failing to be a "fit and 
proper person" to hold such respon- 
sibilities. If he looses the licences, he 
will be forced to sell the networks for 
which he paid more than A$1 billion. 
The Bond case started as an investi- 
gation of allegations that payment of 





A$400,000 to then Queensland premier | 
| Leigh Hall, in a telephone conversations 


Sir Joh Bjelke-Petersen in settlement 
of an alleged defamation suit against 
Bond Media, was in fact paid in the 


A spoke in the wheel 


Shareholders shun Raleigh's seven-for-two rights issue 


By Nick Seaward in Kuala Lumpur 
8 an intensive marketing cam- 
paign, Malaysia's — biggest-ever 
rights issue has flopped. In a terse an- 
nouncement to the Kuala Lumpur 
Stock Exchange (KLSE) on 26 Oc- 
tober, diversified bicycle manufacturer 
and property developer Raleigh an- 
nounced that it had received applica- 
tions for 61.3% of its enormous M$253.7 
million (US$95.02 million) seven-for- 
two offer. Underwriters have been left 
with 98.4 million shares at their par 
value of M$1. 

Stockbrokers say that this is the first 
time in recent memory that underwrit- 
ers have had to pick up so much un- 
wanted stock. Fears of a panic disposal 
of the overhang by the underwriters 
sent the share price tumbling from 
M$1.11 one week before the close of ap- 
plications on 21 October to the M$1.00- 


1.02 level. It will plunge further if any- | 


one sells off below par. 


At a meeting of the 29 underwriters M 


on 31 October, however, it is under- 


stood that a unanimous decision was | 


taken that none of the shares be sold 
below МІ. To encourage an orderly 
disposal, it was also decided that those 
shares which had not already been ac- 
cepted by sub-underwriters should be 
placed with long-term institutional in- 
vestors by the two managing underwrit- 
ers, Arab-Malaysian Merchant Bank and 
Asian International Merchant Bank. 





Market sources state that Singa- 
pore's United Industrial Corp. (UIC) 
has taken up 36.7 million of the 41 mil- 
lion shares it sub-underwrote for 
Citicorp Investment Bank (Singapore) 
through its wholly owned company. 
Tandy. 

The issue was split into two tranches. 
UIC had sub-underwritten all the 34 
million shares in tranche A, which was 
only 0.01% subscribed by two former 
major shareholders, the government- 
controlled Mara Foundation and the 
Employees Provident Fund. UIC also 
sub-underwrote 7 million of the 168.12 
million shares in tranche B, which was 
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hope of benefiting Bond's operations i 
the state. 

This was widened in October, whe 
the tribunal also decided to look into a 
legations that Bond, during his strugg! 
to take over Robert Holmes à Court 
Bell Group earlier this year, threatene 
to use his TV network to "expose" shar 
dealings by the giant AMP Society – 
Australia's largest institutional investo | 
— which was objecting to his tactics. 

АМР, as a minority shareholder ін 
Bell, had first successfully lobbied the | 
National Companies and Securitie 
Commission to pressure Bond to make 
a general offer for Bell shares equal tc 
the A$2.70 he had paid Holmes à Cour 
for 19.9% of the company. It then ob: 
jected to his plans to seek representa: 
tion on the board of Bell Group sub- 
sidiary, Bell Resources, before he Һас 
gained full control. 

According to a written statement 
presented to the tribunal by AN 
manager of investment operati: 


on 11 May, Bond said that if AMP con- 
tinued to oppose him he would use his 


61.7% subscribed by the minority 
shareholders. On a pro rata allocation, 
therefore, this gave UIC a stake in the 
enlarged share capital of 11.24%. 

The underwriters — which comprise 
all 12 merchant banks in Malaysia, 16 
stockbrokers and Malaysia's issuing 
house, MIDF Consultancy and Cor- 
porate Services — were left with 61.7 
million shares, or nearly 19% of the en- 
larged share capital, after UIC had 
taken up its obligation. UIC also made 
an unsuccessful offer to the underwrit- 
ers to take most of the remaining shares 
off their hands for 90 M cents each — at 
a 12% discount to the market. 


he precise amount of shares it 

UIC was chasing is not known b e 
REVIEW understands that the under- 
writers had already placed 10 million of 
the unwanted scrip with a major inter- 
national institution — probably the 
Kuwait Investment Office. This leaves 
51.7 million shares still up for grabs and 
could conceivably give UIC an eventual 
stake of 2795 if it decided to sweeten its 
offer. 

The man behind Raleigh, Vincent 
Tan Chee Yioun, is not thought to be 
too happy at the prospect of UIC hold- 
ing such а strategic stake. Tan's 
shareholding is 32% , following his pur- 
chase of Berjaya Corp.'s 20.1% holding 
in the company and after buying rights 
off other shareholders in the market 
prior to the issue. The last thing he 
wants is to trigger off a general offer by 
raising his stake above the 33% 
threshold simply to frighten off an un- 
welcome suitor. 

If Tan wants to avoid taking such 
drastic action, he needs to move quickly 
to find suitably passive institutions to 
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stations to "expose" AMP share 
ealings in Bell and Woolworths as 
reprehensible." Hall claimed Bond 
aid his TV staff were already checking 
on these dealings. 

AMP files released by the tribunal 


erned once these allegations had been 

ade public that they held an 
mergency meeting on 2 
iscuss providing Hall with special sec- 
rity protection, but decided that any 
arassment he might face would only be 
"verbal. 

In a written statement to the tribunal 
released on 31 October, Bond said that 
he had told Hall he would make his case 
over Bell Resources on TV in reply to 
what he considered "offensive" and 
“damaging”. allegations by AMP, and 
t that he would get his staff to gather in- 
. formation concerning AMP share deal- 

ings. But when he referred to his staff, 
meant Bond Corp. staff, not Bond 
ia journalists, he stated. 












were in progress, a minor player — 
| former Rothwell chairman  Lauries 







vsnap up the 52 million spare shares. The 
< underwriters have given him a deadline 
of 7 November to come up with willing 
buyers. Although this deadline may be 
extended if it looks as if a white knight is 
in sight, there is a pressing need to get 
rid of the overhang before the new 
shares become available for sale into the 
market. 

The new shares from the rights issue 
are due to be listed on 9 November. 
Shareholders will receive their scrip in 
one big certificate, which they will then 
have to split into smaller lots in order to 
sell. This will take about a week, giving 
Tan until around 17 November to find 
the right buyer. 

is always possible, of course, that 
t small shareholders will have got 
over their dismay at the under-subscrip- 
tion by then, and have decided to hang 
on. Being fully underwritten, Raleigh 
has raised the full amount it needs any- 
way to pursue its ambitious restructur- 
ing scheme, which — at a conservative 
reckoning — will result in earnings per 
share of 10.2 M cents in 1989. 

With the proceeds from the issue 
now safely in the kitty, Raleigh can pro- 
ceed to acquire 30% of cash-cow Sports 
Toto, 45% of the Malaysian operation 
of insurance company Prudential As- 
surance and 5576 of diversified con- 
glomerate Berjaya Corp., as announced 
earlier this year (REVIEW, 26 May). 
That should leave Raleigh with net as- 
sets per share of 93 M cents. 

Incidentally, Raleigh no longer qual- 
ifies for membership of the REVIEW's 
Black Hole of Kuala Lumpur (REVIEW, 
6 Oct.) as the purchase of stakes in its 
subsidiary Berjaya by Kampong Lanjut 
Tin Dredging and Ayer Hitam Tin 
‘Dredging were aborted. 


how that AMP executives were so con- 


October to 


While the Bond and Fairfax hearings | 








| Lawyer? No, | write the script.’ 



















Western Australian government for its 
efforts to rescue his bank from collapse. 

Connell’s fellow Perth entrepreneur 
Bond, became involved in the Fairfax | 
case only because he took over the | 
claimed А$100 million Fairfax debt їп | 
an earlier bid to aid Rothwells. 

Two of the more startling revelations 
in the Fairfax hearing so far have been 
that a letter bidding for part of the group 
from tycoon Kerry Packer — who ear- 
lier sold Bond his TV network — was 
used with Packer’s knowledge to try to 
| extract a higher price for the Fairfax as- 
| sets from Holmes à Court, and that 
| Warwick Fairfax, on the day of the Oc- 
| 
| 








tober stock crash last year, ignored ad- 
| vice from his mother, Lady Mary Fair- 
fax, whom he excluded from a meeting... 








Connell, who has closely followed the 
Fairfax court hearings in person — was 
involved in a subsidiary drama when he 
announced on 31 October that he had 
| resigned his directorship not only of 
Rothwells, but of all other public com- 
panies, because of what he called con- 
stant public criticism of him and the 
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Blurred vision 








By Michael Westlake in Hongkong 


Ti uncertainty surrounding the plan 
for Hongkong to have a cable TV 
service, carried by a new communica- 
tions network separate from that now 
operated by Hongkong Telecommuni- 
cations (HKT), deepened late in Oc- 
tober when HKT announced that it was 
no longer interested in the project. 

The decision appeared to leave 
Hongkong businessman Li Ka-shing’s 
Hutchison Whampoa group as the only 
horse in the race to submit proposals to 
the government — unless the govern- 
ment decides to call off the race. 

HKT's decision to pull out of the 
two-year-old cable TV battle and to dis- 
band subsidiary Cable Television Hong- 
kong (CTHK) came after several fruit- 
less attempts by CTHK to find another 
network operator. The attempts be- 
came necessary because the govern- 
ment decided to foster competition in 
some telecommunications services by 
preventing HKT from using its present 
network as the basis for expansion into 
cable TV and limiting it to a maximum 
of 15% ownership of any new network. 

US companies Bell South, Nynex 
and US West were approached by 
CTHK among others, but the REVIEW 
understands that US West is the only 
one still investigating the possibilities of 
a tilt at the Hongkong franchise. And 
HKT has decided to retreat to its core 
business, in which, through sub- 
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Hongkong may yet miss out on a cable TV network 





to withdraw his bid for the company. | 

An application to prevent public re- - 
velation of the valuation of Fairfax as- 
sets and its present level of indebtedness 
was granted by the court on 1 Noveme 
ber, on the grounds that such revela- 
tions could be damaging to the company 
and helpful to competitors or prospec- 
| tive bidders for assets. | 































































sidiaries, it holds exclusive franchises 
for the territory's domestic telephone 
| services (until 1995) and all external 
| communications (until 2006). 

| 

| 





HKT held 38% of CTHK, with 
| movie-maker and distributor Golden 
Harvest, marketing company Swire 
Pacific, communications firm Edko, 
Japan's Sumitomo and US cable 
operator Viacom as partners. Swire 
Pacific may join Hutchison subsidiary 
Hutchison CableVision (HCV), whose 
other principal partners are British 
Telecom and movie mogul Sir Run Run 
Shaw, and Viacom has already been ap- 
pointed as the group's consultant. 

A statement in early October from 
the China International Trust and Ine 
vestment Corp. (Citic), China’s official 
overseas investment arm, indicated that 
Citic was joining the HCV grouping, 
| though in late October Hutchison 
| would not comment on this. An an- 
| nouncement on à new ownership struc- 

ture for HCV is expected this month. 
| Applicants have until 28 February 
| 1989 to submit proposals for two 15- 
year franchises, one for the cable ne 





work and one for providing program 
mes for the new service. But given the 
governments emphasis on the long 
running franchises held by HKT and the 
way the new network must be biased to 
wards residential areas for cable T V in 
its first few years, any hope the Hutchi- 
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lion (US$384.6 million) for the first 


eral | 
(NRI) tycoons are in the market. 


them have become 









‘Darjeeling Plantation, 


son group has of expanding into HKT's 
non-franchise “markets тау prove 
ephemeral. 

“Industry sources said network costs 
projected by both CTHK and HCV 
were very similar, at around HK$3 bil- 


three or four years — during which very 
little revenue would be coming in — and 
about HK$10 billion for the entire sys- 
tem over five to seven years, when the 
service would have to be available to all 


of Hongkong's 1.5-1.7 million house- | 


holds. 

But this has led to questions — still 
unanswered — about how accurate 
HCV's estimates are, given that 


CTHK's costs were based on using 
HKT's existing network as part of its in- 
frastructure, while HCV or any other 


COMPANIES 





network operator will 
have to start from 
scratch. The questions 
also apply to the timing 
of the cable system's 
various phases as re- 
quired by the govern- 
ment even CTHK 
had felt that the time 
limits were tight. 

One source said that 
while HCV was adopt- 
ing a confident at- 
titude, within the group 
























cants indicate consid 
able indecision wit 
; the government абож 
| how to shape its Ёшив 
i telecommunicatio 
| policy. 

| The notes are cou 
ed in vague terms, leav 
| ing it to applica 
| to. decide what the 
would pay as royaltié 
to the government an 
j| to suggest how the 
| might exploit a пе 






















there was some nerv- 
ousness because, while the government 
had intended to keep HKT out of the 
new network, it had not intended to 
hand it to HCV ona plate. Also, the gui- 
dance notes issued to potential appli- 


Anend to empire 


Old British assets in India are the prize in a takeover scramble 


By Jayanta Sarkar in Calcutta 
ndia's corporate landscape is being 
transformed by a takeover spree that 
has few parallels in the country's his- 
tory. On one side are a group of willing 
sellers — foreigners who run Indian op- 
erations. These companies were mostly 
promoted by the British during their 200 
years of colonial rule. Most, if not all, 
'are now for sale. 
' The buyers are Indians, both local 


гапа non-resident. They see in such ac- 
:quisitions an easy way of furthering 


their corporate ambitions. Almost all 
the big Indian business houses and sev- 
aspiring Non-Resident Indian 


The transfer of power from Britain 
to India in 1947 saw an early rash of such 
sales. Another surge came soon after 
the promulgation of the Foreign Ex- 
change Regulation Act (FERA) in 1973 
which banned foreigners from a major- 


«ity holding in most Indian businesses. 
“Now the same thing is happening to 
“most of the remaining colonial-era com- 


panies. 

Because the eastern region, notably 
Calcutta, emerged as one of the major 
па еапу centres of British mercantile 
expansion, such takeovers have become 


; particularly common in this part of the 


country. Besides, a steady decline in 
business growth in this area has not 
spared the local British outfits. Many of 
lame-ducks and 
have thus proved easy targets for pre- 


. dators. 


The list of firms that have changed 


“hands during the current spell is long. 


‘There are the tea companies like Assam 
Frontier, Macneill and Magor, Warren, 
and Assam- 
brook. Several other leading concerns 








have also passed on to new owners in- 
cluding Shaw Wallace, Dunlop India, 
Chloride India. HMV, India Foils. 
British Paints, Fenner and Shalimar 
Paints. A few others like IEL, Britannia 
Industries, Genelec, GEC of India, 
Metal Box India, Tribeni Tissues, In- 
dian Oxygen, Guest Keen Williams and 
ITC are either in slow transition or just 
waiting for an offer. 

The methods of acquisition and the 
extent of control actually being transfer- 
red vary. Sometimes payment is made 
іп India. sometimes abroad. The new 
owners variously hold 10% , 25% , 40% 


| or even more of the equity, but the 


understanding almost always is that 
they will be running the manage- 
ment. 


Е" the point of view of the British 
parent companies, the sales make 
sense. The FERA does not allow them 
to take money out of the country other 
than the bare dividend on their minority 
shareholding. With the rupee steadily 


weakening against sterling, the parent | 


companies were feeling that running In- 
dian subsidiaries was not really worth 
the trouble. 

Under Indian law. even the 
business trip to India of a parent com- 
pany director based in London cannot 
be reimbursed by the Indian offshoot. 
Additionally, many of the parent 
British companies are moving out of, or 
downgrading. their old lines of business 
entrenched in their Indian operations. 

It is against this background that In- 
dian buyers with their more-than-gener- 
ous bids have become active. The prices 
being offered for the shares of these 
British companies is generally far above 


network's telecor 
munications potential in non-franchise 
services. 

Among the many options left open i 
that of the government not acceptin 
any of the bids. 






those ruling in the Indian market. Andi | 
the British companies. keen for 
funds, mostly accept these approact 
There are obvious advantages for th 
Indian buyers. Irrespective of whether 
they are residents or expatriates, they 
are able to expand their corporate terri- 
tory through such deals without runnin 
into the maddening complexities in- 


| volved in setting up a greenfields project 


in India. 

The arrangement proves particularly 
helpful when the Indian buyer happens 
to be an NRI. He can pay from funds 
held abroad and, with some dexterity, 
can avoid involvement with Indian laws 
altogether. 

Some leading foreign banks with 
links in India have been helping lever- 
aged buy-outs by offering the buyers’. 
funds on easy terms. In the case of 
NRIs, the transactions take place 
offshore. 

Most of the target companies are, or 
have been, blue-chip stocks. They offer 
to the buyer at a stroke an estab d 
infrastructure, a continuing prod......n 
and marketing system, a range of pro- 
ducts accepted by the market, access to 
technology developed by their overseas 
ssociates and a firm line of credit at 
banks. In India, these represent major 
attractions. 

Once a former British company pass- 





| es to Indian control, much depends on 


{ 


| 
| 
i 
| 
| 


| 
| 
| 
| 
| 
| 





how the new owners raise the funds 
needed to repay the large loans raised to 
finance the takeover. The pressure is on 
for most of them. Old practices and old 
staff are being discarded. Excess land is 
sold or leased out and funds sent abroad 
through tortuous avenues. To improve 
cashflow, the new managers are also 
often forcing price increases on the 
companies' premium products. 

The time allowed for repaying the 
loans is generally short, so the next few 
years could prove crucial. There may 
yet be an unhappy postscript to the 
takeover game. "Worse, the bubble 
could burst," says a senior executive 
dryly. 
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hinas phenomenal industrial | 
growth of 1987-88 is likely to come 
an abrupt halt due to the govern- 
aent's austerity policies, а depletion of 
aw materials, energy shortages and in- 
adequate infrastructure. 

Economists forecast the slowdown 
ill lead to а recession as new invest- 
ent is expected to come to a standstill 
s banks cut credit. 

In the first three quarters of this 
ear, industrial output reached 06 
83.3 billion (US$237.4 billion), 17.5% 
ore than for the same period last year. 
еауу and light industries grew 16.196 
and 18.996 respectively. The summer is 
usually a slow season for industry, but 
nt panic buying kept factories busy 
Ting out products for a buoyant 
market. Mo industrial growth 

eaked at 20.2% in September, 

while retail sales | grew by 28% to 
Rmb 534.8 billion in the first three 
"quarters. 
Even for goods such as bicycles, 
watches, sewing machines. washing 
"machines and Tefrigerators. which 
are no longer as popular as they once 
were, output increased by 4-50% in 
August, according to the State Statis- 
tical Bureau. Sales of agricultural 
producer goods such as pesticides, 
feedstock, fertilisers and tractors 
also rose by 20% on a year-to-year 
basis in the first three quarters. 

The extraordinary industrial 
growth — September was the 30th 
consecutive month of 10% -ріцѕ 
growth — had been sustained by 








ESliding into recession 


rapid expansion of money supply. In the 
first half of the year, totàl state lending 
increased 24% to Rmb 957.61 billion: 


| Currency in circulation grew 35,9% to 
| Rmb 154.31 billion. 


Transport and energy bottlenecks 


| have worsened. The growth ratio of in- 
| dustry to electricitv and rail freight 
| dropped from 1:0.73:0.57 in 1987 to 


| 1:0.63:0 


.3in the first nine months. 

At major iron and steel plants. stocks 
of minerals and coal fell 25% in the third 
quarter. Some plants have only suffi- 
cient supply to meet two to three days 
needs. Output of crude oil. electricity 
and coal grew by 1.9%, 11.1% and 
4.7% respectively. 

Raw material shortages have been 
aggravated by local authorities and 
businesses rushing into lucrative 
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| processing. of tobacco, 





wool. od. silk 


| and cotton. Many have also scrambled 


to export copper. aluminium. zine and 
cotton fabrics to earn foreign exchange 
because of the depreciation of the ren- 
minbi, 

Inflation-adjusted cost of production 
for factories rose 10.6% on a vear-to- 
year basis in the first three quarters, 
The retail-price index — the broadest 
measure of inflation was up 16% 
at end-September on a year-to-year 
basis, 

To ease inflation, Peking is putting. a 
lid on investment. Between January ава 
September, fixed-asset investment by 
state units grew 16% to Rmb 123.8 bil 
lion, the lowest growth in recent years. 
Total investment budgetary 
extra-budgetary — is estimated to grow 
to Rmb 420 billion by end of the year, or 
Rmb 80 billion more than last year. 

A major source of inflation. is the 
boom in consumption. In the Tifst 
three quarters, the wage bill for state 
workers grew to Rmb 15 

ent above the Ew 
1987), of which Rmb 25.1 billion (up 
46.6% ) were bonus payments. Pur 
chases made by government depart- 
ments and other public institu- 
tions grew 21.3% to Rmb 48.7 bile 
lion. 





to flourish. In the first three 
ters, imports totalled US$36, 
lion (24.3% up on the same 
in 1987) and exports re 
US$32.91 billion (up 24.1963, 
toms statistics indicate. The 
trade deficit was US$3.41 bill ion, 

— Louise do Rosario 


Comment 

















Australan food group said Denny New Zeal and pet food 


























Huge rise in gold miners’ net made it one of Australi 
indian engineering firm is embarking on а As 1 5b 


Cigarette maker and hotel operator disclosed foreign 
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| South Korea's largest integrated chemical firm and parent 








' Net | % сһапде Dividend | 
Company igneis profit on period | Turhover on period. | (prev. ) | 
ute berate cet LS 
Coles Y31 July | A$328.31m +50.2 | A812. 77b 1123 32A€ 
[Myer | (US$270.7m) | — (05810.56) | @4 MC er MOM 
Goodman Y 30June | A$200.26m | +42 | AS A$2.16b +44 | MAG 
Fielder Wattie | (US$165.1m) | (US$1.8b) (same) 
[Western ҮЗ0 June | A$359m +330 | A$867.3m | +41 23A¢ | 
MiningCorp. | ,(US$2059m) | — . (US$ 15m) e (10A¢) |top-20 profit earners. 
Premier Y 30 June | Rs 112m +30  |Rs347b +35 2599 | 
Automobiles (US$7.7m) | (US$239. 3m) | E (1896) | modernisation programme over the next two 
= а а ан E зс чы со 
Y30 June | Rs248m +42 |Rs11.19b +6 | 359 | 
| (US$17.1m) | (05$771. 7m) _| (30%) | exchange earnings of Rs 550m, 
Lucky | H30June T Won27.18b +1075 | Won 600.11b 135 | na 
Ltd | (US$38.8m) | (US$857.3m) Е (n. а.) [x the ey Gi бок dstar ir Group. 
Ssangyong | H30June | Won25.83b | +3685 | Won30938b | +202 | 
pom | (US$36.9m) (US$441.9m) | (ni Е 
H30 June | Won 13.796 +113.6 нот 236.336 +29 | E Strong growth of car and electronics indu: 
(US$19.7m) (US$337.6m) | of South Korea's third-largest steel maker 
Y30June | ¥310.950 | 4193 #722 | 481 | na | Japan's largest car m 
| (US$2.5b) (US$57.5b) ashare to Y 116.58 


and. 


China's foreign trade continues) 
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Canada dollar 
France franc 
Hongkong dollar 
India rupee 

"indonesia rupiah 
Japan yen 
Malaysia dollar 
New Zealand dollar 
Pakistan rupee 18.5314 
Philippines peso 21.392 
Singapore dollar 1.9975 
South Korea won 699.90 
SriLanka rupee 32.938 
Switzerland franc 1492 
Taiwan NT dollar 28.33 
Thailand baht. 

















Bangladesh taka 29.50 32.20 
‘Brunei dollar 2.007 1.999 
; Burma kyat 20.80 6.55 
Macau pataca 8.051 8.05 
Nepal rupee 26.50 24.00 
PapuaN. б. kina 0.895 0.88 


WestGermany mark 






Banknote 
rate 



























Official 
rate 

























Other: SDR1:-US$1.33762, ECU1=US$1.166, 












$$1—M$1.3385, £1 =H! 
8 months forward: Јар: 


K$13.79435, 
ал Y 125.517, 


“Hongkong HK$7.8047, Singapore $$1.9915, 


Middle rate 
















Gold 

















*Selling rate 





London 


Copper New York 
“Current delivery (Dec.) 
Jan. delivery 
Aluminium London 
Current delivery (Nov.) 
alan, delivery 
Tin Kuala Lumpur 
Cotton New York 









Current delivery (Dec.) 


Mar. delivery 
Rubber 









:.. Current delivery (Nov.) 


дап, delivery 
Palm Oil 


Current delivery (Nov.) 


Чап. delivery 
Sugar 


Current delivery (Jan.) 


Mar. delivery 


; Sarawak Asta ЫК 100% 


‘Wheat 


Current delivery (Dec) 


oo. Mar, delivery 
ize 


Current delivery (Dec.) 


Mar. delivery 
Rice 

5% white fob 
Soyabeans 


Current delivery (Novj) 


, Jan. delivery 
Cocoa 

















< Current delivery (Dec.) 


Mar. delivery 

















Kuala Lumpur 


Kuala Lumpur 


New York 


Singapore 


Chicago 


Chicago 


Bangkok 


Chicago 


London 
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China 
US$ = Rmb 3.722 
HKS = Rmb 0.476 
Soviet Union 
US$= Rouble 0.6162 
Laos 
US$ « New Kip 430.00 
Vietnam 
US$: Dong 368.00 

































Year agot 
1.221 н 1.475 
0.57 . 0.578 
1.199 А 1.315 
6.1125 6.3235 5.815 
7.8105 7.807 7.809 
14.60 14.202 12.975 
1,711.00 1,693.00 1,646.00 
126.68 133.00 137.675 
2.666 2.641 2.509 
1.606 1.512 1.654 
18.3816 17.83 17.5125 
21.34 21.05 20.85 
2.006 2.046 2.065 
704.20 723.40 800.60 
32.916 31.979 28.93 
1.515 1.564 1.419 
28.74 28.63 29.96 
25.26 Я 25.55 
1.789 1.719 







Communist 
countries 


Source: Telerate for spot and forward rates from Asian money markets, Republic Na- 
tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for officíal rates. 


Mi 8 ا‎ 
COMMODITIES 
Last sale to 31 Oct. 


405.45 


136.25 


1,340.00 


19.70 


55.44 


287.00 


1,029.00 


9.93 


372,50 


419.40 


283.40 


305.00 


774.60 


824.00 


















































NTEREST RATES (%) 






































































31 Oct. Prime өшү interbank Interbank interbank 
lending bills/bondst t month? 3months* 6monthst 
ий | 1850 | 1855 | 136875 1499125 | 1435 
Britain 1900 — | ex 11.875 12.00 12.00 
Hongkong | 950 | => 8.125 8.3125 8.375 
Indonesia | 2200 | — 1 2100 ЕС n.a. 
Japan | *5.70 | 3.99 | 4.375 | 4.50 4.50 
73.375 | | 
Malaysia 6.75 = | 3.70 | 3.85 3.95 
New Zealand 15.75 = | ` 13.95 | 44415 4.10 
Philippines 13.9375 n.a. 13.50 14.00 4.00 
Singapore 6.13 — 5.0625 5.3875 5.25 
South Korea 11.50 14.40 ~~ -— — 
Taiwan 5.75 5.01 3.75 4.50 5.25 
| Thailand 12.00 6.80 1175 12.00 == 
us 110.00 | 8.038 | 8.375 | 8.625 8.625 
EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt 
К |a ei 1 month К 3months 6 months 12 month 
us$ 8.375 3 8.5625 8.5625 8.625 
£ Sterling 11.875 12.00 11.9375 11.6875 
Von 4.25 443975 | 4.4375 4.4375 
3.6875 3.875 | 3.875 3.875 
Swiss Fr. 4.75 48125 | 48125 4.875 
Dm 13.125 13.5625 | 13.875 14.00 
А$ 10.25 10.375 | 10.50 10.4375 
*longterm — ** short term toffered rate Source: Telerate, Vickers da Costa & Co. 





433.65 


93,00 


1,472.50 1 


19.10 


56.47 


349.50 


995.00 


11.54 


597.50 1, 


368.20 


275.00 


310.00 


776.00 


933.50 








Үеаг 
адо 


‚076,00 

















273.00 


533.00 





1,133.00 


470.00 





88.30 


17.16 






66.73 






264.00 





685.00 


7.05 


077.50 


296.40 









179.40 















‘Coffee London @) 
Current delivery (Nov.) 1,072.00 1,132.00 1,011.00 1,242.00 
Jan. delivery 1,095.50 
Petroleum Tokyo (11) 
Sumatran light 11.30 11.90 15.45 18.30 
Brent | оооп an р. 12.30 11.85 na. 18.90 
ды 1. i. 
(ü£atonne @)MSakg (3)USSanoz  (4jUScalb (5)M$atonne {6) USc a 60 Ib bushel 
{8} US$atonne (9)M¢akg Source: Telerate, Reuter. 


(7) USc a 56 tb bushel 





(10) 5$ a 100 kg 





(11) US$ a barrel 










US$: 


Domestic 
International 


Yen: 
Domestic 


international 


Dm: 
Domestic 


International 


AS: 


Domestic 


international 


C$: 


Domestic 


international 


| к: 


Domestic 


| international 


NZS: 


4 Domestic 


s ternational 


SFr: 


ECU: 


[FAAA corporate 











3-5 yearst 
7-10 years! 
3-5 yearst 


7-10 yearst 


3yearst 

10 years t 
3-5 yearst 
7-10 yearst 


3-5 years" 
10 years Ў 
3-5 yearst 
7-10yearst 


3yearst 

10 years t 
3-5 years t 
7-10 years! 


3years * 

10 years * 
3-5 yearst 
7-10 yearst 


3yearst 

10 years t 
3-5 yearst 
7-10 yearst 


3-5yearst | 


7-10 yearst 
3 years * 
7-10 years! 


3-5 yearst 
7-10yearst 


3-5 years! 
7-10 yearst 





Latest 


B. 63 
8.50 
8.83 


419 
4.81 
AAT 
4.78 


5.88 
6.385 
5.52 
6.18 


n.a. 
na, 
13.28 
12.58 


9.77 
9.77 
9.78 
9.90 


n.a, 
n.a. 
10.25 
9.96 


13,383 
12.90 
13.68 
13.045 


4.36 
4.64 


7.11 
7.53 







1month | 6 months | 
ago ago [ 





























































































4.49 3.62 
5.20 472 
4.41 3.73 
5.30 4.50 
5.98 
6.48 n.a. 
5.88 5.20 
6.48 6.38 
n.a. 10.80 
n.à. 11.79 
13.44 11.32 
12.56 11.95 
10.14 9.43 
10.16 9.77 
10.11 9.61 
10.24 | 10.09 
n.a. na. 
n.a. n.a. 
10.37 9.40 
10.21 9.73 
13.29 13.75 
12.75 13.01 
13.59 18.73 
12.89 13.16 
4.72 3.95 
4.51 4.46 
7.40 7.14 











t Government 
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Source: Telerate. 
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EFFECTIVE EXCHANGE RATES 


Weighted for 1985 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 29 October. 









































S. Korea 
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Economic Growth % (real) (1) 
1987 



































































































































4.6 9.4 4.10 3.6 42 
1988 1-3 7-7.5 1.50 3-4 3.5-4.5 
International Reserves (5) 
Latest USS12.86b USS19.05b n.a. USS5.56b US$5.30b USS89.40b 
(Aug.) (July) (May) June) (Aug.) 
Year earlier USS$10.11b USS13.14b n.a. USS6.43b и .15b US$70.39b 
Trade Balance (total merchandise) 
Latest 3 months MERE USS0.51b + USS0.44b ange ray н манал + prota ы 
uly-Sept. (Apr.-June) (Jui t.) (Jan.-Mar. -July) (June- J 
Previous 3 months = USSO.35b чу - Ty USS1.57b + rif + US$19.25b 
Year earlier —USS0.44b 850.966 +USS0.B1b USS1.51b + US$2.34b *USS18.75b 
Exports (7) 
Latest 3 months USS7.78b USS12.11b USS17.49b USS$65.94b(6) 
% change previous 3 months. -5.52 *35.87 *17.67 «0.5 
* change year earlier +8.65 +29.98 +30.77 
Imports (8) 
Latest 3 months USS8.59b USS12.63b USS17.04b 
% previous 3 months +8.6 +32.18 +8.22 
% change year eartier +12.5 +22.83 * 35.64 
Consumer Prices 
Base July 80-June 81—100 | Sept.-Dec. 1986 100 Oct. 84-Sept. 85 — 100(2 Apr. 77-Mar. 78-100 
Latest 3 months index average 182.0 107.96 119.1 313.96 
(uly: et ) (Sept.-Dec.) (July-Sept.) (Apr.-June) (July-Sept.) (June-Aug.) 
* change previous 3 months 0.1 +2.3 +2.5 +19 
% change year earlier 3 +2.0 +11.4 +8.8 +0.5 
Money Supply (3) 
Latest AS133.5b Rmb823.31b Rs 1.74t(10) Rps 36.28t Y 395.76t 
(Aug.) (Mar.) (Aug.) ^ 
inge previous month +0.9 - * 0.8 +1,7 +10 
лде year earlier M 29. *18.0 +27.0 1.1 
MALAYSIA PHILIPPINES SINGAPORE SOUTH KOREA | TAIWAN | THAILAND 
Economic Growth % (real) (1) 5.05 
1987 42 5.5-6.5 8.8 12.0 11 6.6 
1988 6-8 8-10 10-11.5 6-8 7-9 
International Reserves (5) USS0.48b 
Latest USS6.10b (Aug.) US$15.65b USS10.68b US$70.33b USS5.08b 
(July) USS1.50b (June) (Aug.) (June) А 
Year earlier USS7.07b US$13.58b USS3.41b .72b USS3.87b 
Trade Balance (total merchandise) 0550.29Ь 
Latest 3 months * USS0.61bí(4) (May-July) -USS1.21b + US$2.25b(6) * US$3.28b US$0.67b 
(Jan.-Mar.) USS0.21b (May-July) (July Sept) (July-Sept.) (Apr.-June) 
Previous 3 months * USSO.80b USS0.25b USSO.89b 1. » 
+ USS0.50b -USS1.11b é 






% change year earlier 
Imports (8) 

Latest 3 months 

% change previous 3 months 

% change year earlier 
Consumer Prices 

Base 


Latest 3 months index average 








* change previous 3 months 
* change year earlier 


Money Supply (3) 
Latest 





% change previous month 
% change year earlier 
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except for Singapore (6) Customs basis 

















USS1.79b 
*12.6 





USS4.08b(4) 
1.0 





«34.9 +226 
USS$3.47b(4) USS2.08b 
+32 +15.6 
+36.8 +216 
1980=100 1978=100 
128.6 403.0 
0.1 















































USS9.79b 
*13.5 
* 36.4 





USS11.0b 
+15.9 
+32.2 





June 82- nA B3- 100 








(10) M3 




















US$15.80b(6) 
*10.2 
*30.1 


US$13.56b(6) 
+7.3 





(11) % change over past 3 months 









































Official statistics. 


(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index A (3) М2 or currency plus bank deposits (4) Peninsular Malaysia only (5) IMF definition of reserves minus gold 
(7) fob (8) cif (9) Excluding petroleum products Source: 














tic market factors, though 


TOKYO: Turnover leapt to more than 
2b shares a day as sentiment improved 
over the US presidential election. 
domestic tax reform and weakening oil 
prices. Reports of new policies on in- 
dustrial relocation in Japan boosted 
stocks. Kawasaki Steel led, up X 102 
(81 US cents) to €* 1,050. Mitsubishi 
Heavy gained ¥62 to * 1,020. Daily 
turnover value was ¥1.7t. 


HONGKONG: The Hang Seng Index 
gained 2.53% to break the 2.600-point 
barrier. Volume improved, averaging 
HK$847.04m (US$108.59m) a day, on 
the back of the Hongkong & Shanghai 
Hotel's facedown with Cathay City and 
Cheung Kong's moves to privatise 
Green Island Cement. Hysan Deve- 
lopment gained 26 HK cents to 
HK$1.29 on rumours of a bid. 


SINGAPORE: Profit-taking sent prices 
down early in the period but better 
Overseas sentiment and good local cor- 

orate results later buoyed the market. 

IA closed 30 S cents (15 US cents) up 
on news of a 50% increase in post-tax 
profit but Singapore Land lost 20 S 
cents to $$7.50 on overseas news. Vol- 
ume averaged 20.9m shares a day, val- 
ued at S$43.7m. 


KUALA LUMPUR: Hopes of a con- 
tinued post-budget rally were dashed 
as volume slumped. Prices fluctuated 
within a narrow band, but blue chips 
made some gains as the market asses- 
sed the effects of the corporate tax cut. 
MAS put on 20 M cents (7.5 US cents) 
to M$6.70 and Wilkinson Rubber 10M 
cents to M$3.34. Daily volume aver- 
aged 9.25m. worth M$18.52m. 


BANGKOK: Bears dominated trading 
which saw across-the-board price falls. 
Against a growing liquidity squeeze 
that forced banks to raise interest 
rates, the banking sector was heavily 
hit. Bangkok Bank closed at Baht 289 
(USS$11.47). down Baht 6, while Siam 
Cement shed 5% to Baht 3.146. Dailv 
volume averaged 5.4m shares, worth 
Baht 466.8m. 


MANILA: Market turnover was 
bolstered by two special block sales on 
28 Oct. — Surigao Consolidated Min- 
ing. worth P83m (USS3.88m). and a 
P43.8m block of Wise & Co. But 
prices were mainlv weak. Investors 
shifted from oil to mining and a few 
commercial-industrials. San Miguel-B 
rose РІ to P234. Average turnover 
was 987.49m. worth P81.09m. 


East Asian markets post gains 


BOURSES in Tokyo, Hongkong and Taipei marked up gains for the period ending 31 Oct., largely on domes 
Seoul cooled its heels after recent frantic rises. 


















AUSTRALIA: Trading was dominated 
by the close of October options with 
heavy turnover of BHP, MIM. 
Queensland Resources, Elders IXL 
and the National Australian Bank. 
Turnover was a high A$400m 
(US$329.8m). BHP saw 18m shares 
worth A$130m change hands, losing 4 
A cents to A$7.92. Elders gained 2 A 
cents to A$3.69 on turnover of A$50m. 


NEW ZEALAND: Bank stocks led the 
market down after previous gains, de- 
spite solid buying early in the period 
from Australia. Bank of New Zealand 
closed at NZ$1.50 (94 US cents). down 
15 NZ cents. Insurance and banking 
group NZI Corp. lost 23 NZ cents to 95 
NZ cents. Fletcher Challenge fell 12 
NZ cents to’ NZ$4.86. Volume was 
43.06m shares, worth NZ$63.50m. 


SEOUL: Seoul pulled back from its re- 
cord high. losing 4.6% on worries over 
the appreciation of the won and 
rumours that the government would 
curb monetary growth by resuming 
sales of monetary stabilisation bonds. 
All industries fell. Kia lost 8.1% and 
Daewoo Corp. fell 7%. Daily trading 
volume averaged 12.2m shares, worth 
Won 241.6b (US$345.1m). 


TAIPEI: The market continued its ad- 
vance, gaining 325.98 points as buying 
interest returned to most sectors. Con- 
fidence flagged late in the period on 
fears of renewed appreciation of the 
NT dollar. Average daily turnover rose 
342% to NT$43.63b (US$1.53b). 
China Rebar gained NTS2.90 to 
NT$27.90. President Enterprises 
gained 10.4% to NT$69. 


BOMBAY: Prices tumbled on heavy 
profit-taking and bear hammering. All 
but 8 of the 76 scrips allowed to be 
traded forward registered losses. Acti- 
vity among other scrips was low. Daily 
turnover averaged about Rs 400m 
(US$27.59m). Associated Cement lost 
Rs 31.50 to Rs 276.50 and Vam Or- 
ganic fell Rs 18 to Rs 119. Indian Ex- 
plosives rose Rs 3.50 to Rs 56. 


NEW YORK: The period ended on dull 
trading after an earlier sell-off due to a 
slump in the US dollar. In the wake of 
big corporate moves, investors were 
weary of takeover-related stocks. The 
Dow Jones Industrial Average closed 
down 21.69 points, while the Morgan 
Stanley Capital International Index in- 
ched up half a point to close at 471.50 
points. 
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We care for you 
wherever you are 


If your business is international, 
you need a well-established bank 
that can take good care of you 
day in and day out, 

especially in investment services, 
the bank that has its own network 
and correspondents to provide you 
b. i with all kinds of banking facilities 
at financial centres all over 

the world. 


© Bangkok Bank Limited 
Thailand's Largest Bank 


HEAD OFFICE: 333 Silom Road, P.O. Box 95 BMC. Bangkok 10000, Thailand 
el. 234-3333 Telex: 82638, 82906, 72011 BK BANK TH 
OVERSEAS BRANCHES: Hongkong, Jakarta, Kuala Lumpur, London, Osaka 
Singapore, Taipei. Tokyo, Los Angeles, New York, Hamburg 
REPRESENTATIVE OFFICE: Beijing 











oing for Gold is a commitment at Philips, with innovative products that lead th 





field in design, performance and quality. > Our world-beating electronic Philishave is e 


p 


good example. ®» The latest rechargeable models feature our unique gold-colourec 


double-action shaving heads for long lasting closeness. > An electronic charge system 
allows for up to 3 weeks cordless shaving. > And a charge level indicator informs you ай 
a glance about the power reserve. > Equally unique, our feature-rich CD Video players 


CDV 475, plays all the different types of CD Audio and CD Video discs: singles, extended 


play and long play. > So you get sensational sound and perfect pictures. > 


SOME GOLDEN А 


RDS FOR PHILIPS 
ee andi 


And it's remarkably easy to operate. ® Just load a disc, the rest is automatic. Our 





[` ishave Golden Rechargeables and CD Video players admirably demonstrate how we 
translate advanced design concepts and high technology into tangible user benefits. 


So that you can have the products that serve you best. > And we can win a Gold for 





beating the rest. << 





PHILIPS. THE SURE SIGN OF INNOVATION 


PRODUCTS SHOWN MAY VARY, AND MAY NOT BE AVAILABLE IN EVERY COUNTRY. PHILIPS CORPORATE MARKETING COMMUNICATIONS, EINDHOVEN, THE NETHERLANDS 





PHILIPS 
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© Senter 
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IN HONG KONG, 


‘ae THIS ELEGANT HAVEN 


FOR EXECUTIVES 
IS PART OF OUR 
DIFFERENCE. 


il 


PARK LANE RADISSON 


HONG KONG 


310 Gloucester Road, Causeway Bay, Kong 
Telephone: 5-8903355 Telex: 75343 PLH HX Fax: 5-767853 


See your travel agent or contact the hotel direct 












Business 


Travels 
With The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 


At present most of the 
world’s leading airlines wi 
routes in Asia use the Far Eas 
em Economic Review regu 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/87 6 City Media 
Phase from the INTRAMAR 
STUDY independently cc 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to: 
Samuel J. Atlee 
General Manager — 
Marketing & Sales 
Far Eastern Economic Review 
GPO Box 160 
Hong Kong 


FarEasternEconomic 





Unparalleled influence in Asia. 


F Н ETMT EXT 





The best of the new HEIMTEXTIL is that it offers 


more ideas, more products and more new 


exhibitors than ever before by giving, at the 


ime time, a better over all view and more 


for selection. So there is something 


to look forward to at the new HEIMTEXTIL. 


Frankfurt, 11-14th January 1989. 


Fair and travel information, 
admission tickets: 


Australia: German- 
Australian Chamber of 
industry & Commerce Ltd., 
G.P.O. Box 4247 

Sydney, NSW 2001, 
Telephone: 

(02) 20-3998/3999 
Telex: 25987 gercom aa 


Hong Kong: World-Fair 
Consultants Ltd & 

PAC Travels Co. Ltd., 

Tony Fung 1/Е Tinta House, 
44, Wellington Street 
Central, Hong Kong. 
Telephone: (025) 5-2266 46 
Telex: 64 878 ptei hx 


India: Messe Frankfurt 
Representative for India 
2-b. Vulcan Insurance Bldg 
Veer Nairman Road, 
Chruchgate-Bombay 
400020, 

Telephone: (022) 222002 
Telex: 114254 igcc in 


Indonesia: 

PT. Citra Harapan Abadi 
Representative of 

Messe Frankfurt 

Komplek Perkantoran 
Permata Hijau Blok I, No. 14 
Jakarta 12210 

Telephone: (021) 5 48 28 53, 
5490738 

Telex: 46369 cha ia 


Malaysia: German Industy 
tr Trade, Delegate Office, 
Р.О. Box 11683, 

50754 Kuala Lumpur, 
Telephone: (03) 2383561-2 
Telex: 20198 dihtk! ma 


Japan: Zainichi Doitsu, 
Shoko Kaigisho, 

Central Р.О. Box 588 
Tokyo 100-91, 

Telephone: (03) 593-1643 
Telex: | 26229 gerhaka 


New Zealand: Fairs of 
Europe, P.O. Box 3076 

& 4466, Auckland 1, 
Telephone: (09) 33038, 
31544 

Telex: 21883 wheron nz 


Pakistan: Toriq Brothers, 
Plot No. 29, Sector No. 28, 
Korangi Industrial Area, 
Karachi 14, 

Telephone: (021) 310404/05 
Telex: 2781 tariq pk 


Philippines: European 
Chamber of Commerce of 
the Philippines (ECCP), 
C.P.O. Box 215, Makati 
Manila 2801, 

Telephone: (02) 854747, 
866996 

Telex: 66045 eccpi pn 


South-Korea 
Korean-German Chamber 
of Commerce and Industry 
C.P.O. Box 4963, Seoul, 
Telephone: (02) 77615 46-9 
Telex: 22640 dkihk k 


Taiwan: German Trade 
Office Taipei, Empire 
Building, 15 th Floor No. 87, 
Sung Chiang Road, 

Taipei 10428, 

Telephone: (02) 506 9028. 
5062467 

Telex: 26228 gertrade 


Thailand: German-Thai, 
Chamber о! Commerce 
699, Silom Road, 

G.P.O. Box 1728, 

Bangkok 10501, 
Telephone: (02) 2362396, 
2347190 ext. 35 

Telex: 82836 gtcc th 


Organizers Offices 

Messe Frankfurt GmbH 
P.O. Box 970126 

D-6000 Frankfurt/M. 1 
West-Germany 
Telephone: (069) 7575-0, 
Telex: 411558 messe d 
Teletex: 

69979510 Messe Ft 
Telefax: (069) 75 75.6433 


Messe Frankfurt GmbH 
Representative Office 

15 Scotts Road 

05-04 Thong Teck Building 
Singapore 0922 
Telephone: 7371704 
Telex: rs 58574 mosse a 


a” 
ЕЈ Frankfurt 








BUSINESS OPPORTUNITIES 


CLASSIFIED ADVERTISEMENTS 











FOR SALE BY TENDER 


SHIP REPAIR, WATERFRONT 
DEVELOPMENT SITE 
Located at Hope Harbour, Hope Island 
Gold Coast, Queensland, Australia 
Tenders are invited from experienced shiplift, slipway, 


Ship-repair operators, to acquire and develop a 
6571m* treehoid site with an adjoining 3059m* 
deepwater seabed leases, requiring an approximate 
capitalisation of $2.8 million, to bring into operation 
within 12 months: 
~ a 75-tonne shiplift 
- a 4755m’ hardstand ship-repair yard 
- a fully enclosed portal shotblast paintshop for 

20 metre length vessels 
-a commercial/retail/accommodation complex 

on balance 1816m^* waterfrontage site 
Current zonings in place for the a е uses. 
Tender documents available direct from Owner 
Marina Developments Pty Ltd, P.O. Box 343, 
Runaway Bay, 4216, Queensland, Australia 
Fax (075) 30 8026 - Telephone (075) 30 8288 
Tenders close 12noon EST 
30 November, 1988. 





APPOINTMENT 


RESEARCH FELLOW/SENIOR RESEARCH FELLOW, PRO- 
JECT ON THE MODERN ECONOMIC HISTORY OF SOUTHEAST 
ASIA, RESEARCH SCHOOL OF PACIFIC STUDIES, THE 
AUSTRALIAN NATIONAL UNIVERSITY. Project: Research on 
the economic history of one or more of the countries of Southeast 
Asia. The project will produce a series of volumes covering the eco- 
nomic history of the region from 1850. Applicants should send a 
short statement of research plans with their applications. Qualifica- 
tions: PhD or equivalent in a relevant discipline. Southeast Asian 
experience. Demonstrated research ability and publication record. 
Experience of research coordination would be an advantage. Post: 
Three years initially. Primarily research, with some coordination. 
Available early 1989. Secondments from other Australian institu- 
tions welcome. Details: Before applying from Registrar. Closing 
date: 16 December 1988 Ref: PA20.10.2 SALARY: Senior Re- 
search Fellow: A$41,342 — A$49,145 p.a.; Research Fellow; 
A$29,842 — A$38,932 p.a.; APPLICATIONS should be submitted in 
duplicate to the Registrar, The Australian National University, GPO 
Box 4, Canberra ACT 2601, quoting reference number and including 
curriculum vitae, list of publications and names of at least three re- 
ferees. The University reserves the right not to make an appoint- 


ment or to appoint by invitation at any time. Further information is 
available from the Registrar. 


THE UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYER 


COPYRIGHT REPRINTS 
The combined efforts of the Far Eastern Economic Review's large and 
highly skilled editorial team have made it the premier source of informa- 
tion for those who do business, or have an interest, in or with Asia. 


As a testimony to the publication's editorial quality, many Review articles 
have, over the years, been reprinted in newspapers, magazines, educa- 
tional textbooks, newsletters etc throughout the world. 

Should you as an editor, publisher or on behalf of an organisation, educa- 
tional establishment etc wish to enquire about our reprint and copyright 
charges, please address your correspondence to: 

Managing Director 

Review Publishing Company Limited 

GPO Box 160, Hong Kong 

Tel:5-293123 Fax: 5-8656197  Telex:82804 REVMD HX 


We welcome enquiries from all interested parties and assure you of our 
prompt, individual attention. 





„BUSINESS 
MIGRATION 
OPPORTUNITY 








PERSONAL 


THE 
DIPLOMAT HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 
TEL: 01-235 1544 
TELEX: 9226679 DIPLMT G. 
Single: £49.95 + VAT 
Double/Twin: £64.95 + VAT 


All rooms with private facilities, col- 
our television, direct dial telephone, 
hairdryers, coffee and tea makers. 
Substantial breakfast served in 
bedrooms. 





UK IMMIGRATION 


Specialist professional firm 
provides complete service 
for clients requiring UK im- 
migration. Free booklet on 
UK immigration rules and 
procedures available from: 


GARRICK & CO 
Att: FE 


1 de Walden Court 


4 ] 85 мем Cavendish St. 
I бт London W1M 7RA 
Tel: London 631 0659 





If you have something 
tosay...sayit 
in the Classifieds! 


Toronto, Canada 
Fibreglass Products Manufacturing * 


For Sale. Fully Established, profitable сот 
with a strong customer base in the U.S.A 
Canada. Products: Planters, Ash/Waste roce 
cles, Indoor/Outdoor furnishings, ete. Workf 

is mostly Chinese. Contact Serge Sachdev 
Fiberglass Products Inc.. 1680 Midland Aves 
Unit #12-15, Scarborough, Ontario, MIP 3 
Canada. 

Phone: (416)752-2050 Fax: (416)752-2062 





PROPERTY 














For Finest 


MANHATTAN RESIDENTIA 
Townhouse and Apartment Sale: 


STILLMAN contr sia 


Rockefeller Center Stati 
P.O. Box 1547 

New York, NY 10185, U.S.A. 

Phone: (212) 246-9305. 






Canada 


For sale 3,3 acres of industrial land with 
а 15200012 building, can be increased to 
60000ft?. Existing lease optional can be 
extended for 5 years, Price Cdn 
$1900000. Investment rtunity in 
the fastest goang area of South On- 
tario, only 30 min from Metro Toronto. 
Private sale: Manfred Missalla, 52 
Shieldmark Cr, Thornhill, Ont. Canada 
L3T 3T5 





PUBLICATION 





JUST PUBLISHED 


The Newl 
куыгы: 
Countric 


Challenge and Opportunity 
for OECD Industries 


Documents the evolution of 
trade, industrial policy, 
adjustment issues, foreign 
investment and technology 
transfer between the six 
NIC's — South Korea, 
Taiwan, Singapore, Hong 
Kong, Mexico, and Brazil — 
and the OECD countries. 
1988; 155 pages; 
US$ 20.00; £ 11.00;FF 90. 
Order from: OECD 
Publications, 2, rue André- 
Pascal, 75775 Paris 
CEDEX 16, France. 
Please send 1. 
copy(ies) of NIC's 
(7088011). 
| enclose US$/£/FF _. 
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Address 











2% University 
Р ү of Southern 
=, California 

Graduate 
School of 
Business 
Administration 


IBEA 


Г 






















va University 
X^X Degrees 


BA/MBA COURSES 
rivate non-traditional unaccre- 
ited University offers external 
сһеіог and Master of Business 
dministration courses. Also Doc- 
Жог |. D) programme. 
The а no residential require- 
е 1d the courses can be 
Baken anywhere in the world. Full 
ils are available from: 
Neil Gibson & Company, 
Dept. FER, PO Box 3, Sudbury, 
Suffolk, England. 

















Readers 
are 
recommended 


to make appropriate en- 
quiries and take appropriate 
advice before sending any 
money, incurring any ex- 
pense or entering into a bind- 
ing commitment in relation to 
an advertisement. The Far 
Eastem Economic Review 
shall not be liable to any per- 
son for loss or damage incurr- 
ed or suffered as a result of 
his/her accepting or offering 
to accept an invitation con- 
tained in any advertisement 
published in the Review. 


IBEAR MBA Program 
Graduate School of Business Administration 
University of Southern California 

Los Angeles, California 90089-1421 














A one-year Next program 
management begins 
development August 1989 
program 
offering the 
Master of 
Business 
Administration 
Degree 
emphasizing 
global and 
Pacific Rim 
business studies 


R MBA 


Phone: 213 743-2272 
Telex: 4720490 USC LSA 
Facsimile: 213 749-5887 









MISCELLANEOUS 





AMERICAN FILM STAR 


ELIZABETH TAYLOR 
HER LIFE, HER CAREER 


Private Collector Now of- 
fering the world's largest 
photo collection for sale. 
17,000 photos, press clip- 
pings & more from around 
the world. 


UNIQUE, RARE, SENSATIONAL 


Ms. S. Cohen 
1275 Eglinton Avenue East 
Unit No. 56 
Mississauga, Ontario 
Canada L4W 2Z2 
(416)238-6395 


An Interesting Investment 
$450,000 U.S. 


This space is reserved for 
Classified Advertisements 
Reservations should be addressed to: 
International Classified Manager 
Far Eastern Economic Review 
15th Floor, 80 Gloucester Road 
GPO Box 160, Hongkong 
Tel: 5-293123 Telex: 62497 REVAD HX 





AUCTION 


COMMERCIAL 
INDUSTRIAL 
REAL ESTATE 

USA 


Among the properties offered are 





Colorado 
Ski Resort 
3,030 acres, 36 room 
mountainside hotel, 14 ski 
runs, 3 chair lifts, large 
development parcel. 
Located 45 minutes west 
of Pueblo, CO 
Min. Bid: $3,250,000 


Ft. Lauderdale 
Commercial 
Development Site 
Prime Florida commercial 
development site. 
38.23+ Acres zoned B-3, 
General Business District 
Adjacent to former Sunrise 
Musical Theater. 

Min. Bid: $4,000,000 


NW Arizona 
Orejana Springs 
Land 
11,680 Acre fee parcel with 
water. Foothill property, 
excellent climate 
Near California/Arizona 
Nevada Border 
Min. Bid: $3,500,000 


Miami, FL 
Film & Television 
Production Studio 
36,100 + square feet 
North Miami, Florida 
Home of “Miami Vice” 
Min. Bid $1,500,000 


Many other fine investment 
properties in Colorado, 
Florida, Hawaii, Illinois, 

Louisiana, Ohio, 
Oklahoma, Tennessee 
and Texas. 


Broker Cooperation 


FOR AUCTION CATALOGUI 
WRITE 
KENNEDY-WILSON, ІМ 
ЭПО MAIN STREET 
SANTA MONICA, CA 90405 
OR CALL USA 215-450-2592 
FAX 215-592-5806 














V ladivostok is a city waiting for the 
big time, waiting to join its Pacific 
sisters as a hustling, money-making 
home to the world's fleets. As the Soviet 
Union's major ice-free port on the 
Pacific, it is a potentially important 
gateway to the East. But only in the past 
two years have the Soviets begun to 
view it as more than a naval bastion. It 
has been a closed city since 1933, the 
year following the Japanese advance 
into Manchuria. 

When he visited Vladivostok in 
1986, Soviet leader Mikhail Gorbachov 
pomo that the city would someday 

ecome “а major international centre, а 
seat of trade and culture, a city of festi- 
vals, sporting meetings, congresses and 
scientific symposiums.” Quoting 
Pushkin’s famous poem about St 
Petersburg, the Russian window to the 
West, he said, “We will play host to all 
the world’s flags.” 

As of September, Vladivostok and the 
surrounding Primorskiy (maritime) re- 
gion were no longer classified as special 
border zones, closed to ordinary Soviet 
citizens. But the city is not expected to 
be fully opened to foreigners until 
around 1990, or when the international 
situation is considered propitious. 

There are no international flights ar- 
riving here yet, though Tokyo would be 
less than three hours away, and Manila 
only four. There are no foreign stu- 
dents. Visitors from 36 different coun- 
tries who descended on the city recently 
for a conference on Pacific 








are said to be cheap and plentiful all 
year round. 

Why has this window to the East 
been closed for 55 years? The simple 
answer lies 6 km across the water from 
the city’s centre. It is the island known 
as Russkiy Ostrov, a major naval base 
since tsarist times. Ordinary residents 
of Vladivostok say they can’t get any- 
where near the base which has such an 
important impact on their lives. Vla- 
dimir Efimov, a film editor from Kam- 
chatka, is the grandson of the man who 
commanded Russkiy Ostrov until 1937, 
when he was arrested and sent north to 
the Kolyma camps. Efimov has tried re- 
peatedly, he says, to get permission to 
visit the base his grandfather com- 
manded, but without success. 





Today's high-quality satellite sur- | 


veillance would seem to be destroying 
the rationale for keeping Vladivostok 
closed, however. This year’s edition of 


the US Defence Department publica- | 


tion, Soviet Military Power, features a 
satellite picture of the base, where it 
claims 95 submarines are home-ported. 
Soviet civilian analysts have begun to 
ask themselves what the purpose of 
their outpost on the Pacific should be: 
"To use it for the benefit of the entire 
nation," as one puts it, "or to keep our 
neighbours — and ourselves — in a con- 
stant state of tension?" 

Clearly Vladivostok is preparing it- 
self for more foreign visitors — a new 
airport is being built, a tourist restau- 





security and cooperation, 
could not find any street 
maps. An enterprising Ja- 
panese journalist drew one 
of his own. 

Even the locals admit 
that the climate is unappeal- 
ing for most of the year — 
cold but dusty in winter, 
damp with monsoons in July 
and August. But in it's gold- 
en season in September and 
October, Vladivostok seems 
a selfish secret to have been 
kept for so long. Hills — 





> г. 5 
| Street scene in Vladivostok: enforced isolation. 


P 





lower and less breath-taking | гу 4 
than San Francisco's — slope | x— 
down to the crowded com- 
mercial harbour, named 

after Istanbul's Golden 


Horn. To the west, looking out over the 
Amur Gulf, more hills appear on the 
horizon. 

There is a small-town charm to some 
of the streets, where graceful, art- 
nouveau buildings have not been el- 
bowed aside by the Stalinist monsters so 
characteristic of Moscow. Impartial ob- 
servers from the Moscow press corps 
also swore that the local women are 
more attractive than those of the capi- 
tal. If there is any truth in this, the secret 
could be a healthier diet — fish products 








rant featuring Russian folk perform- 
ances is open, and the steamship 
Konstantin Chernenko stands ready to 
take visitors cruising on the Amur Gulf. 

It's a rule of thumb here that one out 
of two people's livelihood comes from 
the sea. And the absurdity of keeping a 
seaport closed hits home when one visits 
the fish port on the Golden Horn. Its 
fleet ranges all over the Pacific, from the 
Bering Sea to the waters of New Zea- 
land. Sailors aboard the transport ship 
Lisyansky Island had just returned from 








SOPHIE QUINN-JUDGE 












Astoria, Oregon, where they had deli 
ered a cargo of crab for a Soviet-Ame 
can fishing joint venture. These sailow 
earn good money by Soviet standar 

КЫ 700 (US$1,125) a month is the 
average salary. Altogether there ан 
around 100,000 men at sea from the 
Primorskiy region. 

The city's residents appear eager t 
see the end of their enforced isolatior 
"Come and set up your stalls here, stam 
trading." invited one retired gentlemar 
gesturing around a busy square, wher 
the only stall visible was offering gree 
bananas and pomelos straight ѓа 
Vietnam. When asked what im T 
would like to buy, he answered “clo 
ing — we need good clothing. Апе | 
food." 

The three-day conference at the be 
ginning of October drew a motley as 
sortment of academics, diplomats, busi 
nessmen and press to Vladivostok. Ти 
was in part a vintage Gorbachov public 
relations exercise. 

The visitors may, in fact, have stum- 
bled across a major change of gears for 
perestroika, signalled by the сепіга 
committee plenum which finished just 
as the conference opened. The local au- 
thorities seemed to be slightly out of 
step with current thinking 
in Moscow: when asked 
whether the conference 
would be discussing joint 
ventures, the chairman of 
the regional Soviet 
answered that this was not 
on the agenda. He ут +71- 
mediately contradict ›у 
Yevgeniy Primakov, central 
committee member and 
ranking Muscovite present, 
who assured the audience 
that any relevant topic was 
open for discussion. 

Primakov, who is taking 
special responsibility for the 
development of the Far 
East, used the time in Vla- 
divostok to make a side trip 
to Posyet, a town near the 
Korean border. This is the area, close to 
the labour resources of North Korea 
and China, which is the prime site being 
considered for development of a "free 
enterprise zone." 

The Soviets are painfully aware that 
they are "missing the train" in Asia, as 





| economist Valeriy Zaitsev told one 


group. They are probably hoping that 
the Vladivostok meeting will give 
another shove to their slow-moving eco- 
nomic bureaucracy. 

— Sophie Quinn-Judge 
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FOR A MOMENT, WHAT BEGAN AS SIMPLY A RITUA 
BECAME SOMETHING VERY RARE AND REAL. SOMETHING TO HOLD 
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Australia A$3.75 — Bangladesh Така 38 — Brunei B$4.50 — Burma Kyats 5.50 — Canada C$4.50 — China US$2 50 — France Ftr 22 — Holland G 8 — Hongkong HK$20 — India Rs 24 — Indonesia Rps ЗООК 
Japan Y660 — Korea Won 2000 — Laos US$2 — Malaysia M$5.50 — Nepal Rs 25 — New Zealand NZ$4.50 — Pakistan Rs 22 — PNG Kina 2 50 Philippines P30 


К § 30 Saud Arabia SR 
594.50 — Spain P 300 — Sri Lanka Rs 45 — Sweden SKr 25 - Taiwan NT$90 — Thailand Baht 70 — U.K £240 — 11S A пса an 
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Royal Executive Glass. 


One of the most enjoyable things about flying is the glass of champagne you receive after take-off. On Thai the 
ge Champagne is in a class above most other airlines. Passengers in Royal First Class are treated to vintage Dom 


4» Perignon champagne while passengers in Royal Executive Class sip Moet & Chandon Brut gx -< 
“Imperial. Thai. Centuries-old traditions. Innovative thinking. State-of-the-art technology. е | Thai 
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А NEW STANDARD FOR BUSINESS 
TRAVELLERS IN THE LAND 


chanya, 










aen Med ишин (илеш) OF THE RISING SUN. NAGOYA. 


Nick Seaward (2618244) 
London: (937-4910) 

Manila: James Clad, Jose Galang (5221808/595077) 

New Delhi: Salamat Ali (South and West Asia), 
Lincoln Kaye (5 

Peking: Robert Delfs (532-1550) 
Seoul: John McBeth, Mark Clifford (732-7354) 
Singapore: (2203720) 
Sydney: Michael Malik (212 
Taipei: Shim Jae Hoon, Jonathan Moore 
Tokyo: Charles Smith a Holloway (2 | Superior service unfolds in the heart of 
Washington: Nayan Chanda (530-8303 | Nagoya. 


OTWERCORRESPONDENISANDCONTRIBUTORS | | The exclusive Nagoya Hilton Inter 










(502-23 










Jacqueline Rees national opens its doors on March 1, 1989, 
ами Jayanta Sarkar | x Р ir bes à 
Calcutta mmm — Магікбебма in the centre of the city’s business and 





wn ا‎ entertainment district. 
ой ; этлек) Farc Wi ams (бин. With 437 exquisitely appointed rooms 
vec алатта and suites as well as two Executive Floors 
— atum Qe to cater to your most discerning tastes 
I —— v dues There's also an Executive Business 
Centre with outstanding business facilities 


— T 4 as well as a complete Fitness Centre for а 


















gu camem cYalhach - 
irector: Charles Н. Stolbac relaxing workout after a busy day 
Managing Director: 5 | J. Atlee axing y day. 
- Marketing а бает Focusing on you. Nagoya Hilton 
r, Asia: James MCL yes , 
Jen : ole national. 
International Classified Manager Karen? Inter | 
Circulation Manager: Sn c Ng For reservations, call your travel 
Ady. Production Manage" A agent, any Hilton International botel or 
ed weekly, eve EET Company wesc \ Hilton Reservation Service. 


1 Dow Jones and Company " 
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ОМЕ РІ АСЕ LETTERS — — 


LIKE HOME. Financial independence 


Murray Hiebert’s report [BRIEFING, 13 

E | Oct.] that Cambodia's new floating ex- 
E Xm hen you or your employees 
are traveling to the United 





Я THERE 59 


change rate "departs from that of 
Phnom Penh's Vietnamese ally" is a 
perfect example of the way in which all 










States for 30 days or longer, | news about Cambodia must be carefully 
Oakwood Corporate Apart- | worded in order to depart as little as 
ments are like a home away | possible from the Asean-US line on 
from home. Vietnamese domination of Cambodia. 


The Cambodian currency has never 


akwood Corporate 
CD р | been linked to that of Vietnam and the 


ee + iq mà new exchange policy is thus in no way a 

i i А ; from 1 vios ical departure. The new rate continues a 
televisions to maid service. We can even provide VCR's, telephone answering Cambodian policy begun about two 
machines and microwave ovens. (And by special request, rice cookers). | years ago gradually to bring the official 
All the comforts of home to keep you and your employees happy and exchange rate in line with the unofficial 
one. During late 1986 and early 1987 it 


productive when they're traveling. 
At half the cost of a hotel. 


was accompanied by a rise in the riel 
against the dollar at a time when the 
dong was dropping sharply. 

But, of course, any admission ofe- 
| nancial independence is difficult x 
| concile with fixed ideas about Vietnam- 
ese control. 





ALL THE COMFORTS OF 


A RESORT HOTEL. 





You know what they say about all work Penang Michael Vickery 
and no play. 
That's why we've built Oakwood Corpo- Cambodia’s apologists 


rate Apartments around a truly impressive 
recreational facility. 

Your employees can take a swim ina 
large heated swimming pool, play tennis 
day or night on lighted courts with the 
resident pro or even enjoy a workout in 
one of the high-tech fitness centers. 
Some of our properties even offer volley- 
ball and basketball courts* 

We'll keep your employees in the same 
condition we keep the employees of 300 
of the Fortune 500 companies. Rested. 


| Tom Fawthrop's review of the Oxfam 

| book Kampuchea Punishing the Poor 

[8 Sept.] makes a serious mistake. The 

book was not "put together by all aic 
groups” in Phnom Penh, Author Ev: 
oue: Bi es the impression that th 
‘cen commissioned by th 
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OVER 200 YEARS OF CAREFUL BREEDING 
PRODUCED THIS CHAMPION 





Every once in a while, a truly great 
horse is born. A horse destined to become 
a supreme champion on the racecourse 
and to pass into legend. A Nijinsky or 


an Arkle, a Red Rum or a Shirgar — SUDOTD ље fme imes of tbe itoroughóved безше ан impeccable pedi 


animals who remain unchallenged in their lifetimes. 
But perfection does not come about by chance. Such 
a horse is the result of the careful breeding of the bluest 
of bloodlines that can be traced for generations. And from 
the day of its birth, the young horse will be lovingly 
nurtured and cared for, meticulously shaped into a 
champion. 
So it is with Hine Х.О., the champion of fine 
cognacs, the choice of connoisseurs. 
Established in the heart of the Cognac region 






of France in 1763, the house of Hine 
has remained unswervingly 





Leaves nothing to be desired 


faithful to the standards of qua 
down by its founder, Thomas Hine 
Since the eighteentl 

century, every drop of 

Hine cognac has been lo 

vingly matured under the watchful eye of 

one man, the cellarmaster, whose senses | 

are his birthright and whose extraordinary 

talents can be traced back thr ugh | 

six generations of the Hine family 
Hine X.O.— a thoroughbred champion 

of maturity, delicacy and 

finesse. A cognac of 

incomparable quality, 

to be savoured with 

respect and infinite 


pleasure 











T e /s one thing you. have to ) be 


prepared for in the future. 





When we design an information system, we anticipate more than 
the future of technology. We anticipate the future needs of our customers. 
And we provide solutions that last. 





Solutions that last help our customers preserve the investment 
they've already made in systems and software. They embody IBM's 
commitment to connect technology our customers have purchased in the 
past with technology they will acquire years from now. 

That's not just a promise. We have the products to prove it. IBM's 
Systems Network Architecture (SNA) has delivered on its promise of a 
fully connected enterprise, from workstation to mid-range to mainframe. 
It's one reason IBM installs and services more networks than any 
other company. 

We've also designed Systems Application Architecture (SAA): а 
@amework that allows applications to work across all ІВМ systems in 
the same way. 

So, no matter what size your business is, take a look at all the 
benefits we have to offer. Because you have a choice. You can hope for 
the best. Or you can plan for it. 


ER We're in the results business 


throughout the country risk expulsion 











by voicing their criticism. 

Oxfam, by glossing over any Cambo- 
dian tragedy not related to Pol Pot, 
stays in the good graces of the Hun Sen 
regime. It runs no risk of penalty by 
the publication of the book. Most relief 
workers, sworn to silence by their agen- 
cies, know the real story. It is one of 
forced labour, political oppression, and 
governmental ineptitude. 

Mysliwiec spent five years in Cam- 
bodia. She appears to have identified so 
strongly with the government's views 
that she can no longer see the persistent, 
government-inspired problems that still 
crush the country. 

If Oxfam wants to address the con- 
tinuing morass of Cambodia, it should 
examine the issues honestly and with a 
critical eye. 
France 


Mahathir maligned 


‘A Malaysian’ [LETTERS, 8 Sept. ] ought 
to realise that if Prime Minister Datuk 
Seri Mahathir Mohamad is indeed a ty- 
rant and as despotic as the writer seems 
to claim, then Johor Baru poll winner 
Datuk Shahrir Abdul Samad would 
have been banished to an unheard of is- 
land in the South China Sea a long time 
ago, the Tunku put under permanent 
house arrest, the four Internal Security 


‘Relief worker’ 





| text or analyse the obvious bias of its au- 


Act detainees reduced to vegetables in | 
detention camps and the “errant” | 
judges would have been automatically | 
sacked without pensions instead of hav- 
ing a tribunal hear their case. | 

I do not like to sound an apologist for | 
Mahathir but please bear in mind that 
Malaysia would never have exhibited an 
ounce of compassion and allowed | 
thousands of Vietnamese refugees to set 
foot on its shores (see LETTER FROM 
PULAU BIDONG, 22 Sept.) if Mahathir 
was a dictator. 


Eugene, Oregon *Another Malaysian' | 


Cultural conflicts 


I read J. D. Morgan's response to my ar- | 
ticle on the Chinese TV series River 
Elegy [REVIEW, 6 Oct.]. Due to the limi- | 
tations of space I was unable to discuss 
the TV series in its larger cultural con- | 


thors' views. 

In their critique of China's past, 
many members of the mainland Chinese 
intelligentsia are indulging in what the | 
American scholar Yu-lin Sheng has | 
termed “totalistic iconoclasm." The 
mood, language and extremism of their 
attacks bear a striking resemblance to 
those of the May 4th Period (1915-27). 

Indeed, the parallels between then 
and now do not stop there. Television 


cism, pop music and fiction in the main- 
land have all thrown up their own exam- 
ples of such thinking — leading some 
party bureaucrats and intellectuals to 
decry the trend as a wave of "cultural 
nihilism." 

Although my article referred to the 
“decayed and impoverished cultures” of 
the Middle East, Africa, South America 
and India, I was actually paraphrasin 
the commentary of River Elegy itselt. 
Certainly, the authors of the pro- 
gramme have no sympathy with non- 
Western or non-technological societies, 
but they were generalising about the ex- 
tinct civilisations of the old world. It was 
not my intention to condemn non- West- 
ern cultures. 


Canberra Geremie Barmé 


A welcome posting 


І read in your TRAVELLER'S TALES О! 
[29 Sept. [ that my posting to France i: 
considered as "exile." I would ap 
preciate the opportunity to me" 
known the truth, especially to my n 
cynical friends in Singapore: there 
never was the slightest indication o 
"exile" when I accepted the post of am 
bassador to France. On the contrary, 
was excited by the prospect. 

I had been in the wilderness for mort 
than 20 years and I ached to serve m: 





aside, the social sciences, literary criti- 
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For such a superbly equipped hotel, Hong Kong's 700 
room New World keeps its achievements refreshingly quiet. 
It's rather surprising, given our location next door to 


a major shopping centre in the heart of Kowloon's 
business area. 


And even more so, given our enviable reputation for 
service and value. Our fine restaurants and bars, disco, 


NEW WORLD HOTEL 


А New World of Hospitality 
22 Salisbury Road, Tsimshatsui, Kowloon, Hong Kong. 


sauna and gym. Plus the privileges and privacy afforded Telephone: 3-694111 Telex: 35860 NWHTL HX Fax: 3-699387 


by our exclusive two floor Dynasty Club for executives. 





New World Hotels International 


WORLDWIDE SINGAPORE MALAYSIA THAILAND PHILIPPINES 
Utell International Reliance Travel Reliance Shipping & Travel Roongsarp Travel Uni-Orient Travel 
Tel: 5322222 Tel: 2480055 Tel: 2240039 Tel: 47-20-71 
Telex Telex: RSTM MA31264 Telex: 81001 RONGSAP ТН Telex: 27205 ORIENT PH 





country. I have been deeply move 
since the age of 16 by French though 
that emphasises human dignity and ex 
pected to do great things for the deve 
lopment of relations between our tw: 
countries — there I was wrong. I als 
thought that for my adolescent children 
the impact of a radically different cul 
ture would give dynamic impetus an 
wider vision to their development - 
there I was right. 

I accepted sharply reduced incom 
not for the privilege to go into exile, bt 
in the hope of more meaningful activit 
that would benefit my country and m 
family. 


Paris David Mar 


Human resources 


James Clad's article on the populatio 
of the Philippines [REVIEW, 20 Oct.] is 
jumble of statistical tricks. 

Population cannot be quantified sin 
ply by numbers; rather, there are ir 
numerable elements which come int 
play. Growth in the population shoul 
not be viewed as something negative 
additional people means additional ta 
ents. People are always à source « 
wealth. Their creativity brings wealth t 
their family and, eventually, to Phili 
pine society. 
Hongkong 


Marcelo E. de la Ст 





Pseudonyms are accepted, but letters. in- 
tended for publication in these columns must 
bear the writer's signature and address. 








AT мгпяаосо 1900 „ CAN EACTERN EPQGNMIP REVI 























The New JAL: 


More than ever 
a guaranteed pleasure 


As highly trained and 
dedicated professionals 
we will confidently do our utmost 


any flight with us as enjoyable as г 


As the world's number 


will maintain the highest 
4 service as befits our leader 
As a renewed and recently privatizec 


corporation we will demonstra 


to meet your needs 


As Japan's inter 


greater competitive spirit and enthu 
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TEES/SIDE 





A remarkable corridor of 
opportunity is now opened up 
along the River Tees in the 
North East of England. A 
remarkable opportunity for 
industrialists, developers and 
investors to become part of 
one of the most dynamic 
trading and manufacturing 
communities in Europe. 
Teesside - largest of the 

new UK Urban Development 
Corporations, with nearly 50 
square kilometres of land for 
new factories, houses, offices 
and leisure developments. 


Teesside - ideally placed on 
the North Sea coast between 
the South of England and 
Scotland, operating the UK's 
second largest port, providing 
a major gateway to Europe, 
Scandinavia and the world. 
With excellent road and rail 
links to all parts of the UK, and 
an international airport. 


Teesside - an international 
centre of chemical and 
petrochemicals production, 
offshore oil technology, iron 
and steel manufacture, metals 
development, and engineering 
design and construction; a 
major focus of food and drinks 
development and of the 
clothing industry. 

Teesside - with a labour force 
skilled in manufacturing 
operations, with education and 
training centres producing the 
technicians for today's 
industries, and research and 
















THE 
CORRIDOR OF 
OPPORTUNITY 


'... where you have 
initiative,talent and ability, 
the money follows..: 
the Rt Hon Margaret Thatcher, Prime Minister, 

Teesside, 16 September 1987 
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development facilities at the 
forefront of technology. 


Teesside - where Government 
financial assistance is the 
highest in Britain, where 
additional aid can be provided 
by Teesside Development 


Corporation, where substantial 
European Community funds 
are being made available for 
renewal projects. 

Teesside - with superb 
countryside and coastline, 
with a wide choice of attractive 
low-cost housing, with a 
civilised lifestyle that beats 

the big cities. 


Teesside - where companies 
from Japan, Korea, the USA, 
Germany, Denmark, Holland, 
Norway and Hong Kong have 
established manufacturing 
and distribution operations. 


To find out more contact: 


Paul Grosvenor, Northern 
Development Company, 
2803 Admiralty Centre, 
Tower 1, 18 Harcourt Road, 
Hong Kong. Tel: 5 8654011. 
Fax: 5 8613420. 


Peter Watson, Marketing 
Director, Teesside Development 
Corporation, Tees House, 
Riverside Park, Middlesbrough, 
Cleveland, TS2 IRE UK. 

Tel: 642 230636. 

Fax: 642 230843. 
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Initiative Talent Ability 


Working with the Northern Development Company 
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financial privileges designed to 
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W ith what might be only a temporary respite from a US 
attack on Japan’s most protected market — rice — the 
cosseting of the country's hopelessly uncompetitive farm 
sector is causing discomfort for the ruling Liberal Demo- 
cratic Party (LDP). Although the farm lobby — the pyramid of 
ys rural cooperatives known as Nokyo — is a vital source of 
| electoral support and funding for the LDP, some party fig- 
Й ures are suggesting it will soon have to bite the hand that 

feeds it. Tokyo bureau chief Charles Smith explores the 
'| Мокуо network, outlining its grip on both farmers and rural- 
based politicians. He also points up the fact that by using 
help farmers, Nokyo has become a vast 


business empire with its own priorities often distinct from those of its ostensi- 


ble rural clients. Page 24. 


Cover illustration by Gavin Coates. 





Page 14 

A cutback in US funding for a corrup- 

^-n-riddled covert operation to aid 
ti-communist Cambodian resist- 

ance groups will leave them weaker 

than the Khmer Rouge when the Viet- 

namese pull out. 





15 
India's swift crushing of an attempted 
coup in the Maldives raises some 
questions about its role as policeman 
to the Indian Ocean. 


Page 18 

The US treats the Soviet announce- 

ment that it is suspending troop with- 
1wal from Afghanistan as little more 

widn a war of nerves. 


Page 23 
A moderate wins the leadership of 
Taiwan's opposition Democratic 


Progressive Party, beating the radical 
faction calling for Taiwan indepen- 
dence and tougher confrontation with 
the government. 


Page 39 

Pressure mounts in South Korea for 
former president Chun Doo Hwan to 
admit wrongdoings while he was in 
power or face legal action. 


Page 42 

Vietnam has taken a constructive role 
in several areas of its foreign relations 
this year in a bid to end its economic 
isolation from the West, though it has 
yet to make dramatic concessions on 
the main problem, Cambodia. 





Page 88 


| Thailand: Lethal disclosures 


| 


Patents have become the latest | 


source of trade friction between 
Washington and Tokyo, with US busi- 
nessmen claiming Japan is encourag- 
ing the theft of US ideas. 


Page 89 


China faces a deepening current- | 
account deficit as export growth fails | 


to keep pace with an import surge 
generated by the demands of moder- 
nisation. 


Page 90 


Small Chinese trading companies in | 


Hongkong are likely to be hit hard by 
Peking's efforts to centralise control 
of the economy and clamp down on 
corruption. 


92 
A row between Hongkong and Aus- 
tralia over air traffic rights is blocking 
the introduction of extra flights and 
frustrating thousands of would-be 
passengers. 


Page 99 
The US-Japan semiconductor pact is 
intensifying a world shortage of 


microchips and damaging the in- | 


terests of the US computer industry. 


Page 100 

Indonesia's second-biggest соп- 
glomerate, Astra, is embarking on an 
ambitious expansion programme 
aimed at boosting export revenues. 


Page 107 
Hongkong garment makers suffer a 


downturn in sales as a result of | 


changing fashion trends in the US, 
their biggest market. 


Page 108 

The Hongkong-based AsiaSat con- 
sortium is expected to be given the 
go-ahead to launch a US-built satel- 
lite on a Chinese rocket in 1990. 
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Sri Lanka authorities have or- 
dered all foreign tourists to 
leave and are turning all new 
arrivals back because of worsen- 


ing violence. Hundreds of 
tourists were bussed in to Col- 
ombo from outlying resorts on 
8 November to await flights out. 
Strikes enforced by death 
threats from the radical Janata 
Vimukti Peramuna (People’s 
Liberation Front) have dis- 
rupted shops, banks, transport 
andhotels. — ACorrespondent 


eus cen 


Eleven people were arrested 
after lighting candles in a Kuala 
Lumpur public park on 6 Nov- 
ember to show support for the 
remaining 17 detainees held 
under the Internal Security 
Act since last vear. The po- 
lice had in the preceding 24 
hours broadcast warnings that 
anyone taking part in illegal as- 
semblies would be prosecuted. 
Malaysian law forbids public 
gatherings of more than three 
persons without à police per- 
mit. Police said the supporters 
— who were released later that 
night on bail — were arrested 
for refusing to disperse. 

— Suhaini Aznam 


France approves New 
PESE pests pian 
A national referendum in 


France on 6 November suc- 
ceeded in gaining acceptance 
for the New Caledonian peace 
plan which will lead to an 
eventual choice of indepen- 
dence in 10 years. Overall, 
57% of the territory's voters 
supported the plan while 43% 
opposed it. In France, 87% 
7 the plan, but the low 
37% turnout led rightwing-op- 
position politicians to label the 
referendum a defeat for the 


Socialist government. 
— Sarah Walls 
Burmese | for 


asylum in Australia 

Three Burmese diplomats in 
Canberra applied for diploma- 
tic asylum or refugee status on 
8 November, claiming that 
their political activity in sup- 
port of democracy in their 
country exposed them to 
danger. Their appeal gives cre- 
dence to reports from Rangoon 
that diplomats who had voiced 
dissent against the regime a few 


12 








| in the 


months ago are going to be re- 
called. Rangoon sources said 
civil servants who joined the 
rotests are now being purged 
in large numbers and replaced 
with army officers, while mili- 
їагу intelligence is reported to 
be keeping a closer watch over 
foreign diplomats in Rangoon. | 
— Michael Malik and 
Bertil Lintner 

Indonesian incursions 

may continue 

Indonesia has sent a diplomatic 
note to Papua New Guinea 
(PNG) saying that military in- 
cursions across their border 
may continue as long as 
Melanesian separatists con- 


tinue to operate in the border 
area. Jakarta was responding 
to a strong protest lodged by 
Port Moresby after Indonesian 
troops strayed across the bor- 
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der іп October, raided a village 
and took hostages who were 
later released. After talks with 
Indonesian Foreign Minister 
Ali Alatas in Jakarta on 6 Nov- 
ember, PNG Foreign Minister 
Michael Somare said he re- 

arded the raid as "serious," 

ut that misunderstandings 
had been cleared up. Alatas re- 
ferrred to the incursion as "in- 
advertent,"— Michael Vatikiotis 


Philippines minister 
resigns after a year 
Philippine secretary of public 
works and highways Juanito 
Ferrer resigned after one year 
st on 6 November. 
Ferrer, brother of former local 
overnment secretary Jaime 
errer who was assassinated 
last year, said he was tired of 
the job, but political sources 
said he was asked to leave the 
cabinet because of his depart- 
ment's slowness in finishing 
projects and for political 
reasons. Ferrer's successor is a 
respected technocrat and pre- 





sidential adviser, Fiorello 
Estuar. — Rodney Tasker 


BUSINESS 


South Korea’s net 
foreign debt almost gone 
South Korea’s net foreign debt 
has almost been eliminated, 
thanks to the country’s con- 
tinuing current-account sur- 
plus which has been used to 
build overseas holdings. For- 
eign holdings grew more than 
70% in the frst nine months of 
the year, from US$13.2 billion 
to US$22.6 billion, according 
to the Economic Planning 
Board. Net foreign debt was 


| reduced from US$22.4 billion 


to US$10.4 billion and the gov- 
ernment estimates net debt will 
decline to USSS.5 billion by the 
vear-end. Independent ana- 
lysts expect the country to be- 
come а net creditor in 1989, for 
the first time in its history. 


— Mark Clifford 
Formosa Plastics 
to build US plant 
Taiwan's Formosa Plastics 


Group (FPG) will build a huge 
cede sam plant in Port 

avaca, Texas, near the Texas 
Gulf Coast, which will cost 
more than US$1.5 billion, the 
company announced on 31 Oc- 
tober. The plant will produce 
680,000 tonnes of ethylene a 
year. The Industrial Develop- 
ment Bureau on 3 November 
approved FPG's plan to build 

aiwan’s sixth naphtha cracker 
in Taoyuan near Taipei. FPG 
must still overcome strong op- 
position from residents and en- 
vironmentalists before build- 
ing the new cracker. 


— Jonathan Moore © 


Carrian damages suit 
settled out of court 
The Hongkong  court-ap- 
pointed liquidators of George 
an’s Carrian Investments, 
Arthur Young, have settled a 
HK$227 million (US$29.1 mil- 
lion) damages suit for negli- 
gence against six former direc- 
tors of Stelux Holdings and the 
solicitors firm C. C. Lee & Co. 
It involved a December 1979 
deal in which Stelux sold a 
majority holding in Mai Hon 
to a George Tan company and 
Tan sold back two of Mai 
Hon’s major assets to Ste- 
lux. Arthur Young alleged 
that Mai Hon’s assets were 
worth HK$144 million and had 
been sold for about HK$30 


million below their true 
value. 
Meanwhile, the govern- 


ment on 4 November dropped 





all fraud апа corruption 
charges against former Carrian 
executives Bentley Ho and 
| Carrie Woo. The two faced 
| сһагреѕ in connection with 
| HK$6 billion of loans from 
the deposit-taking company 
Bumiputra Malaysia Finance 
(BMF) to Carrian between 
1979-83. The two were jointly 
charged with Tan; the charges 
against Tan stand. The govern- 
ment said the charges were 
| dropped to try to keep the 
| BME charges ata Ан 
level. — Emily Lau 


Taiwan to allow banks 
overseas branches 
The Taiwan Ministry of Fi- 
nance (MoF) will allow all local 
banks to open overseas branch 
offices. e MoF said on 3 
November it will review the ap- 
plications of six local banks 
set up offices or subsidiaries 
five cities abroad. Three gov- 
ernment-controlled Taiwan 
banks — the First Commercial 
Bank, the International Com- 
mercial Bank of China and the 
Bank of Communications — 
have 20 overseas branches. 
The liberalisation is aimed at 
strengthening bank manage- 
ment and facilitating move- 
ment of Taiwan's huge savings. 
— Jonathan Moore 


Mitsubishi Motors’ issue 
attracts investor interest 
Tokyo stockbrokers reported 
heavy orders for the 70.4 mil- 
lion shares to be issued by Mit- 
subishi Motors at a price of 
¥850 (US$6.80) on 5 De- 
cember. The flotation of about 
10% of the company’s stock is 
the largest since Nippon Tele- 
graph and Telephone last ye 
Mitsubishi Heavy Industr 
will own about 30% of the car 
company after the shares are 
listed оп three Japanese 
stock exchanges. 

— Nigel Holloway 


Singapore dollar 
marks up large gains 
The Singapore dollar reached 
an all-time high against the US 
dollar and the Malaysian dollar 
on 9 November. The US dollar 
was traded at USS1:S$1.9715, 
compared with S$2.04 a month 
earlier. The Malaysian dollar 
fell against the Singapore dol- 
lar, and was quoted on 9 Nov- 
ember at 73.58 S cents, down 
almost 3 cents from early Oc- 
tober. The Singapore dollar's 
rise paralleled the slide of the 
US dollar against the yen 
and Deutschemark. 

— Ellen Salem 





17 NOVEMBER 1988 e FAR EASTERN ECONOMIC REVIEW 











'INTELLIGENCE 








MASSAGING IMAGES... 
Tension is growing between the two 
non-communist factions of the 
Cambodian resistance. Ап attempt 
by Son Sann, leader of one of the 
factions, to lighten the critical impact 
of the redrafted UN resolution on the 
communist Khmer Rouge, was 
strongly opposed by Asean and 
Prince Norodom Sihanouk, leader of 
the other. Son Sann's 2 November 
address, in the name of the resistance 
coalition, said the resolution's call for 
no return to “universally condemned 
policies and practices" in that country 
referred to the current Heng Samrin 
government. Despite what was seen 
as an effort to undermine the 
resolution, the general assembly 
voted in favour by a record 122-19 
margin, compared with 117-21 last 
vear, The resolution's Asean 

jnsors and their supporters made 
ciear in the debate that the clause 
referred to the Khmer Rouge. 


... AND SAVING FACE 


Indonesia feels vindicated by the 
record UN Cambodian vote, having 
believed that certain Asean countries 
were preparing to blame a reduced 
vote on Jakarta's peace initiative 
which Asean feared would favour 
Vietnam's position at the UN. Asean 
concern is now focused on an attempt 
. by France to convene an international 
| meeting on Cambodia іп 1989. If held, 
this would take the peace process out 
of the region and could pre-empt a 





e 





SKETCH БУ Morgan 





second Jakarta Informal Meeting 
scheduled for January. 


| 
| 
CHINA-BOUND THAIS | 
| 


| The Bangkok-based, giant 


agribusiness conglomerate Charoen 
Pokphand (CP) is finalising with the 
Chinese authorities a string of 
joint-venture investment projects on 
Hainan island worth a total of Baht 
2.6 billion (US$103,175). Through a 
Hongkong subsidiary, CP already 
operates an extensive network of 
animal-feed and poultry production 
units in China. The latest proposed 
projects in Hainan involve integrated 
farming and processing of shrimp and 
hogs. plus petrochemical and cement 
production. 


BUSY SIGNALS 





Aides of South 
Korean 
opposition leader 
| Kim Dae Jung | 
appear concerned | 
about | 
Washington's | 
reaction if Kim | 
takes up an 
invitation to visit 
Moscow in either 
———— ———— January or 
February as expected. But they point | 
outthat whilethe US wasoriginallyon | 
the top of Kim's agenda, he was | 
unable to secure the promise of a | 
i 
| 





meeting with the new president-elect. 
Contacts were made with Democrat 


| military facilities in Vietnam аге 
! bound to be discussed during the 
| visit, which is officially described as 


| result, the number of addicts — 

| especially in the 16-20 age-group is 
| increasing. The drugs are believ 
| besold by military intelligence agents 


| Moscow' s beauty contest last 





Michael Dukakis' campaign managers, 
but the South Koreans had no luck at 
allin getting through to Republican 
George Bush's entourage. 


TOUCHING BASE : 
The US Government will closely b 
watch a visit to Hanoi by Philippine p 
Foreign Secretary Каш Manglapusat |^ 
the end of November. US military 

bases in the Philippines and Soviet 








purely bilateral. 


STUDENT HIGHS 

Heroin is now easily available in 
Rangoon at Kyats 10 (about 38 US 
cents) for a "beginner's dose" and 
Kyats 15-20 for "regulars." Asa 





dto 





in order to secure a pool of informers 
among students. 


COMMUNIST BEAUTIES 
Vietnam, seeking not to be outdone 
by Soviet glasnost, is staging the first 
beauty pageant in Hanot since the 
communists reunified the country a 
dozen years ago. The weekly Tien 
Phong magazine, which covered 


summer, began accepting 
applications for the Vietnamese 
pageant in October. 





К КК nannies 





нта UHR IMMUNE 


| 





-[ТНЕ WEEK 





AFGHANISTAN 

Muslim rebels took the key border town 

Готкћат next to Pakistan after two days 
of heavy fighting, according to Pakistani and 
Afghan rebel reports (3 Nov.). For the first 
time since the issue came before the UN in 
1980, the General Assembly adopted its an- 
nual Afghanistan resolution without debate, 
a vote or a demand for immediate Soviet 
troop withdrawal (4 Nov.). 


AUSTRALIA 

Three Burmese diplomats in Canberra 
sought political asylum or refugee status, 
claiming fear of arrest, detention and possi- 
ble execution if they return home (8 Nov.). 


CHINA 

Hongkong Governor Sir David Wilson 
arrived in Peking for discussions on the draft 
Basic Law (2 Nov.). The death toll from an 
earthquake that rocked the southwest may 
be as high as 600, the state radio said (7 
Nov.). More than 900 people died in the 
quake, it was reported (8 Nov.). 


INDIA 


Two powerful time bombs exploded at a 












bazaar in Punjab killing at least dO PE (4 
Nov.). Police arrested a sacked Sikh high 
priest (8 Nov.). i 


| 

i 

| 

| 

MALDIVES | 

India sent 1,600 paratroopers and three | 

warships to the Maldives to put down a coup | 

attempt by foreign mercenaries in which 20 | 

people were killed (3 Nov.). Indian naval | 

commandos stormed a cargo ship carrying | 

mercenaries and found four hostages had | 
been killed and three were missing, it was re- 

ported (6 Nov.). | 


NEW ZEALAND | 
Prime Minister David Lange announced | 
a reshuffle of his cabinet following the sack- | 
ing of a first-ranked minister Richard Preb- | 
bles (7.Nov.). | 


PHILIPPINES | 

A high-ranking communist rebel was сар- | 
tured by security forces at Manila airport (7 
Nov.). 


PAKISTAN | 
| 
i 


Pakistani jet fighters shot down a Soviet- 
built Afghan warplane that penetrated 16 


| party office and seized а 







km into Pakistani territory. Islamabad sat {3 
Nov.). A court ruled that government-issued. c7 
voter identity cards are unconstitutional amd 
cannot be required for the upcoming generat 
election (8 Nov. ). 


SOUTH KOREA 

Thousands of student radicals cheeredon 
by shoppers clashed with riot police : | 
former president Chun Doo Hwan'shomeas | 
they attempted toseize and "execute" him (7 
Nov.). Radical students fire bomibed a ruling 
ernment bullde 1 
ing as demonstrators vowed to continue pro | 
tests to demand the arrest of Chun (4 Nov.) | 
Thousands of South Koreans fought pitched 
battles with riot police in Seoul and seven 7 
other cities and screamed for the arrest of 
Chun on corruption charges (5 Nov. ). 








pe 


| SRILANKA E. 


Suspected Sinhalese radicals hurled a 
bomb into a southern home killing sever | 
people, police said (2 Now. E 
Sinhalese rebels called a four«day naton- 
wide strike to press for the resignation of 
President Junius Jayewardene and his gow- 
ernment (4 Nov. ). 











FAR EASTERN ECONOMIC REVIEW ө 17 NOVEMBER 1988 








REGIONAL AFFAIRS 
Plan for alternative to Khmer Rouge in jeopardy 








Lethal disclosures 


By Nayan Chanda in Washington 


U; officials fear that possible cut- 
backs in covert CIA aid to non- 
communist resistance forces in Cam- 
bodia, following disclosure of an alleged 
scheme in Thailand to skim off some of 
the funding, will threaten chances of 
building up an alternative resistance 
movement to the communist Khmer 
Rouge. Leaked documents indicate that 
Thai military officers and businessmen 
may have pocketed up to US$3.5 mil- 
lion of the CIA funds. Thai army chief 
Gen. Chaovalit Yongchaiyut has denied 
the charges. 

The money, channelled through 


Thailand, was “non-lethal aid" and in | 


part administered by Malaysia and Sin- 
gapore, whose officials sat on a commit- 
tee charged with supervising its expen- 
diture, Thai security officials said. 
Malaysia and Singapore mostly provide 
training to the resistance forces. 

Although the US has since provided 
other funding to the forces of Prince 
Norodom Sihanouk and Son Sann's 
Khmer People's National Liberation 
Front to buy US-designed weapons 


from countries such as Singapore, any 





(REVIEW, 27 Oct). Since then, two 
American journalists have obtained 
classified cables and other intelligence 


| suggesting that some US$3.5 million of | 
the USS12 


million in covert funding was 
skimmed off by “Thai military officers 
and perhaps businessmen.” Well- 


placed Washington sources said the fig- | 


ure is higher. 
Washington's overt aid to Cambodia 


has also been tainted by corruption. | 


Some 10% of the funds authorised by 


the US Congress since 1985 have been | 


embezzled in Thailand, a US Agency 
for International Development audit 
says. Up to USSS million was authorised 
by the congress in 1985, and an addi- 
tional US$3.35 million has been allo- 


cated each year since. The money, ap- | 


propriated through the Thai Govern- 
ment, was for training Cambodians in 
administration, paramedical work, au- 
tomobile and radio repair and for pro- 
viding clothing and radio equipment. 
The overt programme may now be in 
jeopardy. The US House of Represen- 
tatives Appropriation Committee has 
failed to earmark any money for it for 








Hun Sen, Sihanouk and Son Sann meeting in France: cutbacks. 


cutbacks will force a scaling down of 
plans to build a 50,000-strong non-com- 
munist resistance army. US intelligence 
estimates Khmer Rouge fighting 
strength at 20,000 (with plans for expan- 
sion), and Reagan administration offi- 
cials believe that the Khmer Rouge will 
make a bid for power after Vietnamese 
troops leave in 1990. 

e US plans have been dealt a blow 
by a US Senate Select Committee on In- 
telligence (SSCI) probe on corruption 


in Thailand’s handling of the covert aid 


14 





the 1989 fiscal year, and committee 
chairman David Obey has urged that 
the programme be ended. However, the 
administration is keen to double or tri- 
ple open aid — provided the corruption 
is rooted out. 

The stakes are higher for the covert 
programme, which largely provides mi- 
itary and other related training and 
supplies. The secret documents suggest 
that some members of the SSCI are for 
ending the programme “in view of [the] 
magnitude of misappropriated funds.” 











The covert operation was run in a sur- 
risingly lax fashion, sources said. The 
S essentially handed over money to a 

committee composed of Thai Foreign 

Ministry and military officials. 

While the committee of officials 
from Thailand, Malaysia, Singapore 
and the US is a watchdog on expendi- 
ture, the actual responsibility for spend- 
ing the money has been in the hands of 
the Thai military. "When the auditors 
went looking for receipts there were 
none," a source said. He added that 
since the discovery of the corruption 
earlier this year, new auditing and con- 
trol mechanisms have been put in plac 

While these measures and a SS... 
pledge to periodically review the ac- 
counts have saved the programme, the al- 
location for the 1989 fiscal year, which 
began on 1 October, has been cut from 
US$12 to US$8 million. This means that 
the plan to raise the non-communist 
forces to a strength of 50,000 fighters 
will be scaled down to an attempt to 
build a force of only 35,000. 


TE leaked documents also suggest 
that some two-thirds of the available 
funding will be for uniforms, field gear 
and food. Cuts will mean closing down 
two medium-wave radio stations that 
broadcast non-communist propaganda 
and also information offices run by the 
Sihanoukist and Son Sann groups 
abroad. Expenditure for printing prop- 
aganda literature will also be reduced. 

The CIA is also concerned that im- 
portant political psychological opera- 
tions, officer training and training 
mine detection, combat medicine, co 
munication and map reading will have 
to be cut at à time when the Khmer 
Rouge are gearing themselves to play a 
more aggressive role. 


» Paisal Sricharatchanya writes from 
Bangkok: In Thailand, embarrassment 
over the disclosure that the covert aid 
rogramme exists at all has angered the 
ais. On2 November, army commander 
Chaovalit, in uncharacteristically strong 
language, denied allegations of corrup- 
tion reported in The Washington Post 
and challenged the US newspaper to 
name the corrupt culprits or “go to 
hell.” The military regards disclosure of 
the covert programme as a breach of 
trust between two friendly countries. 
Diplomatic and military circles in 
Bangkok, however, are more interested 
in the motives behind the leaks. The dis- 
closure, for instance, has tarnished 
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Chaovalit's personal image for he be- 
came responsible for administering 
Thai-Cambodian border security affairs 
when he was made director of army op- 
erations in 1980. This would have made 
him directly involved in the covert aid 
programme, which began in 1982. Dis- 
bursement of funds, however, would 
have been handled by lower-ranking 
officers. Ur 

Thai security analysts speculate that 
the leak might have been aimed at dis- 
crediting Chaovality who is still’ con- 
sidered a potential future prime minis- 
ter. Thai sources told the REVIEW they 
were aware of similar American com- 
plaints over irregularities. in another 
CIA-funded programme involving clan- 
destine. anti-narcotics operations. The 
programme, believed to have run for 
several years before it was called off 
more than a year ago, was also under 
Chaovalit’s direction. 

Although Bangkok-based Asean 
diplomats ра down possible adverse 
` effects of the disclosure, a Thai foreign- 
|. airs specialist believes it might signal 
2 beginning of an end to such clandes- 
tine assistance. Washington, this source 
said, might want to disengage itself — 
especially if the Cambodian question is 
settled soon. 

The covert aid was administered on 
three levels, Thai security sources said: 
by a policy and planning committee 
chaired by Foreign Minister Siddhi 
Savetsila; an executive committee, 
comprising representatives from the 
three “donor” countries (the US, 
Malaysia and Singapore) plus Thailand, 
who were responsible for monitoring 
and evaluation, and a group in charge of 
procurement and distribution. The Thai 
military officers, headed by Chaovalit, 
who comprised this last group also sat in 
the first two bodies. 

Chaovalit has promised ап investiga- 
tion into the corruption charges but has 
already expressed doubts that they can 
be proved. Apparently referring to the 

ond committee, he said US officials 
ге jointly responsible with the Thais 
in handling the programme. He admit- 
ted having heard similar charges in pri- 
vate before and implied they were dis- 
missed. Citing American complaints of 
uniforms that cost Baht 500 (US$19.84) 
aset instead of Baht 300, he said: "But it 
was crazy since you can buy uniforms 
for Baht 100 or Baht 1,000." 

Former US ambassador to Thailand 
William Brown met and informed 
former Thai prime minister Prem Tin- 
sulanond about the alleged ir- 
regularities shortly before July’s general 
election. Security sources said Prem 
later told Chaovalit to look into the 
charges. It is not known whether any 
formal investigation was launched, but 
Chaovalit subsequently appointed Maj.- 
Gen. Surayuth Chulanont — a former 
special forces officer and aide to Prem, 

E is known for his integrity — as field 





| director of the aid programme. п 


MÀ 





MALDIVES 


Playing at cops 





India sends in its troops to crush a coup attempt 


By Rajendra Sareen in New Delhi and Manik de Silva in Colombo 


to be implicated. 
Prime Minister Rajiv Gandhi has 


said he acted out of a “commitment to | 


the promotion of peace and stability . . . 


in keeping with our belief that countries | 
in the region can resolve their problems | 


in a spirit of friendship and cooperation, 
free of outside influences." 

Sri Lankan President Junius 
Jeyawardene just as swiftly hinted that 
India would similarly lend its military 
muscle if an internal bid from militant 
Janatha Vimukthi Peramuna subver- 
sives threatened a legally elected gov- 
ernment in Colombo. Indian troops 
have already been in the north and east 
since July 1987, putting down the Tamil 
separatist movement. 

After the two. boatloads of mer- 
cenaries attacked, President Maumoon 
Abdul Gayoom immediately put out an 
international call for help, approaching 
the US, Britain and Sri Lanka, the Mal- 


dives’ closest neighbour and a fellow | 
member of the South Asian Association | 
for Regional Cooperation (Saarc). | 
Jeyawardene was pe ponni to send 150 | 

eard that Gandhi | 


commandos when he 
was responding too. 


Gandhi had earlier informed the | 
Soviet ambassador in New Delhi about | 
developments, getting the response that | 
Moscow would go along with whatever | 
India thought was best for regional sta- | 
bility. Gandhi was also careful to have | 
envoys of all neighbouring countries | 


briefed on India's intentions. 


By noon the same day, Indian recon- | 
naisance work had been completed and | 
the army, navy and air force had coordi- | 
nated plans. The 50th Independent | 
Paratroop Brigade based at Agra was | 


flown out, and some 1,100 troops and 60 
aircraft were used. 

By early on 4 November, the Indians 
had secured Gayoom's safety at the 
Maldivian National Security Service 
headquarters. The mercenaries, and at 
least two Maldivian businessmen be- 
lieved to have recruited them, then 
seized hostages and fled on board a 
freighter, hoping to reach Sri Lankan 
waters. They were dogged by Indian 
surveillance aircraft and two warships. 
By 6 November the Indians had 


| 

| 
| 
| 

i 

| boarded the vessel and rescued all but | 

| four hostages. b 
| Indian troops had been allowed to |. 
| use facilities at Ratualana airport south |. 
| of Colombo as a springboard for their 1. 
| operation against the freighter and only o 
| hours after the surrender the troops jJ 
| began pulling out. “We didn't want to - 

| leave room for friendly editors to write | 

| friendly editorials,” Indian High Com- | 

| missioner J. N. Dixit acidly said. | 

| The reference clearly was to a 5 Nov- | 

| ember editorial in the privately owned | 

| Island newspaper which had made the | 

| point that the mercenaries were pre- | 
| sumably Sri Lankan Tamil separatist | 
| terrorists, many of whom, it claimed, | 
| had been trained in India. 

In India, questions were also being | 
raised. Gandhi was asked in parliament. | 
whether India would extend help | 
whenever any government is in trow- |. 
ble and if it was laying down a "Gandhi. | 
doctrine" for a zone of interest || 
along the lines of the US Monroe Doc- 
trine for the Western Hemisphere. 
Gandhi dismissed them all as hypotheti 
cal questions and explained that Indi 
acted alone, instead of seeking à region 
al effort, because the Saare charter dk 
























| Anyone for a spotof tiger hunting?" | 
| not provide for military problems. . 
| It is clear that some quarters in India | 
| are uneasy. They want India to pla 
| role calculated to win respect as a. 

gional power and keep outside nl 

ences at bay, but they also maintain that 
interfering in other countries" affairs is 
undesirable and is costly financially and 
in terms of lives. Fortunately for Gane 
dhi, no Indian lives were lost in this op- 
eration. oO 


n itt ittis 
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PAKISTAN 


One ID, one vote 


The government says people must have identity cards to vote 


By Husain Haqqani in Lahore 
he Pakistan Government is insist- 
ing that voters must produce na- 


tional identity cards to be eligible to cast | 


their votes in the 16 November general 
election. The government is appealing 
before the Supreme Court a Lahore 
High Court decision which allows the 
use of other means of identification for 
voters and gives polling officers dis- 
cretionary powers, 

Officials argue that compulsory pre- 
sentation of identity cards is the only 
way to curb double or otherwise fraudu- 





PPP workers could clash with sec- 
urity forces seeking to enforce the iden- 
tity-card rule, provided it is not over- 
turned by the Supreme Court. If the 
party's demand to waive the require- 
ment is met, government supporters 
would be able to accuse the PPP of 
bringing under-age or unregistered 
people to cast ballots, especially in 
urban areas. 

Issues relating to voting procedures 
have become more relevant with the be- 
ginning of the election campaign of the 





government-backed Islamic Demo- 
cratic Alliance (IDA) and the PPP. Be- 
fore campaigning actually started, it was 
widely believed that the PPP would 
sweep to victory in any free, party- 
based election, but most observers are 
now beginning to change their view. 
The IDA has mounted an aggressive 
campaign, attacking the PPP’s record in 
power and accusing its leaders of collu- 


| sion with Pakistan's enemies, especially 


the Indians and the Soviets. 

Religious parties within the alliance 
have mobilised their supporters against 
the possibility of a woman heading the 
Islamic state. The death of president 
Zia-ul Haq in an August aircraft explo- 
sion has deprived the PPP of its princi- 
pal cause, and Bhutto's ability to profit 
from sympathy over her father's execu- 
tion after Zia took power in 1977 has been 
balanced by sympathy for Zia himself. 
As a result, the election has 








lent voting. But the ое: 
tion Pakistan People's Party 
(PPP), which went to court 
against the government deci- 
sion to make presentation of 
cards compulsory, maintains 
that many voters do not pos- 
sess identity cards and would 
be effectively disenfranchised 
if other means of identifica- 
tion were not allowed. 

PPP leader Benazir Bhutto 
has been urging party support- 
ers to go to polling stations 
even if they do not have iden- 
tity cards. If party members 
respond to her appeal and the 
government remains insistent 
on the identity-card condition, 
there is potential for consider- 
able violence on polling day. 





J I 
IDA supporter shouts slogans against the PPP. 





become more closely con- 
tested than had been previ- 
ously assumed by PPP leaders 
and the world media. In 
closely contested poll, eve | 
vote would count, making the 
method of identifying voters a 
crucial factor in determining 
the winner. 

The IDA’s main support 
comes from traditional rural 
voters, the urban middle 
class and religious families, 
while the PPP enjoys the 
backing of industrial labour 
and farmers — many of 
whom are said not to have 
identity cards. Many middle- 
class IDA voters might not turn 
up to vote if the PPP succeeds 








CAMBODIA 


Three men in a boat 


Sihanouk tries to help communists save face 


By Nayan Chanda in Paris 


he latest peace talks on Cambodia 

have failed to produce any obvious 
breakthrough other than a symbolic 
first act — the signatures of leaders of 
three of the four Cambodian political 
factions on a joint communique. While 
the absence of the communist Khmer 
Rouge and unresolved differences 
made clear the obstacles ahead, the 7-8 
November meeting nevertheless has set 
the stage for hard negotiations and 
has produced suggestions of com- 
promise. 

The joint communique from the 
meeting at Pere en TAON 100 km 
east of Paris was signed by Prince Noro- 
dom Sihanouk, Khmer People's Na- 
tional Liberation Front leader Son Sann 
and Phnom Penh regime Premier Hun 
Sen. It announced the formation of a 
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working group to study all the pos- 
sibilities of a political settlement. Chair- 
manship of the group will be held by 
each side in turn. The door of the 
working group as well as of a future 
summit remained open to the Khmer 
Rouge. Its first session, sources said, 
could take place soon, perhaps within 
two weeks. 

In an apparent concession, Hun Sen 
accepted Sihanouk's offer to use the 
Cambodian Embassy residence in Paris 
as the venue for the working-group 
meeting. Only a few days earlier, Hun 
Sen had refused to meet Sihanouk at the 
same residence in protest against the “il- 
legality" of the French transfer of the 
building to Sihanouk in mid-July, after 
Sihanouk resigned as president of the 
anti- Vietnamese coalition. (The French 





Foreign Ministry has since been embar- 
rassed to learn that the Phnom Penh re- 
gime has been regularly paying taxes on 
the property.) 

he meeting had begun with a point 


| scored for the Phnom Penh regii 


when, due to an objection by Hun Sen, .. 
Khmer Rouge representative seeking to 
attend the talks was barred. Ok Sakun, 
Khmer Rouge ambassador to Unesco in 
Paris, was acceptable to Sihanouk, but 
Hun Sen argued that in a “summit meet- 
ing" only Khmer Rouge head Khieu 
Samphan would be the appropriate 
partner. And as Khieu Samphan was 
not available, it turned out to be a 
tripartite summit. An obviously content 
Hun Sen told the press that the "boat 
wassailingoff withoutthe Khmer Rouge." 


he boat did not go very far. Dis- 
agreement over two basic issues — 


| the terms of Vietnamese withdrawal 


and Sihanouk's demand for the dis- 
mantling of Hun Sen's People's Re- 
public of Kampuchea (PRK) — made it 
fairly clear in the first session that a lot 
more time and thought were needed to 
reach a compromise. 
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olling stations with the 
ur groups. However, a 
large 
deprived. | 
they have either lost their national 
identity cards or have not secured 
them. | i 


ts for more than half of the 

embly seats at stake. 
onents have managed to 
that their votes are not divided, 
make it more difficult for the 
an absolute majority of seats 


successfully projected itself as the suc- 
cessor to the nine-party Pakistan Na- 
E lliance which contested against 
| PPP on an Islamic platform in 


an attempt to ensure victory, the 


ocally influential politicians in Punjab, 
aany of whom joined the party within 
‘months. The IDA's main 
, the Pakistan Muslim 
eague (PML) also comprises a large 
number of such people and has the ad- 
vantage of being able to dispense pa- 
| until election day through 


. mponen 


b Chief Minister Nawaz Sharif, 
who is leading the IDA offensive in his 
rovince, hás received standing ova- 
expectedly large meetings, 
im into the position of being 
"main candidate to be 
| ter. Sharif, 38, is the only 
unjabi politician in the running for the 
prime ministership. 







"Hun Sen proposed a 12-month long 
timetable of Vietnamese withdrawal in 
three phases coupled with cessation of 
foreign supplies to the resistance, an 
end to Thai sanctuaries and the return 
^ refugees. Sihanouk's son, Prince 
inaridh, said his father very strongly 
rejected an attempt to establish a lin- 
kage between withdrawal of occupation 
troops and support for the resistance. 
Ranaridh said Phnom Penh had har- 
dened its position against dismantling 
their regime, as demanded by 
Sihanouk. During the last two rounds of 
talks in France, Sihanouk had insisted 


alition would have to be disbanded to 
make way for a government of national 
reconciliation. 

In the recent Jakarta Informal! Meet- 
ing, Sihanouk had modified his stance 
to call only for change at the political 
level while keeping the PRK adminis- 
trative machinery intact. Ranaridh said 
Phnom Penh officials had earlier indi- 
cated that they were not totally opposed 
to the idea. But in Fére-en-Tardenois 
that position had apparently turned to 


| total opposition. 





ge young people or | 


e right:to vote because | 


rity of votes. The IDA has | 


nominated a large number of | 


that both the PRK and the resistance co- | 








HONGKONG 
Taking care of 
business 


By Emily Lau in Hongkong 
| т Chinese and British governments 
have agreed on a formula for the for- 
| mation of the first Hongkong special ad- 
| ministrative region (SAR) government 
in an effort to bring about a smooth 
transition in 1997, when the British col- 
ony reverts to Chinese sovereignty. 
| The agreements were reached in 
early November when Hongkong Gov- 
| ernor Sir David Wilson held talks with 
| Chinese officials in Peking. On the most 
important and very sensitive question of 


executive, it is understood the British 


elected by universal suffrage before 1 
July 1997. 

А source said it was agreed that the 
candidate should be identified a few 


| identity should not be revealed too 
soon, because it might undermine the 
authority of the colonial administration 
and create rivalry among people who as- 
pire to the post. However, maintaining 
secrecy would be a major problem. 

The two governments also reached 
an understanding on the formation of 
the first SAR legislature. The source 
said Britain and China have agreed that 
no Legislative Council (Legco, the terri- 
tory's lawmaking advisory body) elec- 


U | tions would be held in 1996 or 1997 be- 


In his own statement, Hun Sen of- 
fered a passionate defence of his rejec- 
tion of dismantling the government 
without making any distinction between 
the political regime and the administra- 
tive apparatus. Hun Sen also rejected 
the idea of incorporating the Khmer 
Rouge army into a national army. While 
Phnom Penh was ready to have Khmer 
Rouge political participation, its army 
had to be disbanded, he said. Hun Sen 
said that integrating the Khmer Rouge 
army would open the door wide to the 
possibility of more Khmer Rouge mas- 
sacres like those during 1975-79, when 
the Khmer Rouge held power. 


| Су апо has argued, often before 
| incredulous Western leaders, that 
peace in Cambodia cannot be achieved 
by excluding the Khmer Rouge from the 
| national army. “You cannot push the 
| Khmer Rouge to the wall without begin- 
ning a new and vicious civil war," 
| Ranaridh explained. Moreover, an 
| agreement that did not accommodate 
| China and its friend the Khmer Rouge 
| would have no chance of success, he 
said. 





the selection of the first SAR chief | 


Government accepted the Chinese con- | 
tention that the person cannot be | 


years before 1997, but that his or her | 





| over and might cause disruption and de- 
stroy confidence, The source said Legeo 
members elected in 1995 could serve 
until 1999, 

However, some kind of formality < 
| would be carried out on 1 July 1997 to 
| mark the change of sovereignty. Earlier 
China had threatened to sack all Legco 
members and re-select them after 1997. 

The present Legco has a three-year 
term. China and Britain have agreed in 
| future it should be extended to four | 
years. The next Legco elections will be 
held in 1991, in which 10 directly elected 
members will be chosen. 

The source said press reports that 
Peking would send a team to Hongkong. 
to supervise the 1995 Legco elect ; 
were incorrect, but he stressed the elec- 
tions would be held in accordance with 
the Basic Law, a mini-constitution for 
the SAR which is expected to be prom: 
ulgated by China in 1990. 















| 
i 
| 
| 
| 
i 
| 
| 
| 
| 
| 
| 
| 
H 































tional union. 
During an informal meeting of | 
| senior officials of the three factions. | 
Ranaridh asked Phnom Penh's ambas- «| 
sador to Moscow, Hor Nam Hong 
“Why don't we announce that we have 
agreed to form a tripartite provisional 
government of national union?” 
Ranaridh refused to divulge what was 
the response other than saying it was 
"interesting." 
Such a move would not only to solve 
this vexing issue but may also 
more pressure on the Khmer Rouge 
come forward rather than be isolat 
The coming working group meeting 
provide occasions to delve deeper int 
such issues. One side-effect of the meet- 
ings in France could be to eclipse the 
series of Jakarta meetings promoted by 
Indonesia. 
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\ AFGHANISTAN 


Seeking a decent interval 


US plays down Soviet missile and bomber deployments 


By Nayan Chanda in Washington 
he US reacted calmly to the an- 


nouncement by the Soviet Union on | 


the eve of the US presidential election 
that it was suspending troop withdraw- 
als from Afghanistan and introducing 
new weapons to support the regime in 
Kabul. During the election campaign, 
Republican candidate Vice-President 
George Bush has regularly pointed to 
the Soviet withdrawal as a brilliant suc- 
cess for US foreign policy. But Presi- 
dent Reagan’s administration seemed 
determined to treat Moscow's new 
threat of increased military action as lit- 
tle more than a war of nerves. 

The administration’s response to the 
introduction of MiG 27 fighter-bombers 
and Scud B missiles and the suspension 
of troop withdrawals was to downplay 
the Soviet threat, while drawing the 
maximum mileage out of public displays 
of support for the anti-communist 
mujahideen. This policy was underlined 
when Berhanuddin Rabanni, spokes- 
man of the Peshawar-based Mujah 
Alliance, turned up in Washington for a 
reception with Reagan on 7 November, 
the day before the election. 

Soviet unhappiness with the continu- 
ation of US military supplies to the 
mujahideen and their continued attacks 
on Soviet and Afghan troops was made 
clear in early October, when Moscow 
said it would adopt a “wait-and-see” 
posture before beginning the second 
phase of its troop withdrawal (REVIEW, 
13 Oct.). 

After quietly deploying MiG 27s at 
Shindbad in Afghanistan and using 
Soviet-based TU 26s on bombing sorties 
inside Afghanistan, the Soviets decided 
finally to put some of their new muscle 
on display. The newly introduced Scud 





18 





ideen | 








B missiles, which can deliver high-ex- 
plosive warheads up to 288 km, were 
paraded in front of the US Embassy in 
Kabul on | November. 

On 4 November, Soviet First Dep- 
шу Foreign Minister Alexander 
Bosiinertayeh announced that because 
of the “unremitting flow of armaments 


of US and other origins” to the mujahi- | 


deen and their continued attacks, “the 
withdrawal of the troops is being sus- 
pended.” He also said the Soviet Union 
was now delivering to the military forces 
of Afghanistan “additional and more 
powerful means of destruction." 

The US State Department called the 
Soviet announcement “disturbing,” but 
added that "the bottom line is to note, 
as Bessmertnykh did, that Moscow in- 
tends to honour its commitment under 
the Afghan accords, which is full with- 
drawal by 15 February." 


t was not clear from the Soviet state- 
ment, however, whether Moscow 
would respect the deadline if the US and 
Pakistan continued to supply weapons. 
The State Department clearly wished to 
emphasise the positive, so as not to con- 
vey any impression that the Afghan set- 
tlement was in serious danger. 
There is a consensus among most 
analysts that the Scud Bs have been de- 


| tits to send a political message to 


akistan, rather than threaten it with 
actual strikes. Although Pakistani 
cities, such as Peshawar, which is the 
headquarters of the Mujahideen AI- 
liance, are within range of the missiles, 
administration sources doubted they 
would be used against Pakistan. 
This appeared to be confirmed by a 
Soviet Foreign Ministry statement say- 


ing "no threat is posed to Pakistan by 
these supplies." On 1 November, State 
Department spokesman Charles Red- 
man characterised the military deploy- 
ment as an act of desperation in shoring 
up the Kabul regime. He said: "If the 
purpose of these latest military develop- 
ments is to threaten Pakistan, the Soviet 
Union knows that Pakistan enjoys our 
full support in this situation." 

Administration sources said that if 
missiles did hit Pakistan's territory, Is- 
lamabad might ask for targeting infor- 
mation on the Scud B launchers, in 
order to retaliate with F16 strikes 
against them. However, as the Scuds 
are launched from mobile platforms, 
this could prove difficult. 

US officials accept that the Soviet es- 
calation may be in response to inten- 
sified mujahideen attacks. Redman 
said: "We have talked to the Soviets 
about not conducting offensive opera- 
tions during the process of withdrawal, 
and we've counselled the resistance that 
it's not in its interests to launch actions 
which might delay the withdrawal 
Soviet forces from Afghanistan." 

The low-key US response is also 
based on the assumption that the 
Soviets will not change their decision to 
pull out of Afghanistan. All recent 
Soviet moves — from the appointment 
of Yuli Vorontsov, also ranked as first 
| deputy foreign minister, as the new 
Soviet ambassador to Kabul, to the 
latest military deployments — are view- 
ed as part of a last-ditch effort to stave 
off a collapse of the Kabul regime. 

As the mujahideen attacks have 
been stepped up in the wake of a partial 
Soviet withdrawal, factional problems 
within the ruling People's Democratic 
Party of Afghanistan have intensified. 
"The Soviets need a pro-consul like 








Vorontsov to knock heads together and 
create a stable situation when they 
leave," says Selig Harrison, a Soviet 
specialist at the Carnegie Endowment 
for International Peace. 

А part of that effort has been to рт 
mote Hassan Sharq, the Afghan prime 
| minister, who is not member of the rul- 
ing party, as a compromise candidate to 
lead a government of reconciliation and 
hit hard at the resistance with the newly 
deployed weapons. 

“What Gorbachov wants is a decent 
| interval," said an administration offi- 
| cial, referring to the US departure from 

Vietnam. “While the Soviets are willing 
| to suffer a certain loss of face as a super- 
pones they want to avoid a final 

umiliating withdrawal on the skids of a 
helicopter. Every extra month gained 
| between their final departure and the 

collapse of the Kabul regime would 

| cushion the blow," the official said. 
The Reagan administration may not 
wish to see the Soviets humiliated, but 
| neither is it willing to incur the wrath of 
| the rightwing of the Republican Party 
| by helping Moscow out of its predica- 
| ment. п 
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When hedging foreign exchange exposure, don't create a 
credit risk, deal with a Triple-A bank active around the world, 


and above all with people who care. 


UBS - committed to excellence. 






UBS in Asia, India and Australia: Branch Offices in Hong Kong, Singapore 
and Tokyo; Representative Offices in Bombay and Osaka; UBS (Capital 
Markets Group), Tokyo Representative Office; UBS (Trust and Banking) Ltd., 
Tokyo; UBS Phillips & Drew International Ltd., Tokyo Branch; UBS Australia 
Ltd., Sydney. Head Office: Union Bank of Switzerland, Bahnhofstrasse 45, 
CH-8021 Zurich. 
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PROFESSIONALS 


Our geologists have been engaged in uranium exploration 
throughout the world for over 40 years. Their most recent disco- 
very is the rich Cigar Lake ore body in Canada. 

Ourminers work in both underground and open-pit mines 
on every continent, making Cogema a leading supplier of uran- 
ium concentrate. — — 

The achievement of the world's largest enrichment plant 
demonstrates the quality of our teams, especially in the opera- 
tions, process development, and engineering sectors. And they 
have been workingon laser enrichment from the very begi ng. 





Our broad nuclear fuel experience led us to invest in large 
nuclear fuel fabrication and assembly plants. In fact, we a e 
already building facilities for the fabrication of recycled fuels. — 

. Our La Hague plant has reprocessed its 2,000 th tonne of 








spent fuel in 1987. This achievement proves our expertise in com- 
mercial reprocessing. = E 

For us, professionalism is ће key to a reliable and profitable 
nuclear industry, and a prerequisite for ensuring the good perfor- 
mance of our customers’ reactors: ۰ 

This professionalism is present in every step of the fuel 
cycle, both in products and services we provide. We apply this 
professionalism to a fully integrated company so our customers 
benefit from economies of scale, the only way to guarantee lower 
power generating costs. Today and tomorrow. 


СОСЕМА 
The major nuclear fuel company. 


2, rue Paul Dautier. BP № 4. 78141 Vélizy- Villacoublay France. 
Tel. 35 (1) 39.46.96.41 
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NUMBER 


ACROSS THE PACIFIC 


What does it take to be the number 1 
U.S. airline flying the Pacific? 
MOST OFTEN 
Only one U.S. airline flies from Asia 
to America 76 times a week. 
MOST GATEWAYS 
Only one U.S. airline flies to 7 U.S. 
gateways and onward to over 200 
cities across America. 
MOST PEOPLE 
For the last four years, one U.S. 
airline has flown more people, more 
miles across the Pacific than any othe 
Northwest. 
For more of America, fly Route 1. 
Call Northwest or your travel agent. 
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Restraining the radicals 


New opposition leader shelves calls for independence 


By Shim Jae Hoon in Taipei 


i4 uang Hsin-chieh, the newly elected 
chairman of Taiwan's Democratic 
Progressive Party (DPP), looks com- 
mitted to taking the island's largest op- 
position group on a centrist course of 
dialogue with the political establish- 
ment rather than continuing its past tac- 
tics, which have included mass street 
protests. 

While such moderation risks 
heightening tension with party radicals 
who want increased confrontation with 
the government over the issue of demo- 
cratic reforms, the likelihood of a final 
split seems to have receded. A simmer- 
ing intra-party conflict, however, con- 

1es between Huang's faction and the 

icals, headed by Yao Chia-wen, the 
previous chairman. 

Yao's crushing defeat in his bid for a 
second term has pushed under the car- 

et the vexatious issue of independence 
or Taiwan, which the radicals favour 
and which has мен divided the party 
over the past year. Ít remains on the 
back burner, but is unlikely to resurface 
for a long while, at least not until the 
campaign starts for the next Legislative 
Yuan election in November 1989. 

But the party's third national con- 
gress held in the central city of Taichung 
on 29-30 October contained many sur- 
prises, some constructive. While the 
convention generally hovered between 
the desultory and the chaotic, nonethe- 
less it tried for the first time a new sys- 
tem of electing the party chairman by a 
vote of delegates, rather than from the 
narrow circle of the 31-member central 
executive committee. 

Befitting the image of a party still in a 

те of flux and growth, the change in 
the voting rule came about when some 
of 220 delegates attending suddenly ap- 
proved a revision of the party constitu- 
tion even after they had chosen a new 
central executive committee: they said 
it was comical for an opposition group 
fighting for democratic changes to go on 
aping an authoritarian electoral system 
once used by the ruling Kuomintang 
(KMT), but now even discarded by it. 

At the midnight voting on 30 Oc- 
tober, Huang, 61, a cellmate of Yao's 
during eight years’ imprisonment on 
charges of sedition over the 1979 
Kaohsiung riots, confounded wide- 
spread expectations by defeating the in- 
cumbent by 123-97. 

A veteran of political infighting, 
Huang quickly sought to bury the 
hatchet by calling for party unity. Try- 
ing not to drive Yao and his supporters 
into a corner, he refrained from attack- 
ing their pro-independence stand. 
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"Taiwan has no grounds to advocate a 
de jure independence by using many 
slogans," he told the REVIEW. "Ad- 
vocating it only rouses more tension 
with mainland China as it continues 
threatening the use of force against us.” 

But divergence over this issue, as 
well as others related to making the 
fight for political reform more effective, 
has deepened the chasm between Yao's 
New Movement faction and Huang's 
Formosa Group. And tensions showed 
in the election for the central executive 
committee, where 16 Formosa Group 
members were returned, compared to 
15 from the New Movement. 

A similar rivalry marked the election 
of the crucial 
ll-member central 
standing committee 
charged with policy- 
making functions. 
Here the moderates 
gained six seats with 
the rest going to the 
radicals. Also, party 
veterans with main- 
land backgrounds, 
such as Fu Cheng, 
who along with the 
late Lei Chen, 
spearheaded the is- 
land's democracy 
movement, and Fei 
Hsi-ping, the DPP 
member in the Legis- 
lative Yuan, failed to 


secure a footing in | Huang; Yao: centrist course. 


| ticulating his stand on many issues frag- 
menting the party. One challenge is how 
| successfully he will lead the DPP in next 
year's election when some seats in the 
| Legislative Yuan, Control Yuan. city 
| councils in Taipei and Kaohsiung, and 
| mayoralties will be up for voting 

His failure to improve on the last 
DPP performance of 23% of the popu- 
lar vote could trigger а backlash from 
the radical New Movement, which is 
pressing for a much higher target of 
| 35% in the coming election. 

A wealthy businessman, Huang said 
he would double or even treble the pre- 
sent level of the party budget, implying 
he could spend more money in backing 
candidates. But while he wants to have 
the right to nominate candidates in the 
next election, the radicals have pro- 
posed nominating them from the rank 
and file, thus skirting the screening pro- 
cess by the central standing committee. 

On the broader issue of relations 
with the KMT, Huang advocates a line 
of fight and talk, talk and fight with the 








either committee. 

Their failure was attributed not so 
much to а hatred for mainlanders — a 
deep-seated sentiment within the party 
— as to gradual changes overtaking 
the mood of delegates clamouring for 
more diversification in the party ap- 
paratus. At least 18 new faces surfaced 
in the central executive committee, in- 
cluding two from radical farmers’ as- 
sociations. 


Ox notable development in the new 
power configuration was the political 
massacre of the centrist group led by 
Kang Ning-hsiang, a veteran DPP legis- 
lator who has always attempted to reach 
à compromise on major issues such as 
independence. He and a string of 
younger legislators, such as You Ching 
and Ju Gau-jeng, seeking to mediate 
factional squabbles were swept away as 
assions rose between Yao and Huang. 
ang also failed to gain a seat either in 
the executive or standing committee. 
All this poses a formidable challenge 
for Huang, who is not known for ar- 


within the Legislative Yuan, not on the 
streets as Yao's supporters have often 
done. Major issues he will pursue in- 
clude parliamentary restructuring 
(meaning retirement of ageing main- 
land-elected deputies still dominating 
Taiwan's three-chamber parliament); 
the need to crack down on underground 
economic activities including unau- 
thorised financial investment houses, 
and defining Taiwan's future relations 
with China. 

Asked what his strategy for achiev- 
ing these goals would be, Huang said: 
"In Chinese society, radical means may 
attain certain goals, but not necessarily 
public sympathy." 

But Huang is working hard to 
achieve something tangible to burnish 
his image and possibly placate radical 
critics, and as а first step he has per- 
suaded Shih Ming-teh, a leading jailed 
dissident, to call off the intermittent 
hunger strikes he has held for two years, 








which are endangering his health. п 
ail 





emphasis on talking. and on fighting 











COVER STORY 


The high-yield farm lobby 


W ith American rice millers press- 
ing for legal action to bring down 
Japan's rice import barriers, Tokyo 
must make a choice: strike a deal on im- 
port liberalisation soon or face the near 
certainty that legal action will be taken. 
One US Rice Millers’ Association peti- 
tion for action has been rejected by US 
Trade Representative Clayton Yeutter, 
who feels Japan should get a chance to 
voluntarily liberalise rice imports. But a 
second may well be accepted. 

Liberalising imports will cost the 
government votes in the next election, 
but whichever option he chooses, Prime 
Minister Noboru Takeshita will have to 
start thinking seriously about rationalis- 
ing Japan's fragmented and inefficient 
farm sector. 

Rice farming accounts for a third of 





| 


Japan's total farm output by value and 
provides work for more than 80% of the 
nation's 4.5 million farm households, 
though not all of these actually take 
their rice to market. Their numbers, 
however, explain why ruling Liberal 
Democratic Party (LDP) politicians 
representing rural constituencies are 
more sensitive to the rice lobby than any 
other pressure group. 

The leading critic of government 


| moves to lift import barriers, the Cen- 


tral Union of Farm Cooperatives (Zen- 
chu), and its sister organisation, Zen- 
noh, have warned that the LDP could 
lose up to 80 seats in the lower house of 
parliament if it liberalises rice imports. 
The LDP is thought to have already lost 
30 seats through the liberalisation of 
beef and orange imports (REVIEW, 7 





JAPAN 


July). Zenchu, an elite group of agri- 
cultural bureaucrats and political farm- 
ers, stands at the apex of Japan’s vast 
system of general purpose agricultural 
cooperatives, the Nogyo Kyodo Kumiai 
(Nokyo). Zen-noh acts as the trading 
arm of the Nokyo system. 

Ironically, both Zenchu and Zen- 
noh themselves are part of the crisis fac- 
ing Japanese agriculture. Both organi- 
sations are committed to preserving the 
system of small, part-time farmers — 
which grew out of land reforms intro- 
duced by the pec our military 
government after World War II but has 
helped to keep Japanese farming 
hopelessly uneconomic. 

Nokyo's controversial place at the 
heart of Japan's high-cost farm sector 
means that any plan to make farming 
cost-effective will probably have to in- 
clude a plan for revamping Nokyo — 
"starting again from first principles? 


LDP may have to risk lifting rural protection 


Monster in the farmyard 


By Charles Smith in Tokyo 
The  Nokyo farm 
lobbys power over 
ruling Liberal Demo- 
cratic Party (LDP) 
^ rests on two pillars: it 
M organises the farm 
vote for the LDP but 
Ta it can also block the 
election of politicians who disagree with 
its protectionist policies. Yet its power 
is beginning to show signs of crumbling 
and its days are probably numbered. 

In June, the Administrative Man- 
agement Agency of the Prime Minis- 
ter’s Office published a report criticising 
the way Nokyo organised at the local 
level run their affairs and called for 
tighter supervision by the Ministry of 








LDP politicians to speak frankly about 
what they term as Nokyo's "abuse" of 


| its privileges may reflect growing belief 


that something must be done about the 
economies of rice production. 
In the past three years, the media has 


‘blamed Nokyo for holding up the mod- 


ernisation of Japanese farming, and for 
blocking attempts by farmers them- 
selves to adopt a more entrepreneurial 
approach. Joining in the criticism have 
been organisations for big business, 
such as Keidanren, which see farm pro- 
tectionism and the resultant higher cost 
of food as the biggest reason the pur- 
chasing power of Japanese consumers is 
far weaker than it should be given the 
strength of the yen. 





Keidanren and its rival, Keizai 
Doyukai, have argued that to bring 
down the price of food, the size of farms | 
should be increased and efficiency en- 
couraged by exposing farmers to the 
pressures of the market. 


he bitterness may reflect resentment 

of the privileges Nokyo enjoys by 
virtue of its status as a cooperative. Un- 
like private companies, local Nokyo 
cooperatives are exempt from the provi- 
sions of Japan's rigorous anti-monopoly 
laws and thus enjoy exclusive sales a 
marketing rights within designat... 
areas. 

Its status also brings it tax privi- 
leges. Nokyo's marketing arm, Zen-noh, 





Agriculture. The deci- 
sion to break a long- 
standing taboo оп 
criticism of the Nokyo 
system is said to have 
been inspired by former 
prime minister Yasuhiro 
Nakasone in the pre- 
vious administration. 
Nakasone may have 
calculated that by plac- 
ing Nokyo on the de- 
fensive, the govern- 
ment would improve its 
chances of persuading 
the farm lobby to ac- 
cept a cut in rice-sup- 
ort allocations which 
eep prices high. But 
the willingness of top 







(155^ 
Protesting farmers: crumbling 


power. 






whose sales figures would 
rank it as the nation’s 
seventh-largest general 
trading company, pays a 
cooperative enterprise 
tax of 27% on its earnings 
instead of the 43% in cor- 
porate tax private com- 
panies pay. 

This privilege has ena- 
bled Zen-noh to retain a 
stranglehold on the cattle 
feed and fertiliser mar- 
kets, according to Koichi 
Itoh, associate director of 
the US Feedgrain Coun- 
cil's Tokyo office. Itoh 
Mi says Zen-noh normally 
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| n overcharges farmers for 
T feed, but that it can easily 
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one senior LDP official said. Revamped 
and with its power trimmed, how- 
ever, Nokyo would be a far less valu- 
able source of electoral support for the 
LDP. 


: A uh individual farm coopera- 
tives are not allowed to give money 

to political parties, associated com- 
panies linked to Zen-noh can and do. 


million households, including associate 
members who are not actually farmers, 
is another incalculable political asset. It 
means, says economist Johsen 
Takahashi of the Mitsubishi Research 
Institute, that even if LDP politicians 
cannot get themselves elected with farm 
support only, a concerted effort by 
Nokyo can easily ruin someone's 
career. 

Nokyo also inspires a politician's re- 
spect because of the weighting given to 
the rural vote under the electoral sys- 
tem. The failure to adjust constituency 
oundaries — and thus the percentage 





undercut rivals from private companies 
if it has to. The result has been that 
while plants controlled by Zen-noh 
manufacture only 36-4096 of the cattle 
feed used in Japan, Zen-noh controls 
75-80% of the user market. 

The high-handed behaviour of some 
of the Nokyo system's nationwide trad- 
ing and financing offshoots has led to 
suggestions that the vast and unwieldy 
organisation should be dismembered or 
at least shorn of some of its more 
anachronistic privileges. Тадатогі 
Oshima, a LDP member of parliament 
representing a rural constituency in 
Honshu, feels that at the very least 
Nokyo's banking functions should be 
hived off from И 


Nokyo's vast membership of some 8 | 








of MPs representing rural areas — to | 
match the post-war population shift to | 
the cities means that in some rural areas | 
it takes only one-third the number of | 
votes to put a MP into parliament as in | 
the cities. Because of this disparity, | 
farm lobbies may control the destinies | 
| 

| 

$ 
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| 
i 
| 
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of up to 200 LDP MPs. 

It is this respect and fear that will | 
make the LDP very cautious about cut- 
ting Nokyo down to size. But it may | 
have to try for two reasons: the cost of 
food is at a height where even the nor- 
mally docile Japanese consumer is get- 
ting restive, and only a small proportion 
of today's rapidly ageing farm po- 
pulation have successors willing to 
take to the traditional rural lifestyle. 
The proportion of farmers could thus 
fall from 7% to less than 396 by the 
year 2000. 

Recognition of both trends has 
brought with it the realisation that the 
farm cooperative system needs reap- | 
praisal. It will be agonising. | 

— Charles Smith | 





The loss of purpose is not primarily 
Nokyo's fault, Yuize says, but reflects 
the changes that Japan itself has under- 
gone since 1947, when the Nokyo sys- 
tem was established by the post- World 
War П US Occupation authorities as 
part of a sweeping land-reform pro- 
gramme. Nokyo became the govern- 
ment's agent for ensuring that scarce 
food supplies were fairly distributed 
during the late 1940s and early 1950s. 

In the 1960s, when the government 
introduced a food. price-support sys- 
tem to help narrow the gap between | 
newly affluent industrial workers and | 
the farming community, Nokyo again 
acted as a proxy for the authorities. Its 
nationwide sys- 








its other business 


activities. 

But the re- 
tructuring of 
»§Okyo’s  multi- 


faceted business 





tem of 12,000 or 
more Nokyo or- 
anised at local 
evel (since re- 


to around 4,200) 





empire may be 
less urgent than a re-thinking of its 
role and functions. According to 
Yoshihiko Yuize, a professor of eco- 
nomics at Chiba National University 
who once worked for the Ministry of 


its objective since the late 1960s, 
when it played a major part in help- 
ing the government implement the con- 
troversial but highly successful income- 
doubling policy which launched Japan 
into the ranks of the economic super- 
powers. 


farming problems at the LDP's Policy 
Research Council, agrees. What Nokyo 
needs, he says, is to "return to its start- 
ing point" — to stop functioning as a 
profit-oriented conglomerate and to re- 
discover its role as a organisation for 
-helping farmers. 








Agriculture, Nokyo has deviated from | 


Tomomitsu Iwakura, a specialist on | 





was used to chan- 
nel support-payments to farmers — and 
also to ensure that those who received | 
government handouts voted for the | 
LDP 
Support-payments continued in the | 
1970s with the price of rice rising every 
year until 1985. And yet, the justifica- | 
tion for price-support ended a decade or | 
more ago when Japanese farm incomes | 
overtook those of industrial workers | 
and when more and more farming | 
families began working part-time in in- | 
| 
| 
| 
| 


1 
| 
| 
| 
| 
| 
| 
duced by mergers 
| 
i 


dustry. After 1973, said Yuize, Nokyo 
continued to grow in terms of profits | 
and turnover but became increasingly | 
marginal to the needs of the farmers 
themselves. 

Matters came to a head from 1986 | 
onwards when yen revaluation greatly 
increased the gap between the cost of 
food production in Japan and that in 
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“other major developed nations, includ- 
sing the US. High food prices have 
-dramatised the structural problems of 
Japanese agriculture, particularly the 
fact that only a handful of farms are 
large enough to make economic use of 
modern machinery. 

Nokyo, however, appears to be a 
clumsy tool for engineering a farming 
revolution. Even if the yen had not been 


revalued, Yuize believes, Nokyo would | 


have been headed for trouble by the 
early 1990s. The fact that 7% of Japan's 


population is still engaged wholly or: 


partly in farming, against 3% in the US, 
suggests that the farm population is 
bound to fall further, cutting Nokyo's 
membership and undermining the mar- 
kets for the services it provides. 

When this happens, questions will be 
raised about the massive Nokyo bureau- 
cracy. With its 4.5 million farms, Japan 
already labours under a ratio of almost 
one full-time cooperative official for 
every 10 farming households. A higher 
ratio of bureaucrats to farmers would 
force Nokyo to seek new kinds of non- 
agricultural business in order to justify 
its existence, making its right to à 
privileged tax status more dubious than 
ever. 


ome of Nokyo's top leaders seem 
painfully aware of the need for 
` change. In sharp contrast to its traditional 
stance on rice prices, which assumed that 
prices need never stop rising, a newly 
published Мокуо “vision” for the year 
2000 speaks of a steady fall in rice pro- 
duction costs to about 70% their current 
level and of an equally steady improve- 
° ment in the efficiency of farms. 
The question is how to improve effi- 
|; ciency. According to Токио Matsumoto, 
"an executive director of Nokyo's central 
| policymaking unit, the Central Union of 
| Agricultural Cooperatives (Zenchu), 
. the local Мокуо should be encouraged 
to provide farmers with management 
services and guidance, rather than en- 
couraging the joint operation of farms 
+ through leasing, or through outright 
. sale and purchase of land. 
Consolidating farms by actually per- 


‘| suading some farmers to retire or sell 


ош in favour of others would mean the 
| destruction of Japan's time-honoured 
Cshuraku system, under which groups of 
"| small farmers, varying from 20-40 in 
“number, cooperate to share water 
| supplies. So politically and culturally 
| significant are the shuraku, according 





` to Мокуо theoreticians, that sweeping 
them away would shake the social sta- | 


bility of rural Japan. In crude political 
terms, the shuraku provides a conve- 
T nient framework for organising the farm 


|` vote. 


UE The problem with building a more 
` competitive farming economy on the 
foundation of the shuraku system — de- 
| scribed as "destiny sharing societies" — 
15 that its basis is making the most of 
| scarce resources, and not the impor- 















tance of entrepreneurship. Akira 
Fueki, planning manager at the Na- 
tional Chamber of Agriculture, says be- 
cause of this, Nokyo has seldom taken 
the lead in trying to persuade farmers to 
experiment with new crops or introduce 
new techniques. 

Others share the traditionalist view. 
Shizuka Kamei, an MP and prominent 
LDP rightist, says Japanese society 
would collapse if the present system of 
rice production is changed. Rice cultiva- 
tion forms the “basis of the spiritual life 
of the Japanese people,” he said and 
rice-growing areas are where city dwell- 
ers go to rediscover their souls — hence 
economic common sense has no place in 
the argument. 

Faced with Nokyo resistance, both 
the Minisuy of Agriculture and the 
LDP are cautious on the question of 
consolidating farms. One agriculture of- 
ficial said the Nokyo approach might 
work best in some of Japan's more tradi- 
tional rural areas, while a more entre- 


Rich harvest in 


preneurial approach might work in 
areas near larger cities. 

The ministry thus feels upable to 
draw up a master plan for the consolida- 
tion of rice farming. It has, however, 
sponsored legislation which removes 
some of the traditional disincentives to 
the leasing of farmland, including a law 
banning lease agreements that run for 
less than 10 years. The result of such ef- 
forts has been modest. Farms with à 
land area of more than 5 ha (more than 
three times the national average of 1.2 
ha but still far smaller than American 
or European farms) are now 2.396 
of the total compared with 1.7% in 
1983. 

LDP parliamentarians and policy- 
makers have been equally reluc- 


tant to take issue with Nokyo over 
whether the shuraku system should go. 
Iwakura, however, believes they will 
have to face down Nokyo soon, given 
external pressures for the opening of the 
Japanese market to imports. 


downtown Yokohama 


One of the mysteries 
of Japan's political 
system is how farmers 
have managed to re- 
i tain so much influence 
over the ruling Lib- 
eral Democratic Party, 
MEM when their numbers 
have shrunk so drastically 
roughly 50% of the population in the 
1950s to less than 7% today). 

Part of the answer lies in the way the 
farm cooperative movement — known 
as Nokyo — has managed to diversify 
into a rich variety of business areas that 
have little or nothing to do with farm- 
ing. An extreme case of such diversifica- 
tion is the Farm Cooperative Associa- 
tion of South Yokohama (Yokohama 
Minami Nokyo, or YMN). 

Located à couple of minutes walk 
from Sakuragicho station, one of the 
two main downtown rail terminuses in 
Japan's second-largest city, YMN is an 
organisation run by and for farmers. 
Yet the bulk of its business now lies in 
banking, insurance and real estate, in 
each of which areas its cooperative 
status gives it some valuable advantages 
over ordinary private sector com- 
petitors. 

According to — secretary-general 
Yoshio Okamoto (a farmer's son with а 
degree in agricultural engineering) 
about 7096 of Minami Nokyo's profits 
— ¥5.6 billion (US$44.6 million) in fis- 
cal year 1987 — are derived from in- 
terest on loans and investments made by 
its banking arm, while another 30% 
comes from insurance premiums. A 
separate real estate subsidiary does 





(from- 





about ¥6 billion worth of business per 
year, mostly in redevelopment of 
former farmland owned by members 
anxious to cash in on Yokohama's real 
estate boom. 

When YMN was founded in 1969 by 
merging 13 smaller farm cooperatives in 
the southern half of Yokohama city, 
more than three-quarters of its 6,178 
members were small-scale urban farm- 
ers, owning pocket-handkerchief veget- 
able or rice plots within the built-up 
area of Yokohama city. Today the or- 
ganisation still boasts around 4,500 
farming members, but associate mem- 
bers who have never handled a rice 
plant or dug a field of potatoes пит! 
8,087, up from 1,430 at the time of i. 
merger. The boom in associate mem- 
bership is due to the exceptionally good 
deal that Nokyo is able to offer mem- 
bers who use its banking and insurance 
businesses, Okamoto said. 

Because of its status as а coopera- 
tive, the Nokyo banking arm is al- 
lowed to pay dividends to depositors at 
the rate of 0,5% of the value of each 
member's deposits. This gives it a signi- 
ficant edge over its nearest retail bank- 
ing rivals, the shinyo kinko (private cre- 
dit associations), whose interest pay- 
ments on small deposits are fixed by law 
at the same level às the Nokyo's before 
dividend payments. 

The deregulation of interest rates on 
small deposits which is due some time 
within the next couple of years as part of 
Japan's overall programme for liberalis- 


| ing its financial system will enable 


shinyo kinko to match Nokyo terms to 
depositors if they wish (or can afford) to 
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do so, Okamoto said. But the 
Nokyo will still be more competi- 
tive than other small banks. This 
is because the cooperative mem- 
bership system reduces sales 
promotion costs, including the 
cost of sending out salesmen 
on home visits to drum up de- 
posits. , 

YMN has: ¥287 billion in de- 
posits. About 37% of funds are 
absorbed. by. loans, including 
house and car purchase loans, 
while another 17% is invested in 
government bonds. The remain- 
ing 4696 of deposits are channel- 
led upwards through the prefec- 
tural and national levels of the 
Nokyo hierarchy, to the Norin 
Chukin Bank which uses the bulk 











of its surplus funds to underwrite i 
the central government's budget deficit. 

When it comes to insurance, 
Okamoto said the Nokyo can offer a 
better deal than most private com- 

nies, because of the sheer size and 
. ographical spread of the national or- 
ganisation supporting it. The system's 
National Mutual Insurance Federation, 
which reinsures contracts made by local 
cooperatives, is the largest insurance 
group in Japan — larger than Nippon 
Life Insurance — and the only organisa- 
tion that is allowed to do both life and 
non-life insurance business. 

The cooperative insurance system's 
size and geographical spread (with less 
dependence on the Tokyo area than 
most private companies) is one reason 
why its standard fire insurance policies 
include automatic earthquake insur- 
ance as well, Okamoto said. Private in- 
surance companies sell earthquake in- 





surance as an extra with the premium 
depending on where in Japan the in- 


surer is located. 
P roperty development, the third major 
pillar of YMN's business, has in- 
creased eight-fold since 1981 as farming 
members have rushed to take advantage 
of high land values by building apart- 
ment blocks in the corners of their rice 
paddies and vegetable plots. It is a highly 
profitable business, partly because the 
cooperative has a built-in supply of land 
waiting to be developed whereas private 
developers have to go out looking for 
scarce real estate. 

With its three. main. non-farming 
businesses booming and with the future 
of Japanese farming, particularly the 
high-cost urban variety, looking in- 
creasingly doubtful, YMN might seem 
to have reached the point where it could 


Cracking the whip over 
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Throughout Japan 

the Мокуо (farm 
cooperative) move- 

ment has worked to 

keep farms small and 

to maximise the 

i number of farm 
_ families, even if this 


means that a majority of farmers have to 
do other things as well in order to sur- 
vive. Hokkaido, the largest Japanese 
prefecture and the one whose agricul- 
tural areas look most Westernised, is 
the exception which proves the rule. 
Hokkaido farms are on average 
more than 10 times the size of those in 
the main island of Honshu, averaging 15 


ha against an overall national average of 


only 1.2 ha. Most Hokkaido farmers, 
unlike those in Honshu make their liv- 
ing exclusively from agriculture. Yet 
Hokkaido's dairy and beef cattle 
1. ranches are on an incomparably smaller 
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scale than the big US or Australian 
farms which represent the main threat 
to Japanese agriculture. 

The remarkable thing about the farm 
cooperative movement on the island is 
that it is militantly opposed to any at- 
tempt to upgrade the size of Hokkaido 
farms to the point where they might be 
able to compete with. Australians or 
Americans — or even with farms in 
Western Europe. 

According to Shigenori Tokonabe, 
chairman of the central committee of 
the Hokkaido Nokyo, the system exists 
to help farmers cut costs and improve 
quality so as to be able to survive in a 
free (or at least freer) market for ag- 
ricultural products. But cutting costs, 
according to Tokonabe, should not in- 
volve seeking unlimited economies of 
scale. Tokonabe told the REVIEW that 
the large-sized farms of the US and Aus- 
tralia represented a threat to world food 
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| consolidation and scaling 





afford to stop worrying about 
propping up local agriculture. 
But Okamoto denies that there i 
any guestion of the organisation 
actually “deserting” farn 

The third-largest busnes 











subsidiary) is still 
machinery, fertiliser and 
inputs to what is left of the local 
farm community, while the 

of farm produce ranks 
Okamoto adds that the 
tive spends a large por 
surplus funds on 
cluding festivals d 
plain the importanc 
to Yokohama office а 
workers. 

















































"operae 
n of its 
la. ii 











given to farming is that the cooperate 
is still effectively controlled by its far 
members, even though they are asma 
minority of total membership. Onl 
farmers can become "full" members of 
Мокуо ~ and "associate" members are 
not allowed to vote in elections whi 
fill all top posts in the executive. A sec 
ond point is that the tax and other 

rivileges enjoyed by the Мокуо under s 
1947 farm cooperative law would dis: 
pear if it lost its role as an organisation 
at least nominally dedicated to th 
promotion of farming. 

The 4,000-odd farming member 
YMN include less than 350 full-ti 
hardly surprising in an urban d 
where the average size of a farms 003€ 
a ha. But the marginal income they di 
rive from their rice paddies and vey 
ble plots is crucial to keeping the wh 
system in existence. = Charles Sm 
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supplies because of the risk that low 
cost exports from such farms could put 
local producers out of business in coun” 


His "anti-economy of scale” doe 
trines have raised eyebrows among 
agricultural economists in Tokyo who 
point out that if a world food sh 
were to occur, high-cost farmers! 
Japanese would automatically 
themselves back in business. But U 
Tokonabe line clearly suits two other 
categories of people who are in a posi 
tion to influence Japanese farm л 
— politicians im the rub 
Democratic Party (LDP) representir 
Hokkaido constituencies, for whom 
large farm population spells a stable 
voting base, and Mokyo itself. 

The Мокуо‘ Hokkaido-basec 
prises employ a total of around 
workers, roughly one for ever 
farms on the island or one to every 
people living within the farm sector oi 
the economy. A reduction in the size of 
Hokkaido's farm population thro 
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units would mean fewer customers 
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non-agricultural services, including its 
huge banking and insurance operations. 
Worse still, if the number of farms 
were reduced and their average size in- 
creased beyond a certain point, the re- 
maining large farmers might be tempted 
to break away altogether from the 
cooperative movement. Although To- 
konabe claims virtually 100% of Hok- 
kaido's 100,000-odd farms belong to 
nokyo, some larger farmers already 
seem to be bypassing the cooperative 
system. This can be done by selling farm 
products direct to wholesalers or retail- 
ers, or by purchasing farm inputs such as 
fertiliser and cattle feed direct. 
Ironically, in view of the system's in- 
terest in keeping up numbers, not all 
farmers who leave the system do so vol- 
untarily. Toshitaka Tamaike, a beef- 
cattle breeder who farms 69 ha near the 
town of Kamishihorocho in western 
Hokkaido, told the REVIEW that he was 
virtually forced to break lose from his 


local Nokyo after having sup- 





interested in preserving their jobs. 
Tamaike clearly believes that in the 
Kamishihorocho area farmers exist for 
the benefit of Nokyo employees, not the 
other way round. 
Tamaike's gloomy view of the role of 


| the Nokyo as a self-serving profit- 
oriented organisation, not a genuine | 
cooperative, is clearly not universal. At | 


Sarabetsu, only an hour's drive from 
Kamishihorocho in the centre of the 
prefecture's richest agricultural area, 
the local cooperative seems to have 
been able to retain support by allowing 
members more leeway to deal with the 
outside world. But the problem of farm 
consolidation is still seen as threat by 
Tadao Abe, the Nokyo chairman, if 


only because of its impact on local land | 


prices. 

Sarabetsu farms have doubled in size 
over 20 years (from 15 to 30 ha) as lower 
government subsidies for wheat and 
soybeans have forced less efficient or 





rted the wrong candidate in 
its elections. 

Tamaike no longer has ac- 
cess to funds from the ubiquit- 
ous Nokyo financing system 
which at one time acted as the 
main bank for his cattle- 
breeding business. He man- 
aged to find an alternative 
source of finance only after 
being turned down by the 
local branch of a private credit 
association which was pres- 
surised by the Nokyo leader- 
ship. Yet breaking lose from 
the system turned out to be 
such a good idea that Tamaike 
now claims to be grateful to 
the officials who expelled 
him. 

Tamaike said farmers who 
sold through cooperatives had 


Harvesting 
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rice: declining land values. _ 





to pay a 2% commission to their 
local Nokyo and another 2% to Hoku- 
ren, the Sapporo-based Nokyo trading 
company which forms a second tier in 
the cooperative distribution system. He 
was able to avoid these charges by sell- 
ing his cattle to the Daiei supermarket 
chain through an intermediate dealer. 
Fertilisers and cattle feed come 
r if bought from independent 
suppliers because of volume discounts 
which are not available through the 
cooperative, Tamaike said. The reason 


. Nokyo cannot offer volume discounts is 


because it is a democratic institution 
whose leaders depend on the support of 
(mainly smaller) farmers in periodic in- 
ternal elections. 

An often cited argument for staying 
within the cooperative system is that 
local nokyos can provide expert advice 
on farm management. But Tamaike dis- 

utes the quality of this expertise. The 
-odd full-time employees of the 
Kamishihorocho Nokyo, in his view, are 
"semi-pros," lacking in any really useful 
expertise in cattle-farming but very 








older farmers to sell out to “profession- 
als." Until recently there were enough 
professionals to keep prices rising but in 
the past two to three years land values 
have fallen from ¥ 300,000 (US$2,388) 
for one-tenth of a hectare to Y250,000 


as older and less efficient farmers have | 


moved off the land. 
poss land values threaten the fi- 
nancial structure of the system, 

since local farm cooperative banks lend 
money to members on the security of 
their land — generally valuing it at 7095 
of market value at the time of the loan. 

Abe believes that the right way for 
the Nokyo to respond to the challenge of 
lower product prices is for farmers to be 
encouraged to specialise more — high 
quality beef or fresh vegetables that are 
neither subsidised nor internationally 
traded are two possible areas. But poli- 
tical pressures also can help. 

Because of the leverage the Nokyo 
can exercise over politicians, Abe said 
he was not "particularly" worried about 
























the attitude to farm problems of the 
LDP. The Ministry of Agriculture 
(MoA) presents much more of a prob- 
lem. Abe accused MoA bureaucrats of 
“not recognising crops, when they see 
them" and of taking a cóldly bureaucra- 
tic, rather than a human view of farm 
problems. 

Tokonabe, whose central committee 
lobbies the central government on be- 
half of the whole Hokkaido farm sector, 


| agrees. "What the government refuses 


to understand is that Japanese farming 
costs have been distorted by the ex- 
change rate — not by farmers them- 
selves," he said. “If Japan only had an 
agricultural sector, farm costs would not 
be nearly so high." 

Neither Tokonabe nor Abe directly 


| control political funding — the system's 
| Status as an organisation handling gov- 


ernment subsidies bars it from con- 
tributing mone to politics. But com- 
associated with the Nokyo's vari- 
ed Hokkaido enterprises can 
and do spend money to infi 

ence the views of politiciar 

This means that Nokyo exer- 
cises leverage both through 
political funding and through 
its ability actually to deliver 
the farm vote at election time. 

Tokonabe admits that the 
size and strength of the Hok- 
kaido movement (compared 
with those of smaller prefec- 
tures further south) may have 
helped the prefecture to get 
special treatment for its farm- 
ers when the Japanese Gov- 
ernment was wondering early 
in 1988 how to respond to a 
Gatt ruling on import liberali- 
sation. 

The ruling called on Japan 
to abolish quotas on 10 pro- 
cessed food products which 
had been declared in violation 
of Gatt rules by an independent panel 
set up at the request of the US. Japan 
sponded by abolishing eight of the . 
but has insisted on retaining the remain- 
ing two, starch and powdered milk. 
Starch is of prime interest to Hokkaido 
potato growers while powdered milk af- 
fects the dairy industry. 

In contrast with Hokkaido's success- 
ful lobbying efforts, the prefecture of 
Okinawa in Japan's extreme south 
failed to stop liberalisation of canned 
pineapples, а product of even greater 
relative importance to Okinawa farmers 
than potatoes to Hokkaidans. 

Tokonabe's success in deterring the 
central government from liberalising 
starch and skimmed milk imports may 
not have served the long-term interests 
of Hokkaido farmers, who would al- 
most certainly benefit from a dose of ex- 
posure to import competition. But it al- 
most certainly helped to reinforce his 
own position as the head of Japan's 
most powerful regional farm coopera- 
tive. — Charles Smith 
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The farm cooperative 
system, the Nogyo 
Kyodo Kumiai (Nok- 
yo), is one of the 
argest bureaucracies 
in Japan and, by some 
accounts, one of the 
least efficient. It hasa 
pyramid structure with 4,200 local units 
at its base and a series of national feder- 
ations, looking after banking, insurance 
and trade, at its apex. In between are 48 
regional federations whose job is to 
‚ "guide" each local Мокуо. 

7 The system employs 380,000 work- 
ers, or roughly 0.9 people for every 10 
farm households in Japan. Its main or- 
ganisations include: 

|.» ZEN-NOH: the group's trading arm 
- with a staff of 4,000 and annual sales of 










|. 36.7 trillion (US$53.6 billion). Zen- 


noh handles 7096 of all fertiliser sales to 
"farmers and 85% of cattle feed sales. It 
also sells cars, electronic products and a 
variety of other consumer goods. At the 
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other end, more than 90% of the rice 
grown in Japan is collected by Zen-noh 
and resold to the government or to inde- 
pendent wholesalers. 

Zen-noh group affiliates include à 
chain of 2,000 retail co-op stores, 47 cat- 
tle-feed mixing plants and an interna- 


tional trading subsidiary. Zen-noh 
shares are owned by prefectural 
cooperative federations апа local 
Мокуо. 


» ZENKYOREN: the group's central 
insurance arm. It and its 47 prefectural 
affiliates make up the largest insurance 
group in Japan with ¥230 trillion worth 
of policies. Unlike private-sector insur- 
ance companies, Zenkyoren is allowed 
to deal in both life and non-life insur- 


ance. It employs a total of 5,600 peo- | 


le. 

E NORINCHUKIN BANK: Japan's 
sixth largest bank in terms of domes- 
tic deposits (US$229 billion). Norin- 
chukin acts as a central bank for the 
Nokyo savings system, receiving de- 


Using the aid weapon 


International recognition eludes the military government 


By Bertil Lintner in Bangkok 


que military government which seized 
power in Rangoon on 18 September 
declared a "Union of Burma," dropping 
~ the words “Socialist Republic" from the 
country’s name, a technical change of 
statehood which requires formal recog- 
nition under the diplomatic rules of sev- 
eral Western countries. But while no 
foreign governments have closed their 
Rangoon embassies, international rec- 
ognition eludes the increasingly isolated 
regime. 
The trend among Western countries 
and Japan — which suspended aid in the 
aftermath of the coup — is to refuse its 
“resumption and discourage foreign in- 
vestment until the human-rights situa- 
‘tion in Burma has improved and fair 
elections have been held. 
-. “Rangoon-based diplomats just 
avoid any interaction with the military 
regime which could be interpreted as a 
recognition, or an approval of its repres- 
sive policies," a source said. 

In an obvious attempt to break its in- 
ternational isolation and woo badly 
needed foreign exchange, Burma's mili- 
tary government announced that it had 
given up the rigid economic policies of 
the past 26 years and now welcomed for- 
eign investment. In a statement issued 
on 31 October, Trade Minister Col 





Abel said his government had abro- 
gated old laws which prohibit import 
and export outside of the control of the 
state. 

“А market-oriented economy will be 
practised," Abel said. "Limited com- 
panies and joint ventures between local 
and foreign private firms or with foreign 
governments will be permitted." 

However, the announcement has not 
evoked any great enthusiasm among 
foreign businessmen or governments. 
Abel made it clear that the present state 
monopolies will be retained in the sec- 
tors which are the most attractive to for- 
eign investors: teak, petroleum, natural 
gas and gems. 


he Thais have accepted an invita- 

tion to send a delegation to Rangoon 
to discuss fisheries and the sale of teak 
logs. But it is unclear if this will really 
provide Burma with a trade opportunity 
or whether it reflects the usual diplo- 
macy Thailand displays in managing its 
sensitive relationship with its western 
neighbour. 

Furthermore, Abel said his govern- 
ment had no plans to devalue the Bur- 
mese currency. The official exchange 
rate still stands at Kyats 6.5 to one US 
dollar, while the black-market rate has 








posits from prefectural financial 
cooperatives which in turn collect 
money from local Мокуо. The 
cooperatives and local Nokyo invest a 
large part of their surplus funds in for- 
eign bonds (but not equities). The en- 
tire Nokyo network boasts ¥41 trillion 
worth of deposits, more than that in 
the largest commercial bank. 
» ZENCHU: the Central Union of 
Agricultural Cooperatives is an elite 
body with a staff of 122 which lobbies 
the government on behalf of farmers. It 
also lobbies overseas. Zenchu has tried 
to make Nokyo more flexible on issues 
such as import liberalisation and con- 
solidation of farms but has been blocked 
by conservatives in the prefectural fed- 
erations. 
» Local NOKYO: non-specialist or- 
ganisations handling finance, trade, in- 
surance and giving management advice 
to farmers. Local Nokyo employ 
297,000 workers to service 8.8 million 
members (including non-farming as- 
sociate members). Individual Nok 
range from around 20,000 to 100. 
members. Zenchu wants to reduce the 
number of local Nokyo from 4,200 to 
1,000 by merging smaller units. 

— Charles Smith 






soared to Kyats 45-48, up from Kyats 38 
in September. 

The only exception to the policy of 
isolation appears to be Singapore which 
is alleged to have delivered munitions to 
Burma (REVIEW, 3 Nov.). Burmese of- 
ficial spokesman Kyaw Sann on 9 Nov- 
ember denied that his government had 
bought munitions from Singapore se- 
cretly "since we can openly buy arms 
and ammunition at the sources." How- 
ever, he did not deny that the alleged 
shipments had taken place, nor has any 
denial been issued by the Singapore au- 
thorities. 

South Korea and Israel have also 
been accused of supplying arms à - 
making other deals with Burma. Hc 
ever, a spokesman for the Israeli Em- 
bassy їп Bangkok, in a letter to the 
Bangkok Post newspaper on 22 Oc- 
tober, dismissed these claims às "un- 
founded" and said the rumour had been 
spread to discredit his country. South 
Korean Assistant Foreign Minister Kim 
Suk Kyu told the REVIEW in Seoul that 
his country had not received any re- 
quests from Burma for aid. 

However, the official Burma Broad- 
casting Service on 19 October an- 
nounced that South Korea had donated 
US$150,000 worth of medicines. 

The state radio also has broadcast re- 
ports of recent meetings with Chinese 
officials to discuss the cross-border 
trade and the purchase of 65 railway car- 
riages from China. The Soviet Embassy 
in Rangoon has donated sports equip- 
ment to the Burmese authorities and aid 
sanctions by the US have been criticised 
by Radio Moscow's Burmese service. El 
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“It was the attitude which kept the 
passengers happy.” 


authentic passenger stater 
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Alcatel E10: the modern, modular system. The 
Alcatel E10 system is based on an open architecture 
in which each function is handled by independent 
software and hardware modules. 

New features are introduced by simply adding on 
extra modules that incorporate the latest technologi- 
cal advances. This approach guarantees total com- 
patibility with the existing program library, which now 
totals more than 5 million instructions. The world's 
number-one digital system, the Alcatel E10 is today the 
first to offer ISDN services on a commercial basis. 


Alcatel E10: chosen by 58 countries. The Alcatel 
E10 is demonstrating its qualities in 58 countries 

Alcatel E10 exchanges, whose average capacity 
exceeds 20,000 lines, currently handle 20 million 
subscribers and 1.5 million transit circuits. Versions 
with a capacity of more than 60,000 lines are in 
commercial operation. But Alcatel CIT is not only a 
supplier of efficient, proven exchanges. We are also 
partners to our customers, providing them with 
network planning assistance, training and technical 
support. And our customers show their satisfaction by 
regularly reordering network extensions and upgrades 





1988, Alcatel E10: ten new exch 





anges for the Beijing network. 


Alcatel CIT: the entire spectrum of communi- 
cations. Alcatel CIT masters every ispect of tele 

communications networks 

Our Total Network concept offers a complete range 
of state-of-the-art solutions to meet fast-changing 


market needs. This policy rests on our recognized 
know-how and international experience in ystems А L [e A T Е і 
for transmitting information and st pplying telecommu 
nications and value-added service ch as telephony, 


ISDN, packet witching, electronic mail and videotex 
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биг foreign Exchange Centre in Zurich 


Swiss Volksbank Swiss Volksbank 
Representative Office Representative Office 

UOB Building Yurakucho Denki Building 

1, Bonham Street # 29-02 South (9th floor) 
Singapore 0104 1-7-1, Yurakucho Chiyoda-ku 


Tokyo 100, Japan 


Branch in London and a further Representative Office in Sao Paulo. 
In Switzerland, we operate in every major town and city. 

Head Office: Swiss Volksbank, International Division, 

PO. Box 2620, 3001 Berne (Switzerland) 





| TOP PERFORMANCE 


Advanced technology in essential these days — not only 
for efficient currency trading but also for successful in- 
vestment consulting. At our Foreign Exchange Centre 
in Zurich, Volksbank specialists have at their disposal 
one of the most modern information and transaction 
control systems. 


Serving our clients 

We operate a foreign currency hotline for the benefit of 
our clients, daily from 7 AM to 10 PM. This is just one 
of the many new services offered by Volksbank. 


Serving our consultants 

биг information systems are also at the service of our 
investment specialists, who need to be kept informed 
constantly of developments on world currency mar- 
kets. They provide your investment adviser with fast 
and reliable information, so that he can assess more 
accurately the risks and the prospects of your personal 
investments. Prompt, precise information — an essen- 
tial priority for successful portfolio management. 


You can profit from our performance — in good times 
and in bad! 


SWISS VOI КЅВАМК 
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Chasing down Chun 


The national assembly probe of the former president picks up steam 


By John McBeth in Seoul 


{| would have been unheard of not so 
long ago. But there were opposition 
lawmakers, clearly relishing their do- 
minant position in South Korea's 299- 
seat national assembly, grilling Defence 
Ministry officials, castigating the once- 
feared Defence Security Command — 
and throwing accusing questions at the 
Agency for National Security Planning 
(NSP, formerly KCIA) on matters rang- 
ing from torture to telephone tapping. 

For 20 days in October, 14 standing 
committees in the assembly sifted 
through the records of 564 ministries 
and government agencies, now and 
again uncovering nuggets of incriminat- 
‘=9 evidence that kept intrigued South 

yreans glued to their newspapers and 
TV sets. Mostly, however, they raised 
clouds of dust which by the end of the 
exercise had settled once again in dark, 
difficult-to-get-at corners. 

Just how big a broom the assembly 
wields will depend on follow-up investi- 
gations by the committees and also by 
several special panels looking into such 
specific issues as Fifth Republic ir- 
regularities and the bloody suppression 
of the 1980 Kwangju uprising. Public 
hearings — unprecedented in South 
Korea's political history — are examin- 
ing an enforced 1980 press merger and 
also the murky finances of the Ilhae In- 
stitute, once regarded as a post-retire- 
ment sinecure for embattled former 
president Chun Doo Hwan. 

It was the first time the parliamen- 
tary inspection had been revived since 
the late president Park Chung Hee 
ended the practice with the introduction 

* his so-called Yushin (Revitalising) 

nstitution in 1972. Generally, there 
was satisfaction at what had been 
achieved. 

“In terms of giving impetus to re- 
forms, we think it went very well," an 
opposition Reunification Democratic 
Party source said. But the inexperience 
of legislators was obvious, compounded 
by a shortage of time and by a lack of in- 
vestigative powers which forced them to 
rely too much on heresay information 
and material supplied by the govern- 
ment. 

With most interest centering on ir- 
regularities committed during Chun's 
seven years in power than on gaps in 
bureaucratic efficiency or in the execu- 
tion of government policy, there was 
still a sense of anxiety in the corridors of 

ower. "I don't know what they are 
ooking for," a defence official re- 
marked, "but they can probably turn 
anything into a political issue." 

Apart from 15-20 witnesses who face 








possible perjury charges, opposition 
sources say only retired general Kim 
Man Ki, 59, is likely to be held in con- 
tempt of the assembly for refusing to 
testify. A former head of the Board of 
Audit and Inspection and the Justice 
Ministry's supply office, Kim was chair- 
man of the controversial Social Purifica- 
tion subcommittee of the Special Com- 
mittee for National Security Measures 
(SCNSM) — the body Chun set up in 
1980 to consolidate his hold on power. 
It was this same committee which 
was responsible for planning the 
brutal Samchong re-education camps 


| investigations into the Chun family’s al- 


leged abuse of power, opposition par- 
ties are pushing for an amendment to 
the Criminal Procedure Law to secure 
the appointment of special assembly 
prosecutors armed with subpoena and 
search powers. They say this is needed 
to ensure impartiality and probably 
to spur the Justice Ministry into greater 
action. 

Chun's more hardline supporters are 
other targets of the assembly investiga- 
tion. Among them are former Blue 
House aide and unification minis- 
ter Huh Moon Doh, one-time Pre- 
sidential Security Service director and 
NSP chief Chang Se Dong, Chun's per- 


| sonal assistant, Ahn Hyon Tae, and Lee 


Hak Bong, а retired military intelli- 
gence officer and NSP deputy director 
who is currently à sitting member of the 
ruling Democratic Justice Party (DJP). 

Huh has taken full responsibility for 
drawing up the so-called "press mass- 


(REVIEW, 20 Oct.) in which at least 50 | acre" plan. which he claimed was de- 


sese are acknow- 
edged to have died, 
the orchestrated sack- 
ing of 8,877 govern- 
ment employees and 
711 journalists in 
1980, and a number 
of controversial cases 
in which prominent 
businessmen меге 
coerced into surren- 
dering ownership of 
their companies. 

Chun and his fam- 
ily are clearly at 
the top of the op- 
position’s list of 
targets. Lawmakers 
have been homing in 
on the methods used 
to extract donations 
for the Пћае Institute 
and the Saesedae 
Foundation, a body 
set up by Chun’s |Chun: embattled. 
эзге, рее бобах, ———— 
and on how the money was dispersed. 
Questions have been raised as well 
over what happened to Won 22.87 bil- 
lion (US$32.9 million) of Won 45.41 
billion the Blue House solicited from 
62 corporate donors for the Saemaul 
community development programme. 
which Chun's younger brother headed 
before his recent imprisonment on cor- 
ruption charges. 


he former presidents elder brother. 

Chun Ki Hwan, 60, has been im- 
plicated in the illegal takeover of a 
southern Seoul fish market and also in a 
suspect land transaction involving the 
Seoul Subway Corp. And Lee Soon Ja's 
father, Lee Kyu Dong, is busy fending 
off accusations of influence-peddling 
over a contract he won in 1982 to supply 
trees to the Seoul municipality. 











signed to strengthen 
the independence of 
the press and sepa- 
rate business groups 
from newspaper 
management. Chang. 
whose links to Chun 
go back to their Viet- 
nam War days, has 


been sweating 
through tough as- 
sembly questioning 


over his role in col- 
lecting donations for 
the Ilhae project. 
And Lee faces the 
same ordeal for the 
part he is said to have 
played in the fish 
market takeover 

Two other Chun 
aides from the early 
1980s, retired 
brigadier-generals 
*| Huh Sam Soo and 
Huh Hwa Pyong, are 
expected to be called to testify over the 
roles they played in the SCNSM. Both 
Huhs and Ahn Hyon Tae are members 
of Class 17 of the Korean Military 
Academy. the dominant core in the 
upper echelons of the South Korean 
army. The level of contact they main- 
tain with their 30 classmates remaining 





| in service is not altogether cleat 


Others tainted by the investigations 
include 24 senior military officers re 
sponsible for the administration of the 
nearly 40.000 inmates inducted into the 
Samchong camps. Finance Minister 
Sakong ll. current presidential press 
secretary Lee Soon Chong. former DJP 
secretary-general Kwon Jong Dal, one- 
time Seoul Subway president Kim Chae 
Myong and a growing list of prominent 
officials and businessmen. If Chun turns 
down a political solution, warn `ор- 


Although the Public Prosecutors | positionists, the list will grow from day 


Office says it has initiated preliminary 


to day 
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Sipping the cup of poison 


Students and opposition zero in on Chun 


t was probably always going to come 
down to this: hundreds of riot police 
fighting off sporadic attacks by student 
radicals on former president Chun Doo 
Hwan's fortress-like home in Seoul; 


graffiti on flyovers, walls and univer- 


sity buildings demanding Chun's im- 
mediate arrest — and finding an echo in 
public opinion. For Chun and his wife, 
Lee Soon Ja, this is their moment of 
truth. 

All the evidence may never become 
part of the official record, but a choice is 
already being forced on Chun, 56: 
apologise and take full responsibility for 
the misdeeds of his 1980-87 Fifth Re- 

ublic, or become the target of spread- 
ing demonstrations and opposition-in- 
spired legal action. 

In other words, his choice is either 
political or judicial. "We would like to 
settle in a political manner," Hwang 
Byung Tai, chief policymaker for Kim 
Young Sam's opposition Reunification 
Democratic Party (RDP), said. "We 
want [President] Roh [Tae Woo] to go 
to Chun and persuade him to apologise. 
It doesn't matter whether it is on televi- 
sion, in the assembly or at a press confer- 
ence." 

The opposition parties also insist 
that Chun should return the money he is 
alleged to have amassed during his ad- 
ministration and retire to his southern 
hometown of Hapchon. No one, how- 
ever, seems quite sure what language 
will represent an acceptable apology, or 
just how much money will satisfy his ac- 
cusers. 

That uncertainty has also been 
tinged with a growing impatience. Op- 
position leaders may not be particularly 
ager to prosecute Chun, but nowadays 
they stress public opinion, saying 
Chun's fate may ultimately rest on the 
judgment of the people. 

лип, however. is hanging tough. 
"He has a great capacity for tolerance,” 
said one opposition source. "His nerve 
hasn't broken. He eats well, he sleeps 
well and he has an occasional round of 
golf." A senior member of the ruling 
Democratic Justice Party (DJP), who 
like many of his colleagues says he feels 
ashamed about the government's past 
excesses, was more succinct. "Chun," 
he said. “is insensitive to politics.” 

In a two-hour session with DJP presi- 
dent Yoon Gil Jung on 4 November 
(Roh was abroad at the time), Chun in- 
dicated he would offer an explanation 
for certain incidents — but only after 
parliamentary investigations into the 
dark side of the Fifth Republic had been 
completed. Aides denied Yoon's earlier 
contention that Chun had told him he 

fas considering a full public apology. 

"This is a Byzantine relationship [be- 
tween Chun and Roh]." said a DJP 





40 


| legislator. "It is a very delicate game be- 
tween life-long comrades, especially 
given the fact that Chun was the 
kingmaker.” It is patently clear, how- 
ever, that Roh must now balance the 
debt he feels he owes Chun against the 
future of his Sixth Republic, 

DJP sources say when Roh told the 
party's secretary-general, Park Jun 
Byung, in late October that party mem- 
bers should realise they were assembly- 
men of the Sixth, not the Fifth Republic 
in carrying out their duties, the em- 
phasis was important. “It was a change 
of nuance, a symbolic breaking of the 


tie,” a party insider said. So too, was | 


Roh's reported remark that there 

should be no sanctuary for those found 
guilty of irregularities, 

But in a country where brinkman- 

| ship is a studied political art, the ruling 

party wants acommodity that is growing 
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Riot police 





increasingly scarce — time. “It has to be 
done in a harmonious way from our 
side." said the DJP source. "If Roh does 
something decisive about Chun now, he 
will be seen to be selling him out. That's 
why he said it was Chun's decision." 
And if Chun does not apologise? “The 
| point has to be reached," he said. 
"where the military and other people in 
the ruling camp understand Roh has no 
choice." 





Ithough the DJP has resisted moves 
to call Chun before the national as- 
sembly, the RDP, backed by opposition 
leader Kim Dae Jung's Party for Peace 
and Democracy. will try to force the 
issue by introducing legislation that 
would allow the assembly to appoint 
American-style special prosecutors to 
look into Chun's alleged wrong-doings 
and those of his family and associates. 
There is also another dimension. In 
what may have been а further move to 
pressure Roh. opposition lawmakers 





stop students outside Chun's residence. 








have questioned his role in moving a re- 
giment of his 9th Division from the de- 
militarised zone to provide the muscle 
for Chun's 12 December 1979 coup. At 
the other end of the spectrum, former 
Agency for National Security Planning 
director Chang Se Dong, suspected of 
having done most of Chun's dirty 
deeds, dropped a veiled warning of his 
own. "If I open my mouth," he said in a 
recent interview, "everyone will have to 
suffer." 

Given signs that the students are be- 
ginning to gain the support of middle- 
class citizens — which they have not had 
| since last year's turbulent democratisa- 

tion campaign — there are those who 
| feel that Chun may have little alterna- 
tive in the end but to leave the country. 
| “If he stays here," remarked a promi- 
| nent South Korean social scientist with 
| blunt conviction, “һе will be killed." 
| The opposition, however, has been 
| forced to conclude that Chun has co- 
| vered his tracks well. DJP deputy sec- 


retary-general Kim Chung Kwon, 
former judge who sits on the special : 





- — 





| sembly panel looking into Fifth Repu" 
lic irregularities, maintains there is 1 
direct evidence so far to convict Chun of 
corruption. 

Western diplomats point out that 
while the opposition can prove 
nepotism and harsh acts of repression, a 
fine line still, exists between abusing 
power for public as against personal 
ends. Nothing so far has emerged, they 

| say, to suggest Chun was in the same 

league as deposed Philippine leader. 

Ferdinand Marcos. "We're not talking 

of billions of dollars and the inefficien- 

| cies that happened because of it." a 
diplomat said. 

But for South Koreans, the bloody 
suppression of the 1980 Kwangju upris- 
ing and a litany of other repressive acts 
are ample reasons for an apology. If 
not, warned Hwang, legal action would 
be drawn out, and “if that happens, the 

| Sixth Republic will be drinking poison 
| every day." It may be already doing so. 
— John McBeth 
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| VIETNAM 


By Murray Hiebert in Bangkok 
ietnam has been waging a diploma- 
tic offensive in recent months to 
convince its non-communist neighbours 
and the West that it is ending its decade- 
long military occupation of Cambodia. 
Hanoi wants to end its international iso- 
lation and expand its economic links 
| with the capitalist world in the hope that 
- increased foreign trade, investment and 
"technology will rescue the country's fal- 
tering economy. 

The Vietnamese Communist Party 
politburo, apparently convinced that 
the Cambodia conflict will be resolved 
--soon, met in September to discuss 
‘Hanoi’s foreign policy priorities in the 
*post-Cambodia" period. The results 
have not been published, but Vietnam- 
ese officials say the general outlines of 
^Hanois changing priorities are re- 
flected in the country's recent foreign 
policy initiatives. 

In the politburo's theoretical journal 
Communist Review, Pham Doan Nam, 
a research fellow at the Foreign Minis- 
try's think-tank and a former close aide 
цо Foreign Minister Nguyen Co Thach, 
wrote in February: "Only by renovating 
thinking about the way of assessing the 
relationship between our country and 
the world so as to affirm that our coun- 
try is a link in the world's general sec- 
` urity and development system, can we 
' satisfactorily solve the question of na- 
tional construction and defence." | 
|^ He added: “It would be shortsighted | 

if we used only the class character of a | 
nation’s ruling circle to determine | 
whether it is friend or foe.” | 

In a gesture signalling Hanoi's in- | 
‘terest in improving its relations with the. 
US and China, the national assembly, 
‘Vietnam's nominal parliament, took 
'steps in June to delete references to "US 
imperialism" and "Chinese hegemon- 
ism” from its 1980 constitution. In | 
another overture to Peking, Hanoi has | 
aken measures to end its discri- 
inatory policies against the coun- 
trys, several hundred thousand ethnic 
Chinese. 

So far, China has been unimpressed 
with Hanoi's overtures, demanding that 
Vietnam. first withdraw its forces from 
‘Cambodia. Instead, Peking has turned 
o Hanoi’s Soviet ally for help in press- 
ing the Vietnamese to agree to a politi- 
«cal solution. 

Vietnam also launched new initia- 
fives towards the US. In September, 
Напої for the first time allowed Ameri- 
can military experts to look in rural 
Vietnam for villagers who might have | 
formation about some 1,800 US ser- 
imen missing in action (MIA) in the 
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| Mixed signals from Hanoi 


Economic weakness and political confidence behind overtures 


Vietnam War. On 3 November, Hanoi 
returned what were believed to be the 
remains of 21 Americans, bringing to 90 
the number of remains returned so far 
this year. 

Hanoi is seeking to improve its rela- 
tions with the US because Vietnamese 
officials believe this will prompt Wash- 
ington to stop blocking World Bank 
loans and UN aid to Vietnam as well as 
end American opposition to investment 
from Japan and Western Europe. 
Hanoi also believes diplomatic ties with 
the US would protect Vietnam from 
Chinese hegemony. 

But Vietnam's signals towards 
Washington, which says it will not nor- 
malise its diplomatic relations with 
Hanoi until Vietnam withdraws from 
Cambodia, are often contradictory. In 
August, Vietnam suspended its cooper- 
ation with the US on American MIAs, 
but changed to a highly receptive policy 
less than a month later. Such policy 
swings could result from differences 
within the leadership over how actively 
to court Washington. 

Closer to home, Vietnam has made 
new overtures towards its non-com- 
munist neighbours, another important 
focus of Hanoi's new foreign policy 
agenda. Thach has visited Bangkok 
three times this year — after an absence 
of three years — to discuss Cambodia. 
bilateral relations and economic ties. 

Vietnamese officials say Thach’s 


| willingness to talk to the Thais prior to 


the. July discussions оп Cambodia in 
Jakarta and again prior to the follow-up 
working group meeting in mid-October 
j 


NEPAL 


| Keeping rivals 


at bay 


The King drops 11 ministers 
in cabinet reshuffle 


By Kedar Man Singh in Kathmandu 

К Birendra carried out à major 
cabinet reshuffle at the recommen- 

dation of Prime Minister Marich Man 

Singh Shrestha on 31 October, dropping 

II ministers including five senior 


| cabinet ministers. Shrestha was aiming 


to isolate potential rivals and re-estab- 
lish his grip on the national parliament 
ahead of the May 1991 general election. 

One significant feature was the ap- 
pointment as industry minister of 














—— 
was a signal from Hanoi that the Viet- 
namese were willing to give Thailand a 
role in determining the future of Cam- 
bodia. 

Vietnam for the first time has begun | 
discussing the voluntary repatriation of | 
refugees from neighbouring countries, 
which are increasingly frustrated that 
large numbers of refugees continue flee- 
ing Vietnam 13 years after the com- 
munist victory. Vietnamese officials 
and their British counterparts repre- 
senting Hongkong agreed in October on 
terms for the voluntary repatriation of 
about 9,500 Vietnamese refugees ex- 
pected to be classified as “economic 
migrants" under Hongkong’s contro- 
versial sereening policy. Hanoi held 
similar discussions on repatriation with 
Malaysia in August and November. 

Напо also streamlined the proce- 
dures for the Orderly Departure Pro- 
gramme and increased the number of | 
Vietnamese allowed to migrate legally, 
including children fathered by Ameri- 
can soldiers, About 23,000 people, К 
most double the figure for 1987, are ex 
pected to migrate legally from Vietnam 
this year. Roughly two-thirds of these 


will resettle in the US. 
B ut whether Hanoi can break out of 
its international isolation depends 
to a large extent on what happens in 
Cambodia. Vietnamese officials have 
mounted a public relations campaign to 
convince the world that they are ending 
their military occupation. In July, Viet- 
nam for the first time discussed a dip- 
lomatic solution to the Cambodian con- 
flict with the four warring Cambodian 
factions and, in recent weeks, Vietnam- 
ese officials have repeated their pledge 
to withdraw 50,000 troops from Cam- 
bodia by the end of the year. | 
But so far Hanoi has given few signs 
of willingness to make major conces- 
sions. Vietnam has rejected calls that it 
talk directly to Cambodian resistance. 











Rabindra Nath Sharma, who served 
earlier in different capacities, including 
agriculture, water resources and home 
affairs. before a period outside govern- 
ment. Sharma is a veteran politician 
who was a strong contender for the post 
of prime minister when Shrestha was 
elected in 1986. However, his induction 
will not replace the experience lost by 


the exit of talented ministers like 
Pashupati Rana, Y. P. Pant and 


Balaram Ghartimagar, though his poli- 
tical acumen is likely to help the govern- 
ment to face its critics. 

Another noteworthy point was the 
retention of Foreign Minister Shai- 
lendra Kumar Upadhyaya as No. 2 
in the cabinet after Shrestha, and of 
Minister of State for Home Affairs 
Niranjan Thapa, in their respective 
posts. Sources said Shrestha wanted to 
drop Upadhyaya — a potential rival — 
but did not succeed because of Up- 
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leader Prince Norodom Sihanouk, and 
it has given no indication that it is ready 
to abandon what one writer dubbed its 
“Indochinese version of the Brezhnev 
doctrine,” in which Vietnam, Laos and 
Cambodia coordinate their defences, 
ideologies and economies in a similar 
way to the Soviet Union with its Eastern 
European allies. 

Vietnam ousted the Khmer Rouge 
from Phnom Penh in 1979 to end what it 
considered encirclement by China. For 
the past decade, Hanoi has tried to build 
a government in Cambodia, led by the 
Kampuchean People’s Revolutionary 
Party, which accepts Vietnamese domi- 
nance in the Indochina peninsula and 
will not allow Vietnam's enemies to use 
its territory against Vietnam. 

Defence Minister Gen. Le Duc Anh, 
who coordinated Vietnam's invasion of 
Cambodia and ranks fifth in the polit- 
buro, argued in the April issue of Com- 
munist Review that Vietnam must 
“closely coordinate with the Lao and 
Cambodian peoples to assure the sec- 

rity for each individual country and for 
ll the three countries of the Indochina 
peninsula.” 

Analysts say Hanoi seems to have 
decided to withdraw most of it troops 
and advisers in the belief that Phnom 
Penh’s army will not collapse when it is 
confronted alone by the Cambodian re- 
sistance forces, Even if Cambodian Pre- 
mier Hun Sen negotiates an agreement 
with Sihanouk under which the prince 
returns to Phnom Penh as president of a 
new coalition government, the Hanoi- 
backed Cambodian communist party is 
unlikely to give up its dominant political 
role. 

Vietnamese leaders and their Cam- 
bodian allies have offered to hold multi- 
party elections but they assume that the 
party, with its 10-year-old organisation, 
would face little threat of being de- 
feated by newly formed opposition par- 
ties. 






dhyaya's successful role in the South 
Asian Association for Regional Coop- 
eration (Saarc) and the UN, and also in 
view of the forthcoming Saarc summit. 
Thapa survived after coming under 


pressure to resign following the 
Dasharath Stadium football stampede 
incident in March which claimed 72 
lives, and the murder of an ex-member 
of the parliament, Karna Prasad 
Hyonju, near Kathmandu by a lynch 


mob which alleged he had unfairly distri- | 


buted relief materials to earthquake vic- 
tims last August. However, Thapa failed 
to be promoted to full ministerial rank. 
Another significant change in the 
cabinet is the handing over of the water 
resources portfolio to Hari Bahadur 
Basnyet, a Moscow-trained engineer 
whose promotion from communications 
is considered an attempt to please the 
Soviets and improve relations which 
have deteriorated іп recent years. J 
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PHILIPPINES 


Those in peril 





New maritime disaster underlines dangers of inter-island ferries 


By Rodney Tasker in Manila 
he second shipping disaster in 
Philippine inter-island waters in less 
than a year has highlighted the deplora- 
ble state of domestic maritime opera- 


| tions. And it is a situation which is un- 


likely to improve soon, despite official 
hand-wringing and calls for more effi- 
cient regulation of sea traffic. 

Government agencies, including the 
Philippine Coast Guard, Maritime In- 
dustry Authority (Marina) and Philip- 
pine Ports Authority. have been drawn 
into the controversy following the sink- 
ing on 24 October of the large ferry, the 
Dona Marilyn, in typhoon-tossed seas, 
with the loss of as many as 200 lives. But 
most shipping experts put the blame 
mainly on the ship's owner, Sulpicio 
Lines, and by inference other 
inter-island lines, which are ac- 
cused of putting profit before 
safety, 

Sulpicio was the owner of 
another ferry, the Dona Paz, 
which sank after colliding with 
an oil tanker in Philippine 
domestic waters in December 
1987. As is so often the case 
with Philippine ferries, the ves- 
sel carried way over its capacity 
of 1,200 passengers, and as 
many as 3,000 died in the 
tragedy — the worst peacetime 
sea disaster in living memory. 
An official inquiry into the 
tragedy кайн э exonerated 
the Dona Paz of responsibility 
for the disaster, saying the 
tanker caused the collision. 

The Marilyn was said by Sulpicio to 
have only 421 passengers on board, but 
shipping sources say that there were 
probably more than 500 on board. As 
official inquiries into the sinking con- 
tinued, President Corazon Aquino, act- 
ing on à recommendation of Marina 
through the Transport Department, or- 
dered the suspension of clearance of all 
of Sulpicio's 22 passenger and cargo 
vessels, pending their approval by 
Marina for seaworthiness, radio equip- 
ment and crew competence. 

According to beleaguered Marina 
administrator Philip Tuason, the check- 








ing of inter-island vessels would not stop | 


at Sulpicio, the Philippines’ largest 


| domestic line. "We will do this industry- 
| wide," he told the REVIEW. Marina is 


responsible for issuing franchises to 
shipowners for each vessel and each 
route, as well as setting charge rates. 
Maritime safety is in the hands of the 
woefully undermanned and poorly 
funded coast guard. 

The coast guard are also a unit of the 


| poen of the inter-island traffic to a 






| Philippine Navy, with officers only on 
temporary secondment to the service. 
As Tuason pointed out, some coast 
guard officers lack the necessary 
knowhow to carry out their duties effi- 
ciently. Their responsibilities include 
checking numbers of passengers board- 
ing ferries, but in effect this falls to the 
shipowners and their captains. Passen- 
ger traffic provides the bulk of inter-is- 
land lines’ revenue, so that shipowners 


| often turn a blind eye to overloading. 


Although international maritime 
standards are in force, implementing 
them fully would probably bring a large 


alt. 
A major problem is that most vessels 
























А survivor of MV Marilyn is helped by volunteers. 





plying routes among the islands are not 
only overloaded, but overaged. In Sul- 
picio Lines' case, according to sources, 
all vessels in its fleet were made in Japan 
with a normal effective life expectancy 
of five years, before refurbishing. But 
most of the line's ships have been in op- 
eration for as long as 20-30 years. "We 
| have a fleet of overaged vessels," 
Tuason admitted. “Аз a poor country, 
we have to make the most of what we 





have." 


Lack of available funds for agencies 
monitoring domestic shipping is exacer- 
| bated by corruption, involving shipow- 
ners paying off officials in charge of reg- 
ulating their movements. Only very few 
of the country's lighthouses are in 
operating condition, with reports of 
some lighthouse keepers selling the 
diesel fuel intended to keep their 
generators going. Even the lighthouse 
guarding a dangerous shoal at the entr- 
ance to Manila Bay has been out of ac- 





tion for more than a year since its light 
fell ош and has yet to be replaced. Е 
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THE 5TH COLUMN 


Simon Ip. | 








Legal skills cannot cross 
national boundaries 


Фед Hongkong Government intends 
to introduce legislation to allow for- 
eign law firms to practise Hongkong law 
by hiring local solicitors or taking them 
in as partners. This has sparked off a 
controversy between the legal profes- 
sion in Hongkong and some of the 
American law firms operating in the ter- 
ritory who petitioned for the change. It 
has also resulted in a confrontation be- 
tween the Hongkong Government and 
the legal profession of unprecedented 
proportions. 

А committee, appointed by the late 
governor, Sir Edward Youde. and 
chaired by the chief justice, had 
thoroughly discussed a proposal from 
the American law firm, Coudert 
Brothers, proposing that foreign law 
firms practising in Hongkong should be 
permitted to employ or to admit as 


American Bar finally took regarding 
legal practice in Japan and. after some 
very visible disputes with the Japanese 
Government, it was an approach that 
ultimately succeeded. 

"However, such a complaint against 
Hongkong will certainly damage the 
territory's reputation as a free trading 
area. United States-Hongkong trade 
tensions are already increasing over is- 
sues such as the dollar peg, the large 
trade surplus and Hongkong restric- 
tions on other US services [such as com- 
munication]. A public dispute of this na- 
ture might lead some in Washington to 
conclude that Hongkong is, after all, lit- 
tle different from Japan, Taiwan and 
South Korea." 

The existence of that petition was 
concealed from the Hongkong Law So- 
ciety until mid-May when a copy was 


was based on "firstly Hongkong's best 
interests, taking into account the need 
for high quality legal services commen- 


| surate with Hongkong's position as a 


major international centre of commerce 
and finance; and secondly, the basic 
philosophy of government of promoting 
free competition in services in the same 
way as any other areas of trade." 

Did the quality of legal services de- 
teriorate to such an extent between Jan- 
uary and August this year that the gov- 
ernment had to reverse its position? 
Was the basic philosophy of the govern- 
ment discovered between January and 
August? 

Regarding the first question, the at- 
torney-general confirmed in writing to 
the Law Society that no suggestion was 
made that currently available legal ser- 
vices were lacking in quality. It would 
have been surprising had he said other- 
wise for Hongkong has 26 foreign law 
firms, 23 English firms and more the 
300 local firms. 

Hongkong has developed over the 
past 20 years into a major international 
centre of commerce and finance 





partners qualified solicit- 
ors who may practise in the 
names of the foreign law 
firms. 

The committee came to the 
following conclusions: 
» Foreign lawyers perform 
"a very valuable service for 
Hongkong. making available to 
its businessmen specialist ad- 
vice about the law in force 
in those foreign countries 
which are our main custom- 
ers." 
» "Foreign law firms should 
not be permitted to employ 
Hongkong solicitors since this 
would necessarily involve per- 
mitting foreign law firms to ad- 
vise on Hongkong as well as on 


ша 
Hongkong Supreme Court: keeping foreign lawyers out. 





TR — 


— notwithstanding that foreign 
law firms could not practise 
Hongkong law. It would be 
ludicrous to suggest that Hong- 
kong would jeopardise that 
status or that foreign invest- 
ments would decrease just be- 
cause foreign lawyers were not 
granted the right to practise 
Hongkong law. 


he second reason given by 

the government is palpably 
wrong in that it equates legal 
services with trade. Legal ser- 
vices are different from other 
services, Take medicine, for 
example. While the law differs 
from country to country, the 








foreign laws." 
» "To permit this would inevitably 
tempt a foreign law firm to deal with 
domestic work which Hongkong firms 
are better equipped to handle." 

This was the unanimous recommen- 
dation of a high-level government com- 
mittee in which the government's chief 


legal adviser, the attorney-general, was | 


represented. 

During the month in which the com- 
mittee submitted its report, seven 
American law firms out of 14 with 

offices in Hongkong wrote to the gov- 
ernment proposing what Coudert 
Brothers had proposed to the commit- 
tee. While the demands were the same, 
this time they were accompanied by 
threats. 

“It would be unfortunate," the 
American petition said, "if American 
law firms were left with no alternative 
but to file a formal trade action in Wash- 
ington. That was the approach the 


sent to it with a request for a response 
within one month. The Law Society re- 
sponded by repeating the objections it 


had submitted to the chief justice's com- | 


mittee and which the committee had ac- 
cepted. All reasons for objecting were 
based on public-interest grounds. 

In August, ina reversal of the recom- 
mendation of his predecessor, a new at- 
torney-general wrote to the Law Society 
saying that foreign law firms should be 
permitted to employ or take into 
partnership local solicitors to enable 
those firms to carry out a practice in- 
volving Hongkong law. 

What happened to make the govern- 
ment reverse its position? 


m 


Simon Ip is president of the Hongkong 
Law Society. 








The government says the decision | 


= human anatomy is the sam 

Legal skills, therefore, are not transfe. 
able in the same way as other skills. 
Even if services in general are to be 
equated with trade, legal services are 
unique and must be dealt with dif- 
ferently. 

As the Marre Report in Britain con- 
cluded recently: "Because lawyers have 
overriding duties to the rule of law — to 
their clients and to the court — commer- 
cial considerations cannot be para- 
mount when considering the future sup- 
ply of legal services." 

The second reason also ignores the 
fact that in the public interest the quality 
of professional services is not to be 
achieved by the promotion of free com- 
petition by those who do not have the 
required qualifications, so much as by 
proper academic study and training and 
well regulated professions. The govern- 
ment's proposals are, therefore, poorly 


conceived and not thought through. 
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The Hongkong legal system, for his- 
torical reasons is closely related to that 
of Britain and countries of the Com- 
monwealth. Even so, lawyers qualified 
in one Commonwealth country are usu- 
ally not qualified to practise in another. 
Other countries, such as France. are 
part of the continental system, where 
similarities with the Hongkong system 
are fewer. And the socialist countries. 
notably China, have a legal culture 
which is totally different from that of 
Hongkong. 

The Hongkong Government's pro- 
posals do not take into account differ- 
ences in social. cultural. economic, poli- 
tical and linguistic background. It sim- 
ply referred to "foreign law firms" as 
though there is no significance to 
whether a firm is from East or West 
Germany, from Israel or Iran. Under 
the proposal, any foreign law firm can 
practise. Hongkong law through the 
expedient of employing or admitting to 
partnership a Hongkong solicitor, pro- 
vided it can establish a substantial inter- 

"tional reputation. 

It is hard to follow the threats made 
by the American law firms to issue a 
trade action against Hongkong in Wash- 
ington. Hongkong opened its door to 
foreign lawyers in 1972, long before any 
state in the US did so. Even now, all but 








‹ Apparently knowing the 


weakness of their case, the 
American firms resorted to 
intimidation. They threatened to 
blacken Hongkong's name in 
Washington unless they could get 
their way. 








а few states do not allow any foreign 
lawyers to practise. Of the few that do, 
all except one did so only as recently as 
1986 and 1987. 
The US does not offer to Hongkong 
any country what the American firms 
mand of Hongkong. If anything, it 
would seem likely that Hongkong has a 
strong case against the Americans. Be- 
sides, there is a world of difference be- 
tween the theoretical right to engage in 
ractice as a foreign lawyer in New 
‘ork and the practical reality of so 
doing given strict immigration controls 
in the US which do not apply in Hong- 
kong against our foreign counterparts. | 
As to the so-called concessions the 
US wrested from Japan last year, they 
are less than what Hongkong has freely 
offered since 1972. In Japan. a foreign | 
lawyer who gives an expert opinion in | 
writing concerning the interpretation or 
applicability of any Japanese law or un- 
dertakes other specified work in rela- 
tion to court proceedings is liable 








to two years’ imprisonment with la- 
bour or a fine of up to Y1 million 
(US$8,000). A foreign lawyer cannot 
employ, enter into partnership or 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. 
AND THERE NEVER WILL BE. 





"The moon phase calender" 





1735s 


BLANCPAIN 





There is still no Blancpain "collection" as 
such. The same case houses each of the 
Six "masterpieces" of the art of watch- 
making developed by Blancpain. 





4^ 4 Each watch is assembled, polished and 
= 8 finished by hand by the individual watch- 
3 = 2 maker. 
= NE Only about a dozen watches, each indi- 
== E vidually signed and numbered, daily 
==. f leave the workshops of Blancpain — the 
=o z T oldest watch name not only in Switzer 
255 5 land, but also in the world. 
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share his fees with a Japanese lawyer. 

Apparently knowing the weakness 
of their case here, the American firms 
resorted to intimidation, They 
threatened to blacken Hongkong's 
name in Washington unless they could 
get their way. That is political 
blackmail, pure and simple. Their 
threats having apparently succeeded, | 
do wonder who else will use such threats 
in future, for what purpose and with 
what prospects of success? 

The present law is that nobody can 
practise Hongkong law, directly or indi- 
rectly, unless he is qualified to do so. 
The attorney-general himself has said 
"it cannot be right in principle for 
lawyers who are not qualified in our sys- 
tem of law to be permitted to advise on 
and practise Hongkong law.” 

ere are also practical reasons for 
opposing the proposal. One is that legal 
costs are bound to go up. The American 
firms will have to offer much higher 
salaries to solicitors to lure them away 
from their current jobs. Ultimately, the 
consumer will have to pay. 


nd the increase in solicitors’ income 

will directly affect the govern- 
ment’s plans for localisation of the 
Legal Department. Clearly, as salaries 
in the private sector go up. the incentive 
for local lawyers to leave the Legal De- 
partment will be greater. This in turn 
may slow down the government's entire 
legislative programme, since it is now 
committed to the principle of all pri- 
mary legislation being drafted in both 
English and Chinese. An exodus of 
local bilingual lawyers from the Legal 
Department will lead to a log jam in the 
drafting of legislation. 

The departure of local lawyers from 
the Legal Department will also retard 
progress in the chief justice's recom- 
mendations on the increased use of 
Chinese in the courts, a laudable and 
desirable objective for post-1997, when 
Hongkong becomes a special adminis- 
trative region of China. 

What Hongkong needs now more 
than ever before is a strong bilingual 
legal profession firmly rooted in Hong- 
kong. The government's proposal will 
undermine the legal profession's efforts 
and its own plans for the Legal Depart- 
ment as it may precipitate a “brain 
drain" of lawyers and discourage new 
entrants to the profession. 

The way this decision was made 
throws doubt on the long-standing pol- 
icy of government by consultation and 
consensus. It puts into question the use- 
fulness of the entire system of advisory 
boards and committees. The govern- 
ment did not even bother to consult the 
Hongkong bar or the new chief justice, 
whose predecessor chaired the commit- 
tee that rejected the American lawyers’ 
demands. It gave way to seven Ameri- 
can law firms against the objections of 
the entire legal profession and its own 
high-level committee. п 
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NEW ZEALAND 


Cabinet convulsions 


Lange sacks minister in row over asset sales 


By Colin James in Wellington 


he abrupt sacking of state-owned 

enterprises minister Richard Preb- 
ble by Prime Minister David Lange has 
thrown New Zealand politics into tur- 
moil and shaken business confidence 
just as it was beginning to rebuild after a 
sharp recession in the first nine months 
of the year. 

The surface cause of the sacking was 
a disagreement over the procedures to 
be followed in the planned sale of about 
№782 billion (US$1.24 billion) of state 
assets in the year to 31 March to bridge 
the budget deficit (forecast at NZS1.3 
billion) and repay some foreign debt. 
But the more important reason behind 
Prebble's removal lies in fundamental 
cabinet differences over Finance Minis- 
ter Roger Douglas’ market-led eco- 
nomic reforms. which the axed minister 
supported. 

Prebble had argued that the respon- 
sibility for the assets sale lay with him, 


after groundwork by appropriate gov- | 


ernment departments. Lange wanted a 
state agency formed to do the 
groundwork and a cabinet committee to 
make the final decision. In addition, 
Lange wanted Prebble to abide by a 
compromise formula worked out at the 
recent conference of the ruling Labour 
Party under which the party was to be 
consulted on government actions it felt 
went against party policy. While Preb- 
ble had agreed to the consultation pro- 
cess at the conference, he told Labour 
MPs at a meeting on 3 November that 
he would not do so in the case of the 
pending sale of part or all of Air New 
Zealand (ANZ). 








Prebble refused to accede to Lange’s | 


4 November demand that he endorse 
Lange’s proposal — which had not been 


accepted by the cabinet on 31 October | 


and had been set down for further dis- 
cussion on 7 November, with the expec- 
tation that it would be substantially 
amended — or to operate the consulta- 
tive process. Lange then removed Preb- 
ble from the state-owned enterprise 
portfolio but left him his South Pacific 
affairs portfolio. 

Prebble responded by calling Lange 
"irrational" and “dictatorial” in a TV in- 
terview on 4 November and called 
Lange's proposals "unconstitutional." 
Lange removed him from the cabinet 
the next day. On 7 November he re- 
placed him with the Minister of Labour 
and State Services, Stan Rodger. 

Rodger is a hard-nosed minister 
who has carried through major reforms 
in labour relations and the state sector. 
He is likely to be equally firm in carry- 
ing through the state asset sales, de- 





spite strong opposition from the grass- 
roots Labour Party to the sale of 
the two prime candidates for this 
year. ANZ (wholly _ state-owned) 
and the Bank of New Zealand (15% 
state-owned after a public float in 
1987). 

But Rodger is not as committed às 
Prebble to the Douglas’ economic re- 
forms and the move was viewed by busi- 
ness and the financial markets аз а 
further erosion of the finance minister's 
position, already slightly weakened by a 
reshuffle in September under which two 
deputy ministers were appointed. That 
view underscores the more important 
reason for Prebble's removal: Lange's 
growing worries about the social fall 
from the economic programme а 
about Douglas’ attempts to apply some 
market discipline to social services. 

Other minis- 
ters, sympathetic 
to Lange's eco- 
nomic doubts 
were nonetheless 
critical of the 
way Lange sack- 
ed Prebble but 
none moved to 
challenge his au- 
thority. How- 
ever, serious ten- 
sion remains 
within the 
cabinet. So far, 
on issues of sub- 
stance, the 
Douglas line has 
prevailed, most 
recently when it 
was decided to reopen bids for ANZ 
allow the sale of more than the 25 
originally proposed. The government 
now is prepared to sell up to 100% of 
the airline, worth around US$1 billion, 
provided majority control stays in New 
Zealand hands. 

However, there are now question- 
marks over whether Douglas will be 
able to keep intact his tight fiscal policy 
— low taxes and heavy pressure on de- 
partments for more efficiency. For this 
fiscal year, which ends on 31 March 
that seems assured. But for the next 
one, which begins on 1 July 1989 after 
a three-month intervening period to 
shift the balance date to 30 June, the 
outcome is not clear. And the gov- 
ernment — which has been trailing the 
Opposition National Party by about 
10% in recent polls — needs both poli- 
tical stability and economic recovery to 
have any chance of a third term in the 
election due by October 1990. п 








17 NOVEMBER 1988 ө FAR EASTERN ECONOMIC REVIEW 


x PV 





When the аер 


You know that foreign exchange rates аге 
notoriously fickle. And can turn profit into 
loss overnight. 

Yet to hedge fully is not necessarily the 
right solution. Whichever way you turn theres 
risk involved. 

Thus it makes sense to turn to NatWest. 
Because Risk Management is our business. 

And this is how it can work for yours. 

We'll assign you an Account Executive. 
He'll help you draw up a strategy tailor-made 
to your needs. 

To stabilise the exchange risk he'll propose 
an imaginative financial package. 

His hedging vehicle could involve the use 
of currency baskets. 

He can provide options against an abrupt 
reversal of your projections or an aborted 
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has made a profit, how 
does the Corporate Treasurer explain a loss? 


overseas contract. 

With Forward Exchange Facilities he can 
cover you against long term risk 

Few banks, if апу, can deal from such à 
position of strength. 
rated 


But then, it does help to be AAA 


US $160 billion and 


have an asset base of over 
a network dealing in the key financial centres 
of the world. 

Discover how Risk Management can help 
put your mind at rest. Call National Westminster 
Bank PLC. Roger Lacey, 23rd Floo: | Exchange 
Square, 8 Connaught Place, Hong Kong Tele 
phone 852 5-247071. Or Mike Brigden, Chie 
Manager, 5th Floor Shell Tower, 50 R 


Place, Singapore 0104. Telephone 65 2: 


Risk Management by NatWest «d 
The Action Bank 





THE FINE ART OF FLYING 


by Monory. 





"F-BVEA'. For the French artist, Monory, travel has always held a sense of magic. When 
we asked him to interpret our new concept, The Fine Art of Flying, he was fascinated by 
our Concorde. For him it remains the perfect silhouette of man’s travel fantasies. If travel 
no longer holds magic for you — perhaps it’s time to start flying with Air France. 





THE FINE ART 
Mh OF FLYING 





Theres no cognac more rare and precious 
than Camus Extra. In recognition of its exceptional 
quality, smooth and mellow taste, and fine bouquet, 
Camus Extra was voted the best cognac in the world at 
the 1987 International Wine and Spirit Competition. 


Thy ҮР coenar in the world, 
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€ CHINESE compatriots, from Hong- 
kong and (more evidently this year) from 
Taiwan, have been crowding to the Ex- 
port Commodities Fair being held in 
Canton. Some of the publicity material 
being distributed to potential buyers is 
truly colourful. One brochure, handed 
to Russell Flannery, promotes the curi- 
ously named Beijing Longyi Industry 
Liabilities Co. Ltd, which introduces in- 


vestments and imports technology via its | 


contacts with Overseas Chinese com- 
patriots in Hongkong. Macau and Tai- 
wan thus contributing for the peace 
reunification of the motherland. 

At the same time, it also provides va- 
rious trade advices and crosswise con- 
tacts, serve the socialist construction. 
The company had better get it right 

olitically for the brochure reveals that 


it is a enterprise proposed and colected | 
capital by the members of Democratic | 


Party. 

The same brochure features the Bo 

ai Paper Making company which de- 

scribes its activities in pup prose: 

Our company is initiate of that to bo 
responsible to whole work of buildding 
paper plant. 

The company there are 26 year's his- 
tory of built and remoulded about 30 


plant and it has more 150 technigue hard | 


core. extraordinary there are 27 high 
stage engineers among them. 


The company have tremendous force | 


technigue advanced technology. and 

rich experience for build Paper plant. 
The patent — harizantal multi — 

Fourdriner Paper machine and Fiber 


disturbing former in Paper machine in- | 


vented by manager concnrrently chiep 
engineer song Da Xing have obtain ap- 
prove from the patent office. Now the in- 
vetion is being manufactured in wuhan 
light industry making factory and will 
Predetermine put the invention into pro- 
duction in Hebei province shijia Zhwang 
"а Ming Paper making Plant at October 
188. Building factory guick. invetment 
few. produet fine redeem time of invest- 
ment are shot. so our compauy get good 
evaluate from broad employ Plant There 
fore Came here bor talk over the build 
factory is Ceaseiessly. 
Not a cheep is expected out of the 
cheap engineer if the investment is shot, 
despite the 150 technigue hard core. 


annery stayed at the Guangdong | 


Victory hotel, where he was given à 
room card reading: 


Please deposit your valuables in 
the management, —— 


€ MANY visitors to China are amused 
by the various Captain Queeg-type balls 
on sale, designed to be rolled around in 
the hand for relaxation and many other 
benefits. One brand from Shanxi, a 
sample of which was presented to Peter 
Deneen, claims that the rolling acts on 
the hand much as acupuncture or 





healthy brain and prevent the hand from 
numbing and vibrating, high blood pres- 
sure, cerebral haemorrhage etc. It can 
make you relaxed and happy and has the 
function of prolonging your life. 

The user is instructed: Put two balls 
in the palm and roll them as you please 
by the aid of five fingers to make the 


tised, you can roll three or four balls at 
the same time and change them from one 
hand to another. 

This particular brand of balls, Shi- 





thoughout. The palm will feel gentle as it 
is put in. Its outward appearance is so 
elegant and simple and unsophisticated, 
the elabrated ball is a wounderful work- 
manship and exquisite. It is not only the 
sports apparatus but also the pretty 
| works of the art. 

The blurb writer adds an enigmatic 
recommendation: In the ancient time, it 
used to be ground into twisting wallet. It 
is worm in winter, cold in summer, 


found favour with women. The writer 
does not explain why women especially 
like winter worms. 

€ MANY of China's older hotels suf- 
{ет from having been designed or built 
by the Russians, during the period о! 
Sino-Soviet friendship. These are large, 
mausoleum-like structures built in the 





smooth, rather pretty and especially | 


moxibustion, and can also refresh, keep | 


hand joints in moving. After being prac- | 


Lou, is made from marble cut from the | 
local mountain: It is solid and carefully | 


| socialist-realism, Stalinist style and usu- | 


ally the plumbing does not work. When 





the taps can be turned on they usually 
flood the bathroom. For historical 


reasons, such establishments are often 
called Friendship Hotels 

The one in Luoyang is better than 
most, but according to the packet con- 
taining the guest's cake of soap, the 
spelling 


hotel has difficulty in out 


the name: 





@ THE worker who put up the sign at 
| the Guangzhou Garden Display Centre 
could well have been educated during 
the period of Sino-Soviet friendship. It 
was photographed by Chun-kay Lau, 
who has noticed that it has since been 
corrected: 











souvenir railway platform ticket which looks like this: 





BR 4405/4 | 







BRITISH RAILWAYS BOARD (M) 
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The name in Welsh (supposed to be 
the world's longest place-name) means 
"Mary's Church by the white hazel 
pool. near the fierce whirlpool, with the 
Church of Tysilio by the red cave.” 





A visitor to Shanghai recently photo- 


| graphed the notice outside the recep- 


XB ESSA 


Hundred 
was 


tion room of the Big One 
Shanghai Service Co., and 
| minded of the Welsh village 
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In the world of jet pilot training, economy 
is an uncomfortable partner. Jet training at 
a realistic cost requires forethought and 
attention to detail. 
Siai Marchetti – a company of Gruppo 
Agusta — has designed 5 211 to get the 
best out of jet pilot training. 
A true jet, with a pressurized cockpit and 
0-0 type ejection seats, the S211’s perform- 
ance, flying characteristics and systems 
іме it important advantages over older 
rainers at an operating cost comparable 
to that of much more limited turboprop air- 
craft. Economies which are echoed in de- 
sign and construction, logistical support 
and maintenance, without compromising 
aircraft performance and capability. 
The armed version of the S 211 is a very 
effective weapons trainer and equally use- 
ful for close air support missions for natio- 
nal defence. Is it any wonder then that Siai 
Marchetti S 211 is "i of meeting the 
training standards of the most exacting 
teachers in almost any situation. 
In the world of airplanes, helicopters and 
aerospace systems Gruppo Agusta provi- 
des the power to evolve. 


























SCULPTURE 


Critics now chip away at 
China's concrete eyesores 


By Geremie Barmé in Canberra 
Dum his three-week Australian 
tour in August, Fang Lizhi, China's 
most famous dissident, entertained 
packed lecture halls with a combination 
of a one-man comedy act and pro- 
democracy rally. His "show" consisted 
of over 50 "family photographs" — 
slides of everything from his visits to 
Chinese universities in late 1986 (“Here 
I am at Tongji University ‘inciting’ the 
students," he chortled) to his participa- 
tion in political "lawn salons" in May 
("Peking University has some of the 
best lawns in China"). 

One of the most intriguing series of 
slides, however, consisted of snaps 
taken by Li Shuxian, Fang's wife and a 
lecturer in physics, of the hasty removal 
of two statues of former Chinese leader 
Mao Zedong from the Peking Univer- 
sity campus in early May. "Here is Mao 
getting his marching orders," Fang 
quipped as he screened pictures of 
Mao's massive statue in front of the uni- 
versity library being covered by scaf- 
folding and tarpaulin. Then. Fang 


PHILIPPINES 


explained, the statue was destroyed 
"with miniature explosives: they say the 
only thing that could break up the 
special military-grade cement they used 
to make him." 

The statues’ removal — which some 
think was a sop to disgruntled students 
— made international headlines. For 
the "Great Helmsman" to be removed 
from China's most prestigious institute 
of learning hinted symbolically at a new 
phase of de-Maoification. In ап Oc- 
tober issue of Beijing Review, the 
weathervane of official opinion, there 
were even hints that the Mao mummy in 
Tiananmen Square may be cremated in 
keeping with his earlier wishes. 

Yet Mao still occupies central place 
in a number of cities. No one who has vi- 


sited Shenyang, the industrially blight- | 


ed capital of Liaoning in the northeast, 


could have missed the absurd, choco- | 


late-coloured, hand-waving Mao in the 
main square of the city. Red Guards, 
soldiers and revolutionary workers and 
peasants swarm around a pair of gargan- 


Looking for that elusive 
‘culture,’ in a cafe 


By Teresa Albor in Manila 
t the Penguin Gallery and Cafe, lo- 
cated slightly off Remedios Circle 

in Manila’s Ermita district, the strains of 

Tracy Chapman, Bob Marley and 

Sakamoto are kept low enough 

to allow for conversation. 

In a corner, a group of artists 
and writers huddle to discuss 
serious subjects, all in the name 
of "culture." 

“I do not like the Filipinisa- 
tion thing." says Alfred Yuson, 
a poet and novelist. "Just 
another bromide, like demo- 
cratisation." His comment sparks 
off another discussion of the sea- 
son's most popular topic: the 
controversial issue of legis- 
lation and definition of the elu- 
sive notion of "Filipino cul- 
ture." 

Verbal heroics on this issue 
have been spurred by the 1986 





people's revolution. Questions like 
"Who is the Filipino? What is his value 
system? What is his legitimate history?" 
have been at the centre of the debate 








54 


| tuan feet, and, this vision of Mao in 

fudge bears the mellifluous title "Long 
Live the Victory of the Great Proleta- 
rian Cultural Revolution." 

The citizens of Chengdu in Sichuan, 
| meanwhile, still complain of the cement 
| figure of Mao that overlooks the city’s 
| main boulevard where the famous tem- 

ple of the city’s god once stood. And, a 
much-weathered Mao still greets vis- 
itors to Shanghai's Fudan University. 

Massive Maos are not the only 
sculptural eyesores in Chinese cities. 
For more than two years an often furi- 
ous debate has raged over the state of 
Chinese urban sculpture. 





his all began in late 1986 when a 

young sculptor writing under the 
pseudonym Wu Gan published an arti- 
cle describing a crisis in the plastic arts. 
He was taking the lead from Li 
Xiaoshan, an art student who caused a 
national furore in 1985-86 when, in 
series of articles, he declared tha 
Chinese painting was dead, fit only for 
the museums. Both Li's and Wu Gan's 
comments were published in the weekly 
tabloid Fine Arts in China (Zhongguo 
Meishubao), until recently the most 
outspoken arts publication in China. 

Wu Gan declared that low grade, un- 
inspired and tasteless sculpture was not 
only a blemish on the face of Chinese so- 
cialism but also a permanent defilement 
of the environment. Urban authorities 


among intellectuals including those re- 
jecting the country’s eclectic influences: 
whether US, Spanish. Japanese or 
others. For them, culture is a largely 
invented phenomenon. 

But what has confused the issue is 
the injection of a new-found 
nationalism which manifests itself in 
questions like: "Where were you durine 
the vears of the [former president Fe 

| dinand] Marcos dictatorship?” Those 
who were abroad — and, many artists 
were — are accused of running away, 

| while those who remained home are 

suspected of caving in. 

“After 14 years of the 
‘Imelda cult.” artists wondered 
what the Cory [President Cora- 
zon Aquino] government would 
bring." says Doreen Fernandez, 
author of 7he Paths of Policy: 
Art and Culture in the Aquino 
Government. She points to the 
high-profile and impetuous 
role Imelda Marcos played in 
the art world prior to the revolu- 
tion, a role characterised by 
favouritism, reckless projects 
and a lack of policy, direction or 
balance, which left the artistic 
community awash with the 
banal. 

Yet, the so-called artistic re- 
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and organisations continue to squander 
untold amounts of money on monu- 
ments to vulgarity "which are erected at 
a fearful pace, offending everyone's 


snsibilities, polluting the environment | 


nd defacing the cultural mien of our 
poopie and nation,” he said. 
at is it about sturdy socialist pub- 
lic art that Wu Gan should feel moved to 
uttering such acrimonious condemna- 
tion? It is easy to see how that squat 
hallic Monument to the People’s 
eroes standing in the centre of Tianan- 
men Square has irrevocably disrupted 
the fengshui (Chinese geomancy for 
good fortune) of old Peking. Then there 
are such things like the statue of the 
Song hero Yue Fei in his temple by the 


naissance of the post-Imelda era has 
been slow and fuzzy. “1 had expected 
more activity,” says Nicanor Tiongson, 
once an outspoken theatre professor 
and the leader of an artists’ boycott of 
the Cultural Centre of the Philippines 
during the Marcos era. He is now the ar- 
tistic director of the Cultural Centre 

hich was started by Mrs Marcos, 

arking one of those turnabouts of 
which revolutions are made. 


embers of the legislature have also 
become embroiled in questions of 
culture, presenting competing bills 
which attempt to provide laws and 
guidelines for the development of cul- 
tural policies. Sen. Heherson Alvarez, 
who was first to present such a bill in 
congress, says: “I wanted to provoke in- 
terest in culture through the introduc- 
tion of a bill. But instead of interest, 1 
rovoked suspicion." Several months 
ater, Sen. Leticia Ramos Shahani came 
up with another bill. 

While controversies surrounding the 
two proposals have grabbed headlines, 
it is somewhat difficult to figure out 
what all the fuss is about. The bills are 
not all that different. Both claim to be 
supported by real artists and propose 
the formation of a National Endowment 
Fund for Culture and the Arts bankroll- 


Mao’s statue at Peking University: now you see it, now you don't. 








West Lake in Hangzhou. which like | urban sculpture, 


all national heroes looks like some- 
thing between a Laughing Buddha and 
Mao. 

Wu Gan called these cement eye- 
sores "the product of artistic standards 
that are mired in the 1920s and 19305, 
enlivened only by a vision that sculpture 
must serve politics which our leftist 
Soviet-trained art students brought 
back in the 50s.” 

He condemned their style as “stuffy 
European academism that is completely 
oblivious to the possibilities of the art 
and insensitive to the environment, and 
which vainly tries to find some artistic 
inspiration іп traditional Chinese 
forms." The original Chinese forms of 


ed by the public and private sectors. 
They both also retain the so far 
lacklustre Presidential Commission on 
Culture and the Arts instituted in 1986 
as a response to a proposal by an al- 
liance of artists for a new. separate 
Ministry of Culture. (Culture and the 
arts аге to date subsumed under the 
Ministry of Education and Sports.) 

The major difference is how far each 
proposed body deviates from existing 
formal and informal power structures 
and how or who will have control over 
budgets. From all indications, Shahani's 
bill sticks more closely to the status quo, 
whereas Alvarez’ is seen as proposing 
changes in the control of arts. 

Although a cursory reading of the 
bills will not reveal this, the Cultural 
Centre of the Philippines, having re- 
cently undergone a self-inflicted cleans- 
ing and restructuring campaign, has 
been mimeographing background 
material in support of Shahani's pro- 
posal — apparently sensing they have à 
lot to lose should Alvarez get his way. 

"We just want to make sure decisions 
and policies are made in a democratic 
way." said Tiongson. "In the past, cer- 
tain groups cornered the market and 
kept everybody else out — we do not 
want that to happen again." 

Observers believe that the bill sub- 














the hundreds of 
memorial archways that once decorated 
Peking, and the walls and gates of the 
ancient city, were destroyed by the com- 
munist government long ago. 

Things have not improved in the 


| post-Mao era since, according to Wu 


Gan, the artistic committees in charge of 
allocating funds for sculptures are little 
more than “clubs for the mediocre,” ap- 
proving only their own designs or those 


| of their students or client organisations. 


The result is that “the more important 
or beautiful the place, the greater the 
possibility that it will be destroyed by a 
shoddy piece of sculpture.” 

Shortly after this in October 1986, 
Liu Xiaochun, an editor of Fine Arts in 


mitted by Alvarez, whose wife is @ 
theatre artist and who was living in self- 
exile in New York through most of the 
Marcos years, is based on mistrust of 
existing cultural institutions. But he re- 
torts: “I am willing to compromise." 
The bills are currently assigned to а 
senate technical committee with a man- 
date to find a consensus. Two hearings 


were held in August, but not much has | 


happened since. The continuing debate 
on the bills, however. presents an anal- 
ogy of the state of culture and the arts in 
the Philippines. 

No one seems to agree on the distine- 
tions of Philippine culture — an appar- 
ent prerequisite to preserving it. Even 
artists at the Penguin. for instance. can 
agree on only one thing — the fact that 
they are not happy with Aquino's sup- 
port for the arts, acknowledged by her 
administration as a low priority in 1986. 

“I regret I am not seen often enough 
attending cultural events," said Aquino 
at a recent event during which she con- 
ferred the title of “national artist" on ac- 
tress Atang de la Rama. “It is not that 
the new government does not concern 
itself with art and culture. Culture and 
the arts certainly have a place in our new 
climate of social and political freedom.” 
However. Aquino did not describe what 
kind of place. 
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Супа; who holds an academic degree, 
"took Wu Gan to task for his extremism 

in what looked like an attempt to shield 
"his own journal from criticism. While 
agreeing with much of what Wu had 
said, Liu wrote an article which em- 
| phasised that China was culturally 
"handicapped: "We are stuck at the bot- 

tom of a valley created by two towering 

mountains: on one side, we have the 


: pean and American culture." To get out 


long haul. 


. cashiered from his job with the prestigi- 


s promoting abstract art. 

Li rejected Liu's optimistic view that 
sculpture would improve when vulgar 
and rich amateurs were replaced by 
new, trained art "experts" ae. 
“Art today still serves the central theme 

`. of politics,” he claimed, "and while this 
‘basic aesthetic construct remains un- 
changed no matter how free an artist 
тау think he is, in the end he is nothing 
.. more than a handmaiden to politics." 

à For the rest of the year, Fine Arts in 
China hosted a heated debate on the 
subject, but the anti-bourgeois liberali- 
sation campaign of early 1987 forced it 
out of the pages for some months. 








hen in July 1987, the winners of the 
first national Chinese urban 
lı sculpture awards were announced, re- 
?viving the earlier discussions. The 
award-giving had been instigated by the 
* then premier Zhao Ziyang (now general 
secretary of the party) in 1986, and a 
committee composed of the most pre- 
stigious and powerful sculptors and arts 
bureaucrats was appointed to judge 
1. works from 1949 up to the present. 
3 The results, considering how such 
| things are usually done in China, were 





unremarkable. Of the 2,000 sculptures 
under consideration, the judges saw fit 
“to award nine of the first category prizes 
(gold trophies and an undisclosed sum 
of-money) to their own work. The 
majority of the other awards went to the 
bureaucrats in charge of designing, ap- 
proving and erecting the sculptures Wu 
Gan had been fulminating about. 
555. Young sculptors — people who have 
been battling to get their semi-abstract 
_works into the public parks and onto the 
















ormer students of the judges, middle- 
‘aged state artists, were recognised. 
~The winning works included cement 
olossi of political leaders Zhou Enlai, 
"Liu Shaoqi, and the stout but famous 
figure of Song Qingling (Madame Sun 





ous magazine Art (Meishu) in 1983 for | 


yedestals of urban malls for years — | 
меге ignored, while a number of the | 








реак of traditional Chinese culture, on | 
the other, the peak of modern Euro- | 


of this cultural gorge was going to be a | 
| wrote a satirical attack on the awards 
Liu's temperate arguments did little | 
До stem the discussion, and one of his | 
‘fellow editors, Li Xianting, the man | 
= who published Wu Gan's article in the | 

first place, replied under the pen-name | 

Hu Chun. Li is one of the most uncom- | 

; promising art critics in China, who was | 
| going to sue both Mu Mu and Fine Arts 


| 
| 
| 
| 
| 
| 


Yat-sen), as well as the statue of the 


writer Lu Xun which stands above his |^. 


grave in Hongkou Park in Shanghai. 


Cynics thought nothing more of this |, 


flagrant example of cronyism and self- | 
congratulation. However, the sculptor 
who had written under the name Wu 
Gan, emboldened by the devastating 
attacks such independent cultural critics 
as Liu Xiaobo, Zhu Dake and Li 
Xiaoshan have made on literature, film 
and art since 1985, took it upon himself 





to question the authorities. This time, | 


Wu Gan called himself Mu Mu and 
entitled "Presenting Awards or Sharing 
the Spoils?" which appeared in Fine 
Arts in China in late December 1987. 

In January this year it was rumoured 


that Liu Kaiqu, the head of the Chinese |: 


Art Gallery and chairman of the Urban | 
Sculpture Awards Committee, was | 


in China for libel (REVIEW, 24 Mar.). 

In what certainly looked like a con- 
firmation of these rumours, a short 
editor’s note on the front page of the | 
February issue of the weekly informed 
readers that Mu Mu “had cast artistic 
questions to the wind and involved him- 
self in problems of personalities.” 

In an attempt to forestall any further 
action on the part of the art bureaucrats, 
the writer said: “The style of discussion 
[represented by Mu Mul is of absolutely 
no benefit to the enhancement of 
sculpture or to open academic debate, 
and cannot be encouraged.” 

The generally idiosyncratic editorial 
policy of Fine Arts in China had made it 
a subject of constant threats of closure 
by the Ministry of Culture since its 
founding three years ago. But after the 
sculpture debate and impending court 
action, its editors have been pursuing 
more cautious and lacklustre goals. 

Just when this middle-of-the-road 
approach seemed to have assured the 
journal a respite from attack, the fiery 
young sculpture critic returned from an 
overseas trip in late October, thus set- 
ting the wheels of Chinese law in motion 
once more. 

Apparently unaware of the renewed 
court action, Liu Xiaochun published a 
scathing attack on the Monument to the 
People's Heroes in the latest issue of the 
journal — not only a symbol of all that is 
holy in Chinese arts, but also designed 


by Liu Kaiqu, the chief official pro- | 


tagonist in the law suit. 

The writers of the piece (two of the 
paper’s editors and the same critic who 
sparked off the controversy in the first 


place) have condemned the monument |. 


for being what they called non-re- 
volutionary, unrepresentative of 
Chinese art and anti-social, hardly 
worth being emulated by students of 


sculpture. After months of publishing | 


artistic platitudes, this latest affront to 
the sculpting bureaucrats of China may 
well put Fine Arts in China in the thick 


eae 


carrying out research work in Tibet 
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-eigners permitted ti 





of the debate again. 










unfeld in Lhasa 
is academic study of Tibet is 
гре of a revolutionary 
he first time since the 
scholars are conducting 

(f, their Tibetan cole 
tudying overseas and the: 
ment, in a bid to en- 
larly work, is contem. 
plating the de-classification of docu 
ments of the former Tibetan adminis- 
tration, o. m 
Until recently, the study of Tibet 
was. considered off-limits to foreign 
scholars. Tibet. was inaccessible and. - 
there was no contact between Chiner^ ^ 
and Tibetan scholars and their foreig 
counterparts. This summer, however, ~ 
scholars from the US, the University of 
Norway and the Sorbonne havestarted 












et into 


t into China, 
ecades, though, — 


only on the 


“China's reform 


cholars of var- | 
А library is also 
while foreign. ех» 
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hlan Wasahlan. It means more than just a welcome. 
At Saudia, it's the natural expression of hospitality and саг 
way we serve you. 
Fly Saudia and enjoy our unique ‘Ahlan Wasahlan' in tl 
the ground. 
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Abu Dhabi Airport Duty] Ft; tees пер 


e and more air travellers flying 
Sm gh the Middle East are choosing 
P^ Ари Dhabi International Airport 

4 for transit... 
for thd convenience of its modern 
terminal complex, for the excellent 
onward connections and for the world’ S 
lowest priced duty free shops. 


Stop by for the finest selection of the 
latest itemsat prices that make 
other duty free shop prices look sky-high! 
No one else offers. you so much for so little. 


At Abu Dhabi, 
we believe success should repeat itself! 


Abu Dhabiinternational Airport P.O. Box 3167, Abu Dhabi, U.A.E., Tel: 757350 Tlx: 22617 ABUCAT EM Telefax: 757172 
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MIDDLE EAST 
IN ASIA 


Abu Dhabi: the Middle East breathes a sigh of relief at the truce in the Iran-Iraq war. 


After the war comes the 
challenge of peace 

















*- t will no doubt be years before a formal peace treaty is signed crown prince е 
between Iraq and Iran, even if they avoid blowing holes in Һе tween Iraq and Ira e the 
Ж. tenuous cease-fire. But from the pre-dawn bustle on the Arab out an effective ng stra that м 
dhows on the dockside at Dubai, through the air-conditioned dustry 
boardrooms of the banks in Kuwait and on to the horn-honking In Bahrain, the island in the Gulft 
hubbub of downtown Amman, the mood in the Arabian penin shore banking centre, bankers belie 
sula is bullish for peace. new era of economic progres 
In short, confidence is returning to the economies of the Mid- And in the desert kinadom of Jordan, M 
dle East. A few pointers: in Kuwait until recently you could buy a dustry Hamdi al-Tabba has propose 
small Japanese pick-up truck for KD 2,800 and take immediate economic front with Iraq to handle th« 1g 
delivery. But suddenly the price has risen to KD 3,500 and there is reconstruction 
a three-month wait for delivery. The reason? After years of restric- The appetites of Westerr 
tions, the Iraqi authorities are allowing the importation of con the prospect of billion dollar contracts to r« 
sumer goods the two adversaries. Estimate f the 
Across the border, the number of commercial ships visiting construction vary. The Japanese 
Iran's previously besieged port of Bandar Khomeini at the head of nomics has estimated the 
the Gulf has quadrupled since the 20 August cease-fire damage suffered and additiona 
In Dubai, the Sony Corp.'s decision, following the cease-fire, to the war at 26 | f 
to set up a distribution centre for electronic goods in the Jabel Ali for lran, a total of US$414.7 billior 
Free Zone has signalled growing in The institute estimat 
terest from international investors in the Iran 30 y US$88 
emirate's tax-free facilities build its | 
Up the coast in the neighbouring oil This special feature was written need only US$ 
rich emirate of Abu Dhabi, despite the by Michael Knipe in London years. However, He 
tumbling oil prices on the international : war expert at the interr 
markets, Sheikh Khalifa bin Zayed, the of Strategic 5t 
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will be at least a year before any realistic assessment can be 
worked out. 

Economic analysts in the Gulf itself, with specialised know- 
ledge of the region, tend to make only cautious predictions of the 
impact of peace on the region's development prospects and eco- 
nomic wellbeing. The consensus of expert opinion is that while 
peace will have a favourable impact on the economies of the Gulf 
states, caution needs to be exercised over the extent of the eco- 
nomic benefits. 

The immediate priorities of Iraq and Iran will be to complete 
the rehabilitation of their oil industries and, in particular, the Gulf 
export facilities shut down by the war. In the view of Henry 
Azzam, chief economist with the Gulf International bank in Bah- 
rain, the two states will then turn their attention to their agriculture 
sectors in order to reduce their food imports and create employ- 
ment opportunities in rural areas. 

The next priority, he says, will be the rebuilding of the industri- 
al and transportation infrastructure. Top of the list will come road 
and housing projects, power stations, education, health, transport 
and communication facilities. 

Petrochemicals and oil-related industries will then follow. Iraq 
has at least US$50 billion worth of projects listed under the 1981- 
85 development plan which have yet to be implemented. In many 


. cases, design and tender documents have been completed and 


ire simply waiting for bidding to begin. The same, to a lesser ex- 
ent, is true for Iran. 

A crucial consideration is what will happen to oil prices. A 
senior economist in Dubai said 
there were two prevailing views. 
According to one, the end of the 
war could eventually force 
prices up. It would be to both 
Iraq and Iran's benefit, he said, 
to display some discipline and to 
join with the rest of the oil pro- 
ducers in establishing a coordi- 
nated pricing strategy. 

The temptation for both 
countries, however, would be to 
pump out more and more oil to 
get more and more foreign ex- 
change. 

But before they could do this, 224 
Iraq and Iran would have to re- = 
store their production and ex- 
porting capacities and this would 
take years. So in general terms, 
there was the prospect of the peace having a slightly favourable 
^ffect on medium-term oil prices. 


T" chief economist at a leading Kuwaiti bank expressed 
a more pessimistic view, The prospects for a stable oil market 
looked very dim, he said. Iran and Iraq, quite apart from other oil 
producers, would be attempting to maximise their exports to eam 
as much foreign exchange as possible. They are convinced they 
have a greater need than any of the other oil producers and in the 
absence of a coherent Opec stategy, they will be inclined to ship 
out and sell whatever the market will bear. 

One way of avoiding this would be for the Opec countries — 
particularly the Gulf states — to strike a bargain with their war-rav- 
aged fellow producers to fund their reconstruction programmes in 
return for strictly agreed oil export quotas. 

The funding of the reconstruction programme is the key issue 
at present. "Right now, expectations of the benefits of peace are 
running a great deal higher than realistic possibilities," says Dr 
Ziad Taky, a chief economist at the National Bank of Kuwait. 
"With limited resources, you can't finance both guns and butter." 

The importance of the peace negotiations is that they will ena- 
ble Iraq to assess how to distribute its resources between financ- 
ing its defence requirements and its civilian development 
budget. 

The Iraqis now are considering the various sources of financ- 
ing: whether this should be in the form of long-term low-interest 
loans from various countries, and what assistance the various Gulf 
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Dubai airport: cautious prediction 








Cooperation Council countries might be prepared to give. In 
short, what needs to be done and where the money will come 
from. 

Henry Azzam argues that given the limitations on how many 
reconstruction projects can be readily financed, a development 
programme will have to be designed for Iraq and Iran which is 
backed both by the World Bank and by regional development 
funds. 

While development institutions could provide project finance 
at the longer end of the maturity profile, commercial banks could 
step in at the short end to provide working capital, bonding re- 
quirements and trade finance related facilities. Companies most 
likely to win contracts, said Azzam, will be those also able to pro- 
vide finance. 

So far, the Kuwait Fund for Arab Economic Development 
(KFAED) has stated its readiness to finance some projects for lraq. 
The KFAED is one of the world’s most prestigious development 
agencies, through which Kuwait gives away an average of 4% of 
its GNP annually. 

Pacific nations are expected to receive preferential treatment 
from Iraq and Iran in the allocation of reconstruction projects on 
the basis that those countries which stuck by them during the 
fighting should be suitably rewarded in the peace. The second 
element in their favour is that their knowledge of the area and 
their expertise have become extensive and the willingness of their 
governments to offer low-cost medium- to long-term loans _ 
should give Pacific businessmen an edge against other private 
sector companies without such 
government support. 

Japan has released a US$200 
million line of credit for Iraq. 
There will also be opportunities 
for Asian companies that can 
provide relatively low-cost vet 
experienced labour for less 
sophisticated projects like hous- 
ing and irrigation. 

The Gulf states’ economies — 
were initially quite resilient to the 
effects of the lraq-lran fighting. It 
was not until 1984 that the nega- 
tive impact of the war began to 
make itself felt, when Iran began 
its campaign to blockade Kharg 
- island and to attack oil tankers. 
s. Thiscoincided with the shrinkage 

of Iraq's development program- 
me and at the same time the Jordanian port of Aqaba became the | 
main point of transport for goods bound to and from Iraq 

Economists agree that the one area that will certainly benefit, 
particularly in the short term is the retail trade sector of the states 
neighbouring the two Gulf enemies. After years of shortages, the 
Iraq authorities are allowing the importation of a range of con- 
sumer goods without insisting on a transfer of foreign currency. 

This has had an immediate impact on the Kuwaiti consumer 
market where there has been a quickening demand for consumer ' 
goods, including vehicle tyres and spare parts, perfumes, cosme- 
tics, pharmaceuticals and light consumer products. 

Following the cease-fire and the opening up of the Iraqi con- 
sumer market, there was a sharp increase in the value of the Iraqi 
dinar, with speculators at one stage expecting it to reach parity 
with the Kuwaiti dinar. However, it quickly slid back and many 
speculators were stuck with Iraqi banknotes 

The demand for small pick-up trucks has led to Kuwaiti dealers 
buying from other countries, creating a secondary market com- 
plete with stockmarket-style speculators. 

The transport sector is one that is certain to be a beneficiary of 
peace. The clearing of the Shatt al Arab waterway and the rebuild- 
ing of Iraq's port facilities are going to take two or three years. In 
the meantime, Kuwait and Aqaba, Jordan's Red Sea port, will 
continue to play an important role in the transit of goods in and 
out of Iraq. 

And if the Kuwaiti and Jordanian governments provide Iraq 
with redevelopment funds and transportation facilities, their busi- 











ness communities will expect to benefit from the impetus this will 









bring to local trade. There will inevitably be high demands of the 
construction industry: in ће Gulf region, with the experience 
jained by local contractors in the recent past enabling them to 
mpete effectively for reconstruction projects with international 
competitors. 
*:Gulf-based contractors stand to benefit from Iraq's firm posi- 
tion favouring institutions that continued to work in the country 
tiring the war years. Shipping, aviation, insurance, banking and 
personnel training are other sectors expected to be boosted by 
the emergence of peace. The Gulfstate ports and the Eastern pro- 
vince of Saudi Arabia will once again emerge as transshipment 
points for cargo heading to Iraq, though a lot of re-exports to the 
two countries will continue to flow through the United Arab Emi- 
rates, Kuwait, Bahrain and Oman. 
In the commercial banking sector, bonding and trade finance 
are the two main activities economists believe will witness major 
‘resurgence. Banks that continued to service lraq's financial needs 
during the war can expect to be favoured in the future. And syndi- 
cated loans to Iran and Iraq are regarded as a strong possibility, 
especially as part of an overall financial programme for the two 
'untries. 
Il of these developments will take time. The trouble is, said 
e Kuwaiti investment company analyst, some people are 
xaggerating the benefits that will accrue, particularly in the con- 
ction sector. 
"People must distinguish between desire and the financial abil- 
' to match that desire. Iraq and Iran are in a very bad financial 
state. And they are not going to stop spending money on arms. 
Iran has suffered heavy losses to both its navy and air forces and I 
think Iraq also will have to keep spending a great deal on resup- 
plying its military requirements.” 

Iraq came out of the war with a huge debt of between US$60- 
65 billion. At least half of this was extended by the Gulf Coopera- 
tion Council countries, which are not expected to push for repay- 
ment in the near future. But Iraq has been forced to reschedule 
payments on the other US$30 billion. So the Baghdad authorities 

A looking very closely at how they are going to repay their 
debts. 
Nevertheless, the atmosphere of renewed economic confi- 
dence the end of the war has engendered around the Gulf is al- 
ost palpable. “This sense of confidence is the main factor for ће 
































"market herd,” said economist Ziad Таку. "People in Kuwait will 
not have to worry anymore about the war spilling over the border 
as they did in the past. Secondly, everyone іп ће Gulf can start 
looking again at what can be done to expand their businesses and 
extend their inventories." 

Another econmist added: “It has brought an immense sense of 
relief to the market after years of people enduring a negative 
atmosphere fostered by the war. 

"This negative atmosphere discouraged both business expan- 
sion and the investment of funds locally. Now the atmosphere has 
already become more positive and is encouraging an upward 
movement in real estate and shares and this will be quickly re- 
flected in the consumption patterns of the Gulf communities." 


€€ I there is a sustained peace between Iran and Iraq, the 
whole outlook for the Gulf region will change,” said Henry 
Azzam. "It will no longer be viewed as a region in a war zone but 
rather a normal part of the world, out of the limelight and intrinsical- 
ly stable. A major risk element will therefore have been removed. 
International businesses will feel more safe to establish a presence 
here and the confidence of the domestic investor will be boosted. 

“Investment decisions, delayed for eight years because of the 
war, can now be reconsidered. Projects will have to be commer- 
cially viable but at least without factoring a high risk element that 
has adversely affected the feasibility of many projects during the 
war years. > 

“Реасе will no doubt encourage Gulf businesses to use their 
huge financial capabilities to set up new venturesin the area or ex- 
pand existing ones. It will also reduce the pace of military build- 
up, channelling more resources to civilian projects. Another im- 
portant point is that industries in the region that have been operat- 
ing below full capacity may benefit from the additional demand 
generated in lran and Iraq. 

“The optimistic outlook for better growth prospects in the Gulf 
as a result of a sustained peace implicitly assumesthata more con- 
genial working relationship will exist among various Opec mem- 
bers and that they will be able to come up with a viable price/out- 
put strategy that will halt the recent decline we have seen in oil 
prices." 

However, all the economists stress the pitfalls of over-expec- 
tancy. Said one still sceptical analyst: "Even though the war may 
be over, the peace has yet to be won." Ф 































` Brighter picture 
` on trade figures 





Ё current-account deficit drop from US$5.6 billion in 1986 to 
551.1 billion last year. 

. This improvement in the region's external position was 
iatched on a broader scale. According to a survey by the Gulf In- 
jational Bank, the combined current-account deficit of Egypt, 











GCC Quee shrank from US$13 billion in 1986 to US$2 
in 1987. 

e improvement in the region's external position was ac- 
ted for not only by the increase in the surplus of trade but 
y the smaller deficit in the balance of invisibles. The positive 
tment in the. Gulf countries’ terms of trade had more than 
the decline in export volume of oil and boosted the pur- 


295 and 8.296 in 1986 and 1985 respectively. 


unt position was also due to the maintenance of adjustment ef- 
rts aimed at constraining imports, Import volume dropped on 
Jerage by 7.6% in 1987, reflecting the completion of large in- 
rastructural projects and continuing the trend of using resources 
te efficiently. 

the services and transfer account, the debit items, which 
j represent payment to contractors, freight and insurance 


he six Gulf Cooperation Council (GCC) countries saw their | 


dan, Lebanon, Syria, Iraq and North and South Yemen as well | 


ng power of their oil revenues by 7.3% following declines of | 


Last year's overall improvements in the region's current-ac- | 


| 


| 





remittances of expatriates working in the region and other expen- 
ditures on foreign personnel and services, have been on the de- 
cline in various Gulf states. This is due to the completion of major 
contracts and a general drop in the demand for foreign work- 
ers. 

The decline in debit items, however, was offset to a large e: 
tent by the drop in the level of earnings from foreign investments, 
leaving the invisibles balance for the six Gulf states firmly in def- 
icit. The trend in the export/import ratio has been on the decline 
over the past few years. The ratio relating currerit exports to cur- 
rent imports was nearly halved between 1981 and 1987, falling 
from 2.87 to 1.35 as the drop in exportrevenues far exceeded the 
decline in imports. 

Nevertheless, the ratio for the region as а whole remained 
above unity throughout this period suggesting that the Gulf coun- 
tries can meet their merchandise import requirements from the 
export proceeds. 

According to the latest IMF figures, the international reserve 
position of the six Gulf states fell to US$35 billion in 1987 com- 
pared with US$42 billion in 1981. Nevertheless, the reserves/im- 
port ratio remained firmly adequate for all the Gulf státes, ranging 
from 11.6 months of import coverage for Saudi Arabia and 
Kuwait to six months of import cover for Qatar, the United Arab 
Emirates (UAE) and Bahrain and five months for Oman. 

After experiencing a severe setback in 1986 when the aggre- 
gate dollar value of GCC exports fell by almost 30%, total exports 
rebounded last year by 15% to reach US$51 billion or slightly 
below 50% of their level in 1982. The resurgence of the UAE's re- 
exports, mainly to Iran, contributed to the country’s overall export 
revenues. The UAE's re-exports reached anew record.of US$450 
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million in 1987, of which US$384 million went to Iran. Saudi 
Arabia saw its non-oil exports, notably petrochemicals, refined 
products, agriculture and manufacturing, rising in value by about 
25% last year to reach US$2.5 billion. 

The compression of imports which went on consecutively 
from 1983 to 1986 eased slightly in 1987. Although the volume of 
total Gulf imports continued its downward trend last year, import 
prices were considerably higher, offsetting the drop in volume 
and bringing forth about a 4% increase in the import bill of the six 
Gulf states. 

Exports from the 24 industrial member countries of the OECD 
to the Middle East rose in 1987 in dollar terms for the first time 
since 1982. Although the increase was small — 2.2% — it reflects 
a considerable turnround in the market. Total OECD exports had 
fallen by 7.1% in 1983, by 9.5% in 1984 and by 11.3% and 8.9% 
in 1985 and 1986. 

Exports to the Middle East from Japan, France and ltaly con- 
tinued to decline last year, though less steeply than in 1986. 
Japan, which was the leading supplier to the Middle East in 1984 
with 15.5% of the OECD's total market, has dropped to third in 
the league and been replaced at the top by West Germany. 

Despite a further fall in OECD exports in 1987, Iran retained its 
position as the OECD's fourth largest Middle East market. 

At the aggregate level, the geographic distribution of exports 
from the Gulf region did not change much between 1983 and 
1987. Exports to Japan, the US and the European Community 
accounted for 70% of GCC exports in 1987, up from 65% in 
1983. Meanwhile, exports to the rest of the world — mostly de- 
veloping countries. — dropped from 35% in 1983 to 30% last 
year. Gulf exports to Japan and the EC were more or less stable at 
34% and 23% respectively. 

Japan maintained its position as the single largest market for 

— Gulf exports, importing crude oil, some refined products and re- 
cently petrochemicals. 

The Gulf states remain the major suppliers of energy to Japan, 
accounting for about 60% of the country's crude oil imports. 
Among the Gulf countries, Saudi Arabia is the largest supplier, 
furnishing last year close to 43% ofthe total, followed by the UAE 
with 32%. Japan remains the largest single exporter to the region, 
capturing in 1987 about 17% of the Gulf import market, down 
from the 20% level attained in 1983. 


he main Japanese exports to the Gulf countries are motor 
vehicles, home appliances, machinery and metal products. 
Softer products like textiles and consumer goods are also imported 
from Japan but they constitute only a small percentage of the total. 

Japanese products dominate about 70% of the electronics 
market in the Gulf, 80% of the vehicles market and more than 
50% of the machinery and metal product markets. 

The economic slowdown in the region and the rise in the value 
of the yen in respect of the Gulf currencies brought forth a major 
decline in Gulf imports from Japan, down to US$5.7 billion in 
1987 compared with $10.9 billion in 1982. Almost 56% of 
Japan's exports to the Gulf go to Saudi Arabia. Japan is the third 
largest exporter to the kingdom following the US and Britain. For 
Kuwait and the UAE, Japan remains the largest single supplier of 
imports, accounting for market shares of 21% and 16% respec- 


tively. 
өне. the exporting dynamos of South Korea, Taiwan and 
Hongkong, together with Brazil and Turkey, were able to cap- 
ture a larger share of the Gulf market because their currencies 
did not appreciate as much as the yen in relation to Gulf curren- 
cies. 
Changes in the size and nature of the Gulf markets in recent 
ears have important consequences for foreign suppliers. The de- 
and now is more for finished consumer goods and for replace- 
ent сай as far as capital and intermediate goods are con- 
erned. 
And, says Gulf International Bank economist Henry Azzam, as 
rice is no longer a secondary consideration to the quality of a 
ecification, the Gulf market is far more competitive than it used 
be. Diversification away from the dependence on exports of a 
ingle commodity will be of prime signifance in the region's deve- 
opment strategy, said Azzam. Ф 








Joint venture in the Gulf: new strategy. 


Commitment has 
its rewards 


G ulf countries would like their trading partners to help them ir 
the process of economic diversification by producing part of 
their current value of imports in the Gulf itself. A greater share of 
the local market in the future will go to those exporters who estab- 
lish a joint-venture presence in the Gulf, says Bahrain economist 
Henry Azzam, while those who do not join in the diversification 
drive may find themselves at a disadvantage. 

In the past few years, says Azzam, a new development strategy 
has been unfolding in the Gulf with the main emphasis put on in- 
dustrialisation and economic diversification. 

Public sector-led growth and over-dependence on oil is gradu- 
ally giving way to private-sector initiatives and the build-up of a di- 
versified production base. Although the six Gulf countries still 
comprise one of the most important markets in the world, the re- 
gional market has been greatly reduced in recent years and has 
become highly competitive as well. Dealing with the region as 
simply a residual market for foreign exports of goods and services 
is less viable now than it may have been in the past. 

Foreign companies involved in export trade to the Gulf states 
are gradually realising, says Azzam, that the best way for them to 
maintain and possibly expand their share of these markets is to es- 
tablish a presence in the region. 

Protective tariffs are selectively provided for locally produced 
commodities when needed, together with other incentives that in 
clude exemption from import taxes on material and equipmen 
required for local production, exemption from taxes on profits, 
ready made industrial sites, low energy costs, abundance of inex- 
pensive feedstocks, capital loans and grants, freedom of capital 
movement and repatriation of profits, restrictions on industrial 
licensing, and preferential purchasing of local products and ser- 
vices by regional governments. 

Investment opportunities can be defined and made more com- 
mercially viable, say Gulf analysts, if local and international in- 
vestors understand the new development strategy in the region. 
Investors should take a long-term view and be prepared to com- 
mit themselves to establishing a base for future market growth. 

What the Gulf countries are after is not simply the establish- 
ment of production units on a turnkey basis but the transfer, adap- 
tation and acquisition of know-how technology. Although finan- 
cial resources are readily available in the region, foreign investors 
would be encouraged to hold some equity participation in pro- 
jects to ensure their long-term commitment to the area. 

The environment in the Gulf for joint ventures is different 
today to what it was in the 1970s. Then, investors could expect 
high returns on assets reaching, in certain cases, more than 50%. 
Now, rates of return have assumed more modest levels in keeping 
with elsewhere in the world. 

Nevertheless, the region still provides better opportunities and 
more reassuring socio-political stability than most of the other de- 
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veloping regions: It is: alsoa free market, with minimal or no taxes 
and has not yet experienced the kind of bureaucratie bottlenecks 
that have hampered investments in other Third World countries. 
_ “One of the delights of this part of the world is you can get deci- 
` gions made and acted upon quickly," said one expatriate busi- 
* jnessman in Dubai, and his words were echoed a dozen times 
- around the Gulf states. 

«oo The Gulf Cooperation Council (GCC) countries have made 
substantial progress in removing trade barriers among them- 
^. selves, allowing goods manufactured anywhere in the GCC free 
access to the entire six-country market. 

з Furthermore, ће GCC has recently undertaken negotiations 
© with the European Community with the aim of achieving a free 
trade area encompassing the two regions. In any case, new ven- 
"tures in the Gulf countries should not necessarily confine them- 
selves to the 15 million or so GCC inhabitants. Export potential 
` exists in the surrounding Arab states, Turkey, the Indian Subconti- 
t: nent and parts of East Africa. 
ıi Foreign capital enjoys free movement in the various GCC 
«countries, but it generally needs to be associated with national 
capital, or be part of a joint venture. In general, industrial licences 
are granted only to nationals. However, in Saudi Arabia foreign 
capital can be invested without the participation of Saudi Arabian 
nationals, but in these cases it does not benefit from the various in- 
1 centives offered to foreign investment under the provisions of the 
` Foreign Capital Investment Code. 
t Saudi Arabia's investment code offers various benefits to for- 
:tceign capital invested in industry, including a 10-year exemption 
тот all income and company taxes, except the zakat (an alms 
tax). The code stipulates that foreign participation must not ex- 
ceed 75% of the joint-venture capital. Industrial projects licensed 
under the code enjoy the same privileges granted to national cap- 
ital under the National Industries Protection and Encouragement 













































; In order to be eligible for the advantages of the investment 
de, foreign capital must be invested in economic development 
ojects, excluding the extraction of oil, that fall within the 
priorities of the country's development plan and must include an 
element of foreign technical expertise and know-how. 

„Кам materials, machinery, equipment and spare parts im- 
ported to the kingdom for newly established projects are exempt 
from customs duty. There are many niches in the Gulf markets 
that have not yet been filled and where joint ventures with foreign 
institutions may prove quite profitable. Any product or service 
at fills a local need or can be exported and does not require 
long-term subsidies and protection to become commercially via- 
ble may be considered. 

: The comparative advantage of the region as a manufacturing 
ase lies in the availability of cheap energy and the low-priced 
cal feedstock already produced from existing petrochemical 
plants. The presence of modern infrastructure, the wide-ranging 
dustrial incentives and subsidies as well as the availability of 
pital funding offer added advantages. 

There are promising opportunities for joint-venture invest- 
ients, say local analysts, in the services sectors, which contribute 
outa third of the region's GDP. The region is a big consumer of 
reign: services with roughly a fifth of total consumption being 
ent on imported services. 

"Operations and maintenance are undoubtedly the biggest 
wth area. The regional market is estimated to be worth more 
n US$12 billion а year. Other promising opportunities are in 
вай care, telecommunications, computers and data process- 
9, technology transfers, human resources development, mar- 
ng. research and information and personnel support services. 
The areas where foreign investors are encouraged to enter 
int ventures include downstream petrochemical industries, syn- 
ейс and assembling industries, consumer products, mineral re- 
'urces, engineering products, human resources and health care, 
id computer data communications. 

'he nature of joint ventures in the region is changing and they 
e about to enter a third phase. The early joint ventures were 
ly. in the construction sector, while the recent collaborative 
nterprises have been more in the area of heavy industry, in par- 
ar petrochemicals, steel.and downstream industries, high 


EP 


technology, selective consumer goods, food-related industries 








and services. 

The managements of international companies may be looking 
at their worldwide operations and questioning whether it is profit- 
able for them to invest now in the Gulf when the economy is re- 
trenching or wait until the world oil market turns around: Consi- 
dering the region from a short-term perspective might prove de- 
ceptive at this stage, said economist Azzam. Long-range strategic 
planning is required. 

Those who do not make the decision now, he said, may find 
themselves at a disadvantage because of the initiative of others in 
their product line. The advantages of being on the spot will in- 
crease as the competition intensifies. 

A foreign company with a formal, joint-venture presence, a 


| proven management and marketing team and an effective distri- 


bution network will be better placed to develop its business and 
promote its interests than competitors who lack such a domestic 
base in the Gulf. Those on the spot will have easier access to the 
whole GCC market and will probably be able to pick up inter- 
GCC incentives. e 


Banks poised for 
a new boom era 


H aving ridden out the recession, the Arab banking sector 
is now well placed to finance what everyone hopes will be a 
new era of peace and prosperity in the Gulf. 

Banks in the region are flush with funds. Opportunities to ul- 
tilise the monies have so far been scarce. Most of the region's pri- 
mary infrastructure projects have been completed; eight years of 
war has limited the expansion of trade and the launching of new 
ventures, and the chronic instability of oil prices has inhibited in- 
vestment. | 

However, with prospects of peace and with confidence return- 
ing to the region, the Arab banking sector is looking forward to the 
opening of profitable new avenues of business. 

Over the past few years, the dearth of lending opportunities 
has caused banks to change their pattern of operations. More at- 
tention is being paid to retail banking апа portfolio management, 
often especially geared to clients' ethnic connections. There has 
been substantial promotion recently, for instance, of deposit ' 
plans aimed at non-resident workers from the Indian Subconti- 
nent. 

During the lean years of the recession, banks pruned their non- 
profitable sectors, streamlined their active operations and gener- 
ally learned some lessons in the art of survival. | 

There are more than 750 banks and financial institutions intl ^ 
Gulf serving a total population of about 15 million. Kuwait ar 
Saudi Arabia do not allow foreign banks to open branches and 
have seven and 11 local banks respectively. 

There is one joint-venture bank in Kuwait — the Bank of Bah- 
rain and Kuwait — and a fewin Saudi Arabia, including the Saudi 


| American Bank, and Bank Al Saudi al Fransi. Qatar has 15 banks. 


a third of them foreign. The United Arab Emirates (UAE) has 
nearly 50, of which 19 are local. 

Dubai, the commercial centre ofthe region, has 96 branches of 
41 commercial banks and accounts for 34% of the total number in 
the UAE. Dubai also has six investment companies, four financing 
companies, one industríal bank, two limited licensed banks and 
two representative offices of banks. 

Bahrain, which lays claim to having taken over from Beirut as 
the financial centre of the Middle East, has about 170 financial in- 
stitutions, only 20 of which are domestic commercial banks. 

The island is a centre of global foreign- exchange trading, in- 
including trading in the regional currencies, mainly Saudi riyal and to 
a lesser extent Kuwaiti dinars. Worldwide exchange trading is esti- 
mated to be about US$250 billion on an average day, leaping to 
perhaps US$400 billion when a crisis threatens, Bahrain has pro- 
vided a haven since 1975 for offshore banking units (OBUs), 
which are barred from dealing with island residents except to fi- 
nance development projects. 

The Bahrain authorities are confident that with its strategic lo lo- 
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The World's 
Greatest 
Shopping Trip... 


Come and enjoy the World's greatest shopping trip 
with all major currencies and credit cards accepted, to make 
shopping easier and quicker for you 


Don't miss out on the opportunity of a Lifetime! 
Dubai Duty Free, the best shopping trip in the World! 
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A vast selection of quality The Product Brand The best value Giving you quick 
products in the shopping leaders from all over for your money and easy shopping 
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your flight 
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1 Arab Finan 
‚ AFS was launched in 1984 by 
nd central banks — 60 of which 












































for AFS was the launch of an Arab 
in December 1984. The company, it was 
o marshal the sort. of marketing and 
eded to compete with the giant interna- 
‚ “In 1982, US$4 billion was spent 
ое travel ler’ $ e. 


ling | Sel 3 million worth of traveller’ s 
7, more AFS cheques were purchased in 
countries than those of any other organisation: sales rose to 
$625 million for the year. The cheques are sold through 1,000 
lets in 37 countries, including every Arab state and countries in 
‘ope and Asia. 
dition to becoming the largest issuer of traveller's cheques 
rab world, AFS is now also the second biggest Visa issuer 
ationally. To issue and process the AFS cheque required the 








‘The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Review Publishing 
Company Limited has long been recognized by lead- 
ing business executives throughout the world as the 
most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 
Of Information 

Covering subjects which range from foreign invest- 
ment to fashion, electronics, telecommunication, 
engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
ssential reading for anyone doing, or wishing to do, 
‘business with China. 


You Could Gather It Yourself 

You probably could get the same information on your 
own but in order to locate what is contained in each 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of publications, 
not to mention have your own network of people re- 
porting from ail the important zones in China. 

Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 
mystery and much of the risk in doing business with 
China. 


facilitie Bahrain canactasa. : 
nal and financial expertise | 


uld jointly enjoy the benefits of 
ct support," explained Derek: 









- power and in computer software. 


levelopment of substantial 


At the outset; the company used the best оома! software: 


then available but found that it failed to meet the needs of major 


issuers. So, using a staff of Bahraini computer specialists and 
traveller's cheque specialists. recruited from international com- 
panies, AFS wrote its own software. 

It proved so effective that the company: decided to sell the 


software on the open market. The Bank of New Zealand was the 


first purchaser and, at a cost of more than US$100,000, the sale 
prompted media descriptions of this as the first sign icar 
technology export from the Arab world. 

"Other ‘products’ апа: services followed the AFS raveller 6 
cheque. The company released a push button comp! er saless sys- 
tem called Saraf in 1985. And in 1987, AFS became the only is- 
suer of travel vouchers on a pan-Arab basis. These vouchers 
guarantee reservations, e eliminate exchange risks. and provide a 
secure way of carrying money. Computer operation systems for 
the voucher, developed by AFS, have been sold to the People’s. — 
Bank of Connecticut in the US and MEBCO Bank of Switzer., ZW 
land. us 
Last year, the company intioduced another payment product, 
the AFS Premier Visa Card: This card competes with all other pay- 
ment cards but is specifically designed to benefit Arab business- 
men travelling internationally. 

А further area: of AFS operation is the supply of consultar 
sérvices to financial institutions. The company offers its expertise 
and resources to banks'and finance houses to resolve administra- 
tion and operation problems, upgrade services especially in com- ` 
‘puter areas, and assist in the acquisition of new technology and in 
the launch of new products. 

AFS employs a large and specialist staff — more than 70% of 
whom are Arab — and the launch of the company required a 
major investment. Yet by 1987, the company was breaking even 
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You Could Gather It Yourself 


Small investment... Handsome Dividends 

Start benefiting immediately from the information- 
packed CHINA TRADE REPORT by subscribing 
now. A small investment today may pay handsome 
dividends later in saved time, energy and money. 


- 
| Post this coupon today! 


Circulation Manager, 

Review Publishing Company Limited, 

G. P. O. Box 160, Hong Kong. 

Please enter my one year subscription (12 issues) for the 

CHINA TRADE REPORT. | enclose a cheque/money order 

of made out to the Review Publishing Company 

Limited. Or, please charge my credit card (tick one): 
American Express C] Diners Club ÛJ 
MasterCard 0 Visa Г] 


(Please print in block letters) 


Card No.: 
Exp. Date: . 








Signature: 





Name: u. 
Address: 2. 











Annual subscription rates: HK$2, 5751085330 
| Sent airmail anywhere in the world. 
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From Tokyo, Osaka, 
Hong Kong, Singapore, Kuala Lumpur, Bangkok, 
or Sydney to India and 
beyond to the Middle East, Africa, Europe and 
U.S.A. this familiar 
greeting marks the beginning of an exceptionally 
enjoyable journey. 

It is over 5000 years old and it succinctly characterizes 
the warmth and 
hospitality of our people, our country and our Airline. 
We at Air-India will be 
honoured to be your hosts on the ground or in the air. 
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JU ZENFKT-NFAFEPEAI 

The airline that treats you like a Maharajah. 
Tokyo 2147638 Osaka 264-5911 Hong Kong 5-221176 Bangkok 2569614 Kuala Lumpur 2420166 Singapore 2205277 Sydney 2328477 


What's the first thing 
to do if you've got 


business in 
the Arab world? 











Get in touch 


ALUBAF Arab International Bank Е.С. is the only 
bank exclusively owned by representatives of all 
the Arab countries. 

We are, therefore, uniquely well positioned 
to deal with business financing needs 
throughout the Arab world. 

With a wholly-owned subsidiary in Tunis, 
offering a door into Africa, we provide a full 
range of corporate and trade financing services, 
money market, banking and investment 
products. | 

We offer an expertise, in short, that your | а hi НЙ а Has- 
business should not be without. d о it i ene! of the 


^ * * 

ALUBAF ARAB INTERNATIONAL BANK E.C. cb by participating іг 
| | їп he affected 
UGB Tower, Diplomatic Area, PO. Box 11529, Manama, State of Bahrain i 
Telephone: 531212 (General) - 532929 (Foreign Exchange) 
Telex: 9671 (General) - 9458 (Foreign Exchange) 
Telefax: 522400 
Reuters Monitor and Dealing Code: ALUB 
Commercial Registration: 12819 











. .. But there was significant balance sheet growth 
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It you want to know more about Sharjahports Twin pu 
Port advantages, the Sharjah Mini Land Bridge, and x | 
one of the most competitive treight handling | 
organisations in the Arabian Gulf, please fill in this Shariah 
coupon and mail it to us. International 
Airport Sharianpot* 
Мае ee roe petita OR ОИНИ Sharjah Ports Authority 


d to see the advantages 
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eventually form four groups — 
-One linking North African air- 
_ lines, another Egypt and Sudan, 
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wholly owned by governments, the remaining eight being owned 
up to 50% by governments. 

The total combined fleet of these airlines has now reached 417 
aircraft of varying capacity. They fly from 118 airports situated in 
21 Arab countries, and the number of airline passengers travelling 
in and out ofthe Arab states annually is estimated at about 54 million. 

But that is only 3% of the world total and expert analysis of the 
statistics has led to the conclusion that Arab airlines, overall, are 
suffering from low load factors and under utilisation. 

One leading economist has put forward the idea of a series of 
mergers as a remedy for long-term survival now that deregulation 
is taking hold of the industry. Abdullatif Yousef Alhamad, chair- 


- man and general manager of the Kuwait-based Arab Develop- 


ment Fund, has suggested that all Arab airlines be merged to 
create four to five major regional carriers. 

This, he said, would meet the challenge of deregulation in 
Europe and the US and at the same time enable air services to be 
provided according to geographic and population requirements. 
The high rate of economic development in the area, the reduction 
in tariffs and the availability of the basic infrastructure for air trans- 
portation, all contributed to the rapid growth of the air transport 
industry in the Middle East. 

Abdullatif emphasised that the nature of the mergers should be 
highly flexible to accommodate the expected objections. Airlines 
have always been strong focal points of national and regional pride 
and clearly such a radical programme of mergers is a long way off. 

However, the problems caus- 
ed by fierce competition are 
exercising many senior minds in 
the Middle East aviation business. 

The chairman of Royal Jor- 
danian Airways, Ali Ghandour, a 
long-time advocate of greater 
co-ordination among Arab air- 
lines, forecasts that carriers will 


the third the Gulf states, and the 
vim Iraq, Syria, Lebanon and 


ordan. 
Nicolas Moudarri, publisher 

of the Middle East Travel Audit 
newsletter, suggested that each of the groups could supplement 
the others to offer a global network. Evaluating the benefits, he 
suggested there would be savings of about US$10 million just by 


. .. Sharing a sales office instead of each airline having one each in 





every foreign capital. 


sked how he regarded the issue of competition, Ahmad Ha- 
mad Al Mishhari, chairman and managing director of Kuwait 


3 Airways said: "I am only too aware of such competition, especially 


when there is a decline in traffic. It is very, very tough. Such com- 


|... petition creates for us a very low yield market. This is what we are 
` facing now. 


e undercutting in the Kuwait market and the region gener- 


__ally is lowering the yield year by year, but this is something we 
— have to live with. We are in a competitive industry and we are 


‘combating it by trying simply to improve our service and our effi- 


— . ciency. We are trying to obtain a market share which is not less 


than 50% of our different routes. If we are not getting this it means 


` that there is something wrong with us and we must check it out." 


As an alternative to merger, Mishhari is pursuing a policy of 


joint project cooperation under the umbrella of the Gulf Cooper- 
- ation Council. “Instead of merging or integrating airlines, we think 


itis better to cooperate in various different projects with the other 


` airlines in the Gulf. 


"We are exploring, for instance, the possibility of coordinating 
our fleet purchases. If we each purchased the same aircraft, this 
would enable us to have a unified training centre and we could 
share maintenance and spare part facilities. We haven't reached 
this stage yet but it is what we are aiming at." 

Kuwait Airways has in fact just signed an agreement with Gulf 
Air and Saudi Arabian Airlines, under which the Marriott Catering 


- 


company based at Heathrow airport in London will provide all 
three airlines with supplies of meals prepared under Islamic sharia 
conditions. 

"This is something we have entered in to by way of coopera- 
tion between the three carriers," said Mishhari. "If we have these 
kinds of projects in which we act together — unified training 
centres, maintenance facilities, for instance — we can also con- 
template having joint operations on new routes like Australia or 
maybe South America. And we can make one feasibility study in- 
stead of three." 

Kuwait Airways is in the process of assessing which aircraft it 
will need in its fleet for the 1990s. "It is not by any means a small 
project. It is huge. We have to confer with various manufacturers 
and think in terms of 10-year projections of what our future needs 
will be," said Mishhari. 

The end of the Iran-Iraq fighting has been good news for 
Kuwait Airways. The war forced the curtailment of its daily flights 
to Iraq and Iran with the subsequent loss of revenue. "We used to 
operate 14 flights a week to Iran and seven to Iraq, plus extra 
flights during holidays and special occasion," sai Mishhari. "We 
hope we will gradually be able to resume those schedules." 

Kuwait Airways is proud of the fact that, despite the recession, 
this year will be the sixth year of makinga profit. According to Mis- 
hhari: "This year we expect our profits to be even better than our 
budget estimations. We are confident the difficult times are over 
and that we have come to the stage in which each year we 





Mishhari; Emirates Airlines aircraft: fierce competition. 


make bigger and better profits while maintaining and improving 
our standards of service." 

Royal Jordanian is another of the region's airlines that is look- 
ing forward to the benefits of peace. It is also marking its 25th an- 
niversary year with a radical upgrading in the quality of its service 
to passengers. Improved first class seating arrangements veh 
sleeperettes have been introduced on the company's Boe 
7475, Tristars and Airbuses. Business class passengers now re- 
ceive what was the first class service. 

As a result of this new configuration, Royal Jordanian's 
number of seats has been reduced by 20 on every aircraft, and at 
the same time the number of cabin attendants has been increased 
from eight serving 237 passengers to 10 or eleven serving 217 to 
improve the quality of service. 

On the marketing side, the airline is concentrating more on au- 
tomated processes so that in Jordan, Europe and the US it can sell 
seats through computerised reservation systems. “We plan that by 
1990, 80% of our business generated by travel agents will be con- 
ducted on automated reservation systems," says Royal Jordanian 
vice-president Ghassan Ali. 

"The marketing attitude of the airline at its 25th anniversary is to 
work more towards higher yield business including first and busi- 
ness class traffic because we feel that we offer a very fine product." 

Royal Jordanian took delivery of three Airbuss A310s this year 
and will receive three more in the next three years, as well as six 
shorter range A320s. Five Airbus A340s have been ordered for 
delivery in the early 1990s, making Royal Jordanian the first Mid- 
dle East customer for the aircraft. The airline has options on three 
more A340s. With four enginees, they will be the first Airbus 
model to fly long-range inter-continental routes, making them 
competitive withthe Boeing 747. Ф 
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"The first time 
| flew first class... 





Was on Royal Jordanians Business Class. 


I've flown Business Class before but Roya 
Jordanian's new Business Class is really different 

Special check-in facilities, super wide sea 
that mean comfort all the way and good food an 
drinks - all served with a friendly smile. On this trip 


| decided to stay ahead BUSINESS 


and always fly first class "бөөн © с. 
- on Royal Jordanian’s OY) z/OS 
Business Class. 


ЧУ ROYAL JORDANIAN 5/9 4 
Setting new standards. 





YOUR NEW BASE FOR WORLD MARKETS 


Dubai's Jebel Ali Free Zone has now made it easy = No personal income taxes 
for international companies to set up trading апа m No import duties/export taxes 
industrial bases in the Middle East. 


Corporations such as Arco, British Petroleum, Black 
& Decker, McDermott, Halliburton, Union Carbide 
and Shell have already taken advantage of these 


exciting trade freedoms and benefits unique to infrastructure, state-of-the-art communications, 


JOGA. accommodation, hotels, hospitals, security 
Just look at these advantages. and every modern amenity, this 45 sq. km business 
= 100% foreign ownership opportunity is your new frontier for world markets. 


п Unlimited transfer of profit and capital 
a No corporate taxes for a minimum of 15 years To find out about these freedoms contact: 


Jebel Ali Free 
Zone Authority 


THE PRIDE OF DUBAI 
Marketing Dept. No. 07, P.O. Box 3258, Dubai, United Arab Emirates, Tel: Jebel Ali 56578 


а No sponsorship restrictions 
m Unlimited cheap energy 


With superb facilities including an extensive 
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PHILIPPINES 


Evolution of an elite 


The History of the Burgis by Mariel Francisco & Fe Maria Arriola. GFC Books, 


Quezon City. P260 (US$12.15). 


he Filipino people are not living 

in a comic strip," wrote the editor 
of the Philippines Free Press magazine 
in a recent article ridiculing Vice-Presi- 
dent Salvador Laurel's demand that 
President Corazon Aquino step down 
and hold a snap election. Yet, if one 
considers the constant political mayhem 
that takes places in the Philippines, one 
might think that Filipinos are indeed liv- 
ing in a comic strip world 

The appearance of a book called The 
History of the Burgis, and subtitled 
Which is All About How the Elite Made 


M the Top of the Pile, would seem to 
nforce the perception that too many 


Filipinos are Pm characters from 
comic books. A closer reading of the 
book, however, provides a captivating 
experience for all those seeking to un- 
derstand the Filipinos better. 

Authors Mariel Francisco and Fe 
Maria Arriola, along with illustrators, 
present an intriguing aspect of Philip- 


pine history in an unorthodox manne: 


that is not only enlightening, but also 
thoroughly amusing. They trace the 
evolution of the Filipino elite class, 


looking at it from a unique perspective 
and presenting it by means of text 
photographs, illustrations, cartoons and 
other irreverent techniques in the form 
of popular sayings, children’s verses, 
pop jingles and all manners of hilarious 
maxims in English, Spanish and Tagalog 

Sober historians would view this as a 
highly unconventional way to present 
history, but it is undoubtedly a diverting 
way to follow a nation’s development 
one that may explain why much of what 
transpires in the Philippines today tends 
towards the bizarre. 

The word burgis is the Tagalog adap 
tation of bourgeois and covers the small 
minority of Filipinos who live well 
the descendants of the old Spanish colo 
nial families, US colonisers, rich traders 
and powerful political dynasties. In the 


The world’s 


best selling 
bourbon. 


KENTUCKY STRAIGHT B 
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If you're in a race for an important contract, flying with 
à scheduled airline can really cramp your style 


You can only go when and where the ait line goes. Your 
light can be delayed, cancelled o: diverted. (As can your 
suggage. ) 

Even if you set off early, it means setting off halt 
repared. And even in First ( ‘lass, you can't freely discuss 


your tactics 

But in the BAe 125/800, you're free of all that. Within 
an hour or so of notifying the pilot, you can be airborne 
You can use local airfields, nearer to your prospects 

But can't all business jets make a similar case against 
scheduled airliners? Yes and no 

No other mid-size business jet has the 125/800 
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ability to use unpaved airstrips Compare this to th i 
The 125/800 can carry 6 passengers, plus crew, plus its competitors. And у 

luggage for 3000 miles in one hop. But rival mid-size the world's best selling 

business jets can't stretch that far For further infor: 
While on the subject of stretching, the latest 800 has Civil Aircraft Division, Marl 

an even more spacious, open-plan cabin. (And vou can pack PO. Box 35, Stevenage, Herts SX 

In even more luggage 65 cu. ft.) 07072-68123 Telex: 82687t 


BRITISH AEROSPACE AM) 
m A 


^ 





IN HONG KONG, 
WALL-TO-WALL MARBLE 


IT'S PART OF OUR 
DIFFERENCE. 


PARK LANE RADISSON 
HONG KONG 


Causeway Bay Hong Kong 
Telex 75343 PLH НХ Fax 5.767853 


r travel agent or contact the hotel direct 
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THE GOVERNORS SUITE. 
AND A PERSONAL BUTLER. 








“Look after this 
planet, it’s the only 
опе we have? 





A personal message 
from НЕН The Duke of Edinburgh, 
WWE International President. 








Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species 
The destruction of tropical forests 
All these have been headline news 
for many years 

But they're only the tip ofan 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever 
growing human population 

This hammering is cumulative 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction 

Our life-support system 

All life on earth is inter 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans 

This natural system is our life 
support system, and ifwe damage 
any part of it we are putting our 
own survival at risk 

The purpose of WWF - the 
World Wide Fund for Nature - and 
all the other nature conservation 
bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health of our 
planet, itis the only one we have 


Write for further information to 
WWE International, CH-1196 











WWF 
World Wide Fund For Nature 





If you are interested in China here's a 


double-barrelled offer you cannot 
afford to pass... 


The Almanac of China's 
Foreign Economic 
Relations & Trade 
1988 


China's trade policies with 
the rest of the world have 
never offered more 
opportunities than they do 
today. The country represents 
ап unprecedented potential — 
an expanding market equivalent 
to one quarter of mankind. And 
yet, data on this rapidly growing 
economy has, until recently, been 
scant and unreliable. 
Now, there is one book that 
encapsulates every detail relevant to a 
businessman conducting dealings with 










The People's Republic of 


China Year-Book 1988/89 
The People's Republic of 
China Year-Book 1988/89 is 

not only fascinating reading 
for those with social and cul- 
tural interests in China, but an 
essential reference for people 
with business dealings in the 
country. 


What is it? 
This annual volume with over 800 
pages singularly offers the most 
complete guide to every aspect of 
Кёз within China available today. Its 

ly updated contents range from 

: people and culture to economics, 
finance, trade, politics. education, 
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science and technology. Plus countless ESSENTIAL WORKS | China — The Almanac of China's 
other subjects covered in precise detail. CAN BE YOURS | Foreign Economic Relations & Trade 
It is the culmination of thousands of : Я : 

hours in research invested by the New AT A SAVING OF US$34.00 What is it? 

China News Ltd., professionals who Buv both of these informative books The Almanac records articles and data 
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spicuous among the countries of 
Southeast Asia, it was natural for 
the deprived majority to hurl ac- 
cusations of injustice and in- 
equality at those in power. Thus 
the word burgis with all its 
pejorative connotations came 
into the scene. 

Francisco and Arriola's pro- 
logue to their book defines being 
burgis as "both an economic con- 
dition and sensibility." (Those 
not of that class are the masa — 
the unwashed and the constantly 
hungry.) The authors cite the 
middle class, which includes the 
intelligentsia, as being part of the 
burgis "even if they live barely 
above the poverty line because 
their education allows them to be 
in the mainstream of Western- 
ised elite culture." 

They state that “burgis is 
being removed from the 
realities of a developing coun- 
try. It is being trapped in a First 
World consciousness while liv- 
ing in the Third World." And, 
they end this prologue on an up- 
beat note by saying that their 
book "is an expression of faith in the 
burgis — that liberated minds and cour- 
age to change will make [the] beautiful 
people more beautiful still." 

Not long ago, the US journalist 








Unconventional history: confused culture. 





James Fallows wrote a series of articles 
in which he concluded that Filipinos 
possessed what he called a damaged cul- 
ture. This infuriated many Filipinos 
though it was obvious that much of the 
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anger was actually resentment at 
the fact that it was a foreigner, 
not a Filipino, who had so clev- 
. erly dissected the Philippine na- 
tional character. 

Now, two Filipino women 
have come along, more or less, 
expressing the same idea in a be- 
puilingly witty fashion. In their 

ook, they explain the reasons 
for the damaged culture and 
rightly point out that it is much 
more confused than damaged. 

The book’s epilogue is op- 
timistic and hortatory: “Now is 
the time for the burgis to break 

away from the oligarchic sys- 

tem that has kept the majority 
of Filipinos poor and the coun- 
try underdeveloped. The burgis 
have listened and learned. Now is 
the time to assert themselves as a 
sovereign nation, free to chart its 
own destiny, ‘to sing its own 
song'." 

Filipinos being avid and ev- 
ert singers, may continue to 
ooked on as the frivolous Mew- 

bers of the Asian family as they 
continue to sing and dance in the 
midst of political turmoil and economic 
disaster. Nevertheless, they do occa- 
sionally come up with delightful publi- 
cations like The History of. the Burgis. 

— Isabel Taylor Escoda 
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TECHNOLOGY 


The robots are coming 


Inside the Robot Kingdom; Japan, Mechatronics, and the Coming Robotopia 
by Frederik L. Schodt. Kodansha International Ltd, Tokyo and New York, x 3,200 


(US$25.48). 


Е" L. Schodt has come up with 
a novel solution on how to write а 
book about robots and Japan. He has 


hit upon the idea of robots as a | 


metaphor for the relationship between 


people — specifically, Japanese — and | 


technology. This viewpoint allows him 
to cast his net well beyond mere metal 
and wires. And, in the process, he has 
roduced an unusual and entertaining 
ook encompassing history and popular 
culture as well as technology. 

Schodt is not, mercifully, an en- 
gineer. Described perhaps over-mod- 
estly on the dust-jacket as “a San Fran- 
cisco-based translator and interpreter 


r Japanese and American corpora- | 


ms,” he is, in fact, the author of the 

agnificent and definitive work on Ja- 
panese comic books, Manga! Manga! 
published in 1983 (it is now in need of a 
revised version). Such a pedigree 
should reassure those who view all 
things technological as innately incom- 
prehensible. 

"No other nation has put so many 


robots to work in so many industries as 
Japan, or with so much success," Schodt 
writes. This, he argues, is "partly the re- 
sult of a collective infatuation with ad- 
vanced technology, an infatuation prop- 
ped up by Japan's government and cor- 
porations and sustained at fever pitch by 
the exhortations of its powerful print, 
broadcast, and advertising media." 

But, he rightly adds that robots also 
demonstrate "the great strengths of Ja- 
panese technology . . . its accessibility 
and its broad public acceptance. This 
does not mean that everyone in Japan 
has mastered or understands technol- 
ogy, but that it is widely perceived as 
something useful, immediate, practical, 
personal and friendly." 

In Japan, you do not find any of the 
negative attitudes towards robots com- 


| monly encountered in the West. There, 


robots are rather seen as helpful and re- 
liable servants which release humans 
from dull, dirty or dangerous jobs (that 
is, precisely those jobs for which 
machines are better suited than hu- 





mans). Schodt traces the origin of this 
attitude back to the karakuri (dolls) of 
the 17th century. The most famous of 
these wind-up toys is a kimono-clad boy 


doll which "walks" towards a guest 
bearing a cup of tea and bowing subs 
sively 

Contemporary Japanese attitu 


towards robots were largely forn 





comics and toys. As you wouk 

from his previous work, Schodt is par 
ticularly good on comics, detailing how 
the genre developed from Mighty Atom 
3 a little boy robot in a normal 
family — of other robots which ap 
peared at the beginning of the 1950s, to 
Mobile Suit Gundam, a giant armoured 
robot first seen at the end of the 1970s 


But the author is also good on tovs in a 
chapter which, in addition to tracing the 
genealogy of "machine robots and 
transformers," also provides a fascinat- 
ing mini-history of the post-war Japan 
ese toy industry 

From the toy industry, Schodt moves 
on to industry in general. He tells the 
story of how robots were introduced 
into Japan, and how 
spread as fast as they did 
for this is that instead of, as in 
". , . creating anthropomorphi 
that relied on complex and 
software [Japanese] manufacturers 
chose to simplify the robot mechanism 
and the robot task rh 


ind why they 
^ main reason 
the West 
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controls 


classic 
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LOT AT SHERATON 


When a group of 150 delegates and 
their wives asked us at the Hua Ting 
Sheraton for suggestions to celebrate 
the end of a conference, we offered 
them a variety of choices. 

They chose a "Shanghai in the 40%” 
theme party. 

Our Public Relations people helped 
the guests with their costumes and they 
combed Shanghais many antique and 
junk shops for authentic accessories. 

Needless to say the party was a 
but 


roaring success, it was the Jazz 
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band who stole the show. 

Because unbeknownst to our guests 
wed specially arranged for the original 
members of the band at the inimitable 
Peace Hotel to come and play 

So you see, it's not just that we have 
the largest conference facilities in town 

Though no one else can seat 1,500 
people. 

Without wishing to blow our own 
trumpet, its the creative ideas we put 


into our conferences that are the little 


things our guests take away with them 
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example of this tendency is the SCARA 
light assembly robot, perhaps Japan's 
most significant contribution to robotics 
thus far, which Schodt says was inspired 
by a Japanese folding screen. 

Schodt's chapter on Fanuc’s famous 
factory at the foot of Mt Fuji, the bright 
yellow electromechanical .. cathedral 
where robots make robots, is a very in- 





teresting part of his book. He is particu- | 


larly good on the semi-fanatical philoso- 
phy of Dr Seiuemon Inaba, Fanuc's di- 
minutive director, once compared by 
Nikkei Business to Genghis Khan. 


Perhaps the part of the book readers | 


will find most fascinating, however, is 
its final section, entitled "Beyond In- 
dustrial Robots." Here, Schodt gives us 
glimpses of robots of the future. These 
include the personal “My Robots" en- 
visioned by Ichiro Kato, who heads 
Japan's elite robotics group at Tokyo's 
Waseda University. a 
“The My Robot is still along way off, 
but we can imagine what it will look like 
|... It will probably be small and, in the 
idition of Japan's cuddly machines in 
mics and toys, it will probably be cute 
and emotive. It will be used for simple 
types of housework and office work . . . 
And everyone will want one. 
“The robots are coming,” Schodt 
edicts, “and they are Japanese.” It is 
cult to disagree with his conclusion. 
— Bob Johnstone 
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Food for thought 


State Politics and Islam edited by Mumtaz Ahmad. American Trust Publications, 
Washington. No price given. 


E 
| 




















Muslim community to establish a certain 
kind of social-politieal order and to ba- 
lance extremes... and, that the intertial 
life and constitution of the Muslim 
ciety is to be relentlessly egalitarian 
open unstained by elitism and secretive. _ 
ness." 
Rahman in his arguments presume 
that rationality governs Musl re 
sumption also made, though 
ent context, by both Iqbal and Ishaq! 
separate chapters. 
Some points detract fror 
thought-provoking issues raised 
volume: for instance, fo 
contributors are Pakist 
tarnishing its overall outloo 
South Asian view of M 
Also, having brought the sc 
gether, the book does not know 
do with them. But, on the whole, the 
lection contains nuggets and rai 
portant issues, which some of its eminen 
writers could elaborate on in future pub- 
lications. — Akbar S. Ahm 


his book is the result of an interna- | 
tional seminar on political thought in | 
Islam held in the US, which brought to- | 
gether some of the best known Muslim | 
academics in Asia, such as Pakistani | 
scholars. Fazlur Rahman, Javid Iqbal | 
and Khalid Ishaque. | 
In an introductory chapter, editor | 
Mumtaz Ahmad provokes some thought | 
by dismissing the works of Muslim writ- | 
ers as dismal and suggesting a new char- | 
ter for intellectual action. *We believe | 
that an original contribution can Бе | 
made in the field of organisation and | 
| 

| 

| 

| 

| 

t 

| 

| 






bureaucratic theory with reference to Is- 
lamic perspectives on. major problem 
areas in the field. Such research should 
be undertaken at several levels: norma- 
tive, historical and critical." 

Rahman, for his part, talks of his vi- 
sion of a just, egalitarian and harmoni- 
ous Muslim society — visions which are 
best summed up in his own words: “The 
points we have made so far are . . . that 
the Koran has defined the role of the 
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BUSINESS AFFAIRS 





ECONOMIC RELATIONS 


US firms see unfair trading by Japan over inventions 


Call for patent medicine 


By Bob Johnstone in Tokyo 
ifferences in the way Japan and the 
US protect new inventions are be- 
coming another focus of bilateral trade 
friction, with US businessmen claiming 
that the Japanese patent system encour- 
ages theft of US intellectual property. 

US companies are particularly upset 
that approval of a patent in Japan can 
take up to seven years, compared with 
about two years in the US. The Japan- 
ese system requires publication of the 
content of a patent application after 18 
months, making the invention vulnera- 
ble to copying. 

Concern about such practices 
prompted the US Congress to pass a re- 
taliatory revision to the Tariff Act as 
part of the omnibus trade bill in August. 
As a result, US firms no longer need 
provide evidence of injury before filing 
suits against foreign companies for vio- 
lations of intellectual-property rights. 

Although the heads of the Euro- 
pean, Japanese and US patent offices 
met in Tokyo in the first week of Nov- 
ember to iron out the differences be- 
tween their various systems for the pro- 
tection of intellectual property, Japan's 
problem is essentially simple — too few 
staff inthe Japanese Patent Office (JPO) 





ers to deal with 137,000 applications 
lodged last year. 

Because of its policy of severe fiscal 
restraint, the Japanese Government has 
limited recruitment to 46 new examiners 
this year, despite a huge backlog of appli- 
cations that has built up because of insuf- 
ficient staff. The EPO and USPTO, by 
contrast, are rapidly expanding staff to 
cope with patent applications which 
have mushroomed in step with the quic- 
kened pace of technological innova- 
tions. Experts predict the world’s intel- 
lectual property will double between 
now and the end of the century, 
threatening to swamp existing systems 
for protecting inventions in a flood of 
paperwork. 

In Japan, the present understaffing 
means that a patent application on aver- 
age sits three years in an in-tray before 
being examined — and the delay is 
lengthening. But unlike the US, where 
an application’s contents remain confi- 
dential until the patent is granted, the 
Japanese (and the European) practice 
of publishing the contents of applica- 
tions 18 months after receiving them, 
US firms contend, allows Japanese 
competitors to copy their ideas, then 








Electronics research: quotas on patent ideas. 





apply for patents 
on multiple minor 
variations. 


The gap between 

publication and ap- 
roval of the patent al- 
lows imitators several 
years to commer- 
cialise the idea with 
impunity, as Mary- 
land-based Fusion 
Systems alleges Mit- 
subishi Electric did 
with its invention. 

In 1975, Fusion 
applied for 20 Japan- 
ese patents on a high- 
intensity microwave 
lamp. Two years later 
— shortly after the 
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to allow its system of patent registration 
to handle the overwhelming demand. 
The JPO had only 890 examiners to 
deal with the 565,000 patent applica- 
tions received last year. The European 
Patent Office (EPO), which administers 
a patent regime similar to that of Japan, 
employs 1,400 examiners to handle 
51,000 applications a year and the US 
Patent and Trade Mark Office 
(USPTO) had more than 2,100 examin- 












tents of its applica- 
tions — Mitsubishi deluged the patent 
office with more than 200 applications 
for patents on a similar lamp. 

Since mounting a challenge to so 
many patents would be expensive, and 
since failing to do so could lead to 
charges of infringement, Fusion was 
under pressure to cross-license its 
technology to Mitsubishi. This, say the 
Americans, is the motivation of such 
patent flooding. or "nuisance filing." 


publication of the con- | 











Some US critics go so far as to claim 
that the Japanese patent system, like so 
much else in Japan, is designed to foster 
cooperation and industrial develop- 
ment at the expense of the proprietory 
rights of the inventor. The system cer- 
tainly favours big companies with the 
resources to file large numbers of pa- 
tents and fight expensive legal battles. 

But the peculiarity of the Japanese 
patent system is not so much the system 
— which is similar to that in most of the 
rest of the world, except the US and the 
Philippines — but differences in indus- 
trial organisation and attitudes. 

In the West, unlike Japan, small a 
medium-sized companies are frequen 
the source of innovations. Such com- 
panies made half the patent applications 
filed with the EPO fast year. Further, 
the Japanese propensity to file patents 
originates from the systematic attitude 
big Japanese companies take to promot- 
ing innovation, rather than the mere de- 
sire to neutralise foreign competition. 
B: Japanese companies encourage 

all employees to contribute ideas. 
At a low level, this is formalised in the 
teian system, under which employees 
write proposals for improvements to 
company operations. For each proposal, 
they get some sort of token, worth a 
nominal sum, which can be redeemed at 
company shops. Proposals are assessed 
and graded according to their useful- 
ness. The top grades typically receive a 
small cash bonus and sometimes also the 
prestige of being featured in the com- 
pany's in-house magazine. The main ` 
nefits of the system come on the prod 
tion line, where a small improvement 
cansave money. 

A similar approach is applied to pa- 
tent applications. "Our way of thinking 
[regarding innovation] is different," 
said Isao Hashimoto, a manager in 
Hitachi's patent department. "It applies 
not just to researchers, but to factory 
engineers and production people as 
well." Hashimoto reckons a quarter of 
Hitachi's 80,000-odd employees аге 
capable of coming up with patentable 
inventions. 

In some companies, exployees are 
expected to produce patent ideas; 
quotas are even set for researchers. 
NEC, for example, requires each of its 
researchers to file half a dozen applica- 
tions a year, even those working in its 
basic research laboratory. In general, 
Japanese managers seem to believe that 
filing several patent applications a year 
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shows that a researcher is doing good 
work; they are given credit just for fil- 
ing. 

Few Japanese patents earn royalties. 
In the electronics industry, few applica- 
tions ever become patents. For Hitachi, 
the success rate is just one in five. For 
Japan as a whole, only about half the ap- 
plications are granted, and of these pa- 
tents only 10-15% are ever put to use. 

One reason for the low implementa- 
tion rate is that the pace of change in 
technology-driven industries such as 
electronics is so fast that the companies 
claim time is insufficient to evaluate 
each individual invention. Applications 
are made automatically, "just in case." 
After a patent has been filed, the Japan- 
ese system allows the applicant seven 
years to decide whether to have it 
examined. USPTO Commissioner 
Donald Quigg called this provision 
“ridiculous” because it encourages ex- 
cessive filing, more so in Japan because 
the cost of a patent application is cheap. 

In their haste to be first to file, Ja- 

ese companies are lax in checking 

*ther the idea is original. Unlike the 
US, Japanese law does not require ap- 
plicants to provide "prior art" dem- 
onstrating that the idea is indeed new. 
Their object in filing is often not to stake 
out a basic technology. but merely to 
block their competitors from using an 
idea that they do not plan to use them- 
selves, a practice known as "defensive 
patenting." 

Japanese companies are increasingly 
using patents as a crucial part of their 
business strategy. especially in Europe 
(where Japanese companies account for 
16% of all patents issued) and the US 
(where they account for 17%). In 1987, 
the top three companies obtaining US 
patents were the Japanese giants 
Canon, Hitachi and Toshiba. 

One reason for this rush of applica- 
tions is a desire by Japanese groups to 
protect themselves against patent dis- 
putes with increasingly litigious US 

petitors. The US system is based on 

г is first to invent, rather than, as in 
the rest of the world, who is first to file 
for a patent. Another reason is to give 
them the bargaining power to obtain 
new technology. Cash is not enough to 
obtain licences — companies may re- 
fuse to sell — and if they do sell, a com- 
pany without a counter bargining chip 
can be at a competitive disadvantage 
when several rivals are licensing the 
same technology. Thus, building up a 
patent portfolio is vital for cross-licens- 
ing. 

Aware that US firms feel disadvan- 
taged, the JPO has begged Japanese 
companies to be more selective in their 
filing, but without much success. It has 
also implemented a US-style “acceler- 
ated examination” system for inven- 
tions which have the highest probability 
of being used and a “multiple claim” 
system to reduce the number of applica- 
tions. 
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Managing China's open door 


Trade officials seek way to control a widening trade gap 


By Louise do Rosario 
pus is likely to run a US$4-5 bil- 
lion current-account deficit this 
year as its phenomenal export growth 
slows, and a long-supressed wave of im- 
ports breaks in the last quarter. The def- 
icit, a turnaround from last year's 
US$300 million surplus, is moderate 
enough compared with 1985's US$11.42 
billion deficit, and the US$7.03 billion 
shortfall in 1986, but it highlights wor- 
ries over whether China can keep ex- 
orts growing rapidly enough in the 
ong term to meet the rising import bill 
generated by modernisation. 

From 1985-87, Chinese exports grew 
by an annual average of 35% despite a 
drop in oil exports from 25% to 10% by 
value of the total. In addition, the pro- 
portion of primary exports fell from 
50% to 33%, with manu- 
factured goods exports 
surging ahead to account 
for the overall growth. 

But China's export 
drive is still narrow- 
ly based on a few geo- 
graphic and sectoral mar- 
kets. Hongkong, the US 
and Japan buy half of 
China's exports, and tex- 
tiles, coal. oil and food 
make up more than half 
of all exports. The rest 
comprises a wide range of 
low-value products such as 
shoes, toys, handicrafts 
and tools. To move into 
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are forecast to increase slightly to US$2 
billion this year. 

The visible trade gap is likely to 
widen further during the last quarter, as 
December usually sees imports surge. 
In December 1986, China imported 
US$5.54 billion, or 13% of the year's 
total imports. Last year that figure róse 
to US$6.56 billion — 15.1% of the 
year’s total. 

What, then, has caused the deficit? 
On the import side, in the first nine 
months, the major factors were sugar 
(11096 more in volume on а year-to- 
year basis), timber (71% more), fertilis- 
ers (42% more) and pesticides (20496 
more). A boom in textile processing has 
also pushed imports of cotton and syn- 
thetic fibre by 560% and 54% respec-- 


CHINA’S TRADE DEFICIT 
DEEPENS 





higher-value exports will 
require a level of innova- 
tion, flexibility and 
technology impossible 
under the present rigid 
trading system. 

The peru of Foreign Economic 
Relations and Trade (Mofert) said im- 

orts amounted to US$23.9 billion up to 
20 September this year (24.6% more 
than in the same period in 1987), while 
exports rose only 14.8% to US$28.5 bil- 
lion. Customs statistics, which are com- 
piled independently and regarded as 
more accurate than those of Mofert, 
show imports and exports both growing 
by 24% in the first nine months, with ex- 
ports totalling US$32.9 billion and im- 
ports US$36.3 billion. 

However, the Customs statistics also 
show imports growing faster than ex- 
ports since July, with the visible trade 
deficit widening from US$1.16 billion 
for the first six months to US$2.26 bil- 
lion by the third quarter. Offsetting this, 
tourism income in the first six months 
amounted to US$1 billion, 26.6% more 
than last year. Net non-trade earnings 
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tively between January and August. 

Wheat imports grew by 27% in the 
same period. With a disappointing har- 
vest (REVIEW, 3 Nov.), China is ex- 
pected to import more grain, sugar and 
vegetable oil soon. But overall, China 
may have a balance in its agricultural 
trade since exports of aquatic products, 
vegetables, pigs and silk grew by 3-17% 
in the first three quarters. 

Export growth this year is again led 
by textiles, though cotton-made exports 
have suffered from domestic cotton 
shortages. In the first nine months, ex- 
ports of clothing grew by 30%, while 
those of cotton yarn and cotton fibre 
dropped by 25% and 12% respectively. 

Grade oil exports amounted to 19.79 
million tonnes, a 5% increase. With 
favourable spot oil prices, China im- 

yrted 1.86 million tonnes of refined 
oil, 41% more than in the correspond- 





ing period last year. Coal has become an 
increasingly important export, rising 
from a 1.3% share of total exports to the 
recent 10%. In the first three quarters, 
China exported 10.63 million tonnes of 
coal, up 19%, 

China hassuffered trade deficits since 
1984 and will continue to do so as deve- 
lopment proceeds. Keeping them within 
manageable levels and financing them 
efficiently through debt or reserves are 
new issues Peking must tackle. 

Financing the deficit through either 
avenue does not look to be a problem. 
Peking has hefty foreign-exchange re- 
serves, which stood at US$19 billion 
(excluding gold) at end-July. Borrowing 
Overseas, is not an attractive option 
since China's foreign debt now stands at 
an estimated US$40 billion. 

Financing considerations aside, this 






POLICIES 


year's trade imbalance will have its ad- 
vantages. More imports will ease domes- 
tic shortages and help cushion any crash 
landing stemming from Peking's recent- 
ly decreed austerity measures. 

A more measured pace of export 
growth may ensure that a more reason- 
| able mix of commodities are sold over- 

seas. In recent months, Chinese enter- 
prises, which this year have been given 
freedom to make deals without passing 
through state trading corporations, 
have been exporting commodities in 
short supply domestically in their quest 
for scarce foreign exchange. 

Unlike 1985-86, Peking this year has 
a firmer grip on foreign trade, particu- 
larly imports, despite its loss of control 
in other economic areas. The trade gap 
has built up gradually and reserves are 
still rising. Imports have grown but not 





Closing the back door 


Peking's anti-corruption drive will hit only small companies 


By Ellen Salem in Hongkong 


mall trading companies, both in 

Hongkong and China, will be hard 
hit by the measures being taken to re- 
centralise control of China's economy 
and stem corruption. The clampdown 
on illegal dealings by Chinese com- 
panies, in conjuction with tighter for- 
eign-exchange controls, stricter cus- 
toms surveillance and close supervision 
of price controls could force many com- 
panies in China to shut down their oper- 
ations for the time being. 

Also hard hit will be the myriad small 
trading companies in Hongkong — 
many of which are partnered or headed 
by cadres from China — which have 
acted as agents for municipal, collec- 
tive, private and joint-venture com- 

anies as the monopoly on foreign trade 
y state firms has been eroded. 

The furore over the future of China's 
companies began in early October, 
when the Chinese Communist Party 
Central Committee and the State Coun- 
cil decided to screen companies set up 
since the second half of 1986 in order to 
punish those which had used connec- 
tions with administrative departments 
to make windfall profits. 

However, aside from the much-pub- 
licised punishment of the high-profile 
Kang Hua Development Corp.. the 
targets of the investigation have been 
small enterprises which form the bulk of 
the 360,000 companies set up since 
1986. 

China's largest and most powerful 
companies seem likely to emerge un- 
scathed from this latest effort to bring 
corrupt bureaucrats into line. But most 
small companies — particularly those 
involved in foreign trade — will be hit 
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Gu Mu: contracts will be honoured. 


AP 


as administrative measures are put in 
place that will make it difficult to oper- 
ate small trading enterprises or pro- 
fiteer from China's double-track pricing 
system. 

In Hunan, for example, investiga- 
tions have shown that 3,400 trading 
companies have been set up since the 
end of 1986. Most of them, says the pro- 
vincial press, “do not separate the func- 
tions of government and commercial 
business and integrate government ad- 
ministration with enterprise." The com- 
bined illegal dealings of the more than 
3,000 companies have resulted in 16.000 
tonnes of chemical fertiliser, about 
10,000 tonnes of steel products and 
more than 150 cars being resold at high 





profits in the province. 

















at the runaway rate of 1985-86, which 
rapidly depleted China's reserves. 

To some extent, the deficit is the re- 
sult of Peking's policy of restricting im- 
ports back-firing. So far, China has 
mainly imported much-néeded agricul- 
tural goods to meet immediate short- 
ages, at the expense of the raw materials 
which its domestic industry badly 
needed. The result is that while agricul- 
tural prices have been kept relatively 
low despite falling production, domestic 
prices of industrial raw materials have 
soared. 

Imports of copper, iron, zinc and 
aluminium, for example, were suppress- 
ed to well below last year's volume be- 
cause of high world prices. In the first 
eight months, the volume of imports of 
copper, aluminium, zinc and steel were 
48% , 85% , 34% and 35% down respec- 


Authorities in the special economic 
zones (SEZs) are cracking down on small- 
time operators as well. In Shenzhen, all 
registered “hand-bag and briefc: 
companies that have neither capital 
assets have been given until 20 Novem- 
ber to cancel their registration. 

Concurrent with these moves, Pe- 
king is taking steps to ensure that for- 
eign trade will again be controlled by 
central government organs. For exam- 
ple, the State Council has recently reaf- 
firmed the monopoly of the Chinese 
National Silk Import/Export Со. 
(CNSIEC) over the export of silk. At 
the same time, China announced an ex- 
port levy of up to 100% on silk and silk 
products. All of CNSIEC's silk exports 

ualify for a full refund. Apart from 
that, only joint ventures which receive a 
refund certificate issued by CNSIEC 
will be elegible for a refund. 


ecent moves by Peking have left 

little doubt in the minds of most ob- 
servers that non-state trading com- 
panies are slated to play a minor role in 
China's trade as long as efforts to re 
tralise economic control conti 
However, the role of Chinese com- 
panies based in Hongkong has yet to be 
defined. In fact, the spate of conflicting 
statements issued by Chinese represen- 
tatives and ministries in the wake of the 
scrapping of 13 joint ventures in Guang- 
dong province in late October and the 
closure of a Guangdong-invested com- 
pany in Hongkong have shaken the con- 
fidence of many in the viability of small- 
er Chinese and Chinese-invested com- 
panies in the territory. 

According to Chinese People's Poli- 
tical Consultative Congress (CPPCC) 
Vice-Chairman Gu Mu, all contracts 
signed by Chinese enterprises in Hong- 
kong, including those under investiga- 
tion, will be honoured. Not so, it would 
seem, judging from Vice-Minister of 
Foreign Trade Shen Jueren’s statement 
that China will not be responsible for 
any breach of contract signed with “un- 
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tively, when compared to the same 
period in 1987. The result has been that 
free-market prices of these com- 
modities in China have soared by 200- 
300% . and many factories stopped pro- 
duction because they had no raw mate- 
rials, With essential planned production 
now being hurt, China may step up im- 
Sai once world prices become more 
avourable. 


T import controls imposed three 
years ago in the form of taxes and li- 
cences are also weakening as intense 
domestic demand pushes up prices. Fac- 
tories whose production slowed in 1986- 
87 because of the high tax on imported 
components suddenly find assembling 

rofitable again. For example, a colour 
Гү set with Japanese-made parts now 
sells for Rmb 5-6,000 (US$1.343-1 612) 


derground" Chinese companies. Hong- 
kong merchants, he said, could deal 

h these companies by bringing them 

‘ourt. Alternatively, businessmen in 
Hongkong could wait until the under- 
ground companies win formal per- 
mission from China to set up in Hong- 
kong. 

However, it is not clear which are the 
underground companies. The only list 
of déthorised Chinese organs in Hong- 
kong was compiled in 1984 — and it was 
acknowleged to be incomplete at that 
time. That list has never been made 
public and subsequent efforts to com- 

ile a directory of authorised Pe- 
King agencies in the territory have 
failed. 

Now, according to the pro-Peking 
Wen Wei Po, which is considered to re- 
flect official views, the State Council has 
directed the Ministry of Foreign Eco- 
nomic Relations and Trade to set up a 
group, headed by vice-minister Wang 
Pingqing. to reorganise Chinese com- 
panies in Hongkong. 

Jut many in Hongkong, including 
~. CC member Hsu Hsimin, feel the 
effort is bound to fail. According to 
Hsu, most of the underground com- 
panies in Hongkong are headed by 
cadres who have en- 











— double or treble last year's price. 


This effectively offsets the 50% 
import tax on the Japanese com- 
ponents. 


Demand for consumer electronics is 
fuelled by the Chinese losing faith in 
their currency and withdrawing money 
from the banks to buy electrical pro- 


ducts as a hedge against inflation. In the 


first quarter, knockdown imports of 
black-and-white TV sets, washing 
machines and TV picture tubes grew on 
a year-to-year basis by 190% , 270% and 
300% in value respectively. 

In a bid to cut demand, import taxes 
on most electrical consumer products 
were raised an average 100% from mid- 
September. 

On the export side, there has been 
some confusion since the combination 
of a grossly over-valued renminbi, and 








however, Peking’s moves to reassert 
tight control over the economies of the 
provinces and SEZs could slow down 
the rate of investment by small Hong- 
kong and Macau companies as well as 
by Hongkong-based Chinese com- 
panies. About 60% of all foreign invest- 


ment in China is by Hongkong-based 


firms. 

Guangdong and the SEZs have 
taken about 70% of that investment. 
In addition, it is estimated that 15- 
20% of nominally Hongkong direct 
investment in China is by mainland- 
controlled firms based in the terri- 
tory. 

Now, many believe this trend will 
show a sharp reversal as many Hong- 
kong firms will no longer find it profita- 
ble to invest in joint ventures in China to 
source their exports as foreign trade 
passes back into the hands of big 
monopolies. 

Tighter foreign-exchange controls 
and a severe reduction of the role of 
small China-based trading companies 
will also make it difficult for low-level 
cadres to profit from their position by 
setting up underground companies in 
Hongkong. Ultimately, this could affect 
Hongkong's re-export trade. п 





tered Hongkong оп 
single journey permits. 
The holder of this type 
of visa is eligible for 
Hongkong residency 
and can become а 
Hongkong citizen in 
seven years. As a re- 
sult, Peking has no ef- 
fective means of con- 
trolling or supervising 
the activities of such 
cadres. Once oppor- 
tunities for illegal gain 
reappear, they will re- 


sume  syphoning off 
China's foreign ex- 
change. 


For the time being. 
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Big Four 


the relaxation of foreign-exchange con- 
trols early this year has lured 
speculators into the business. Peking 
has responded with increased import 
and export taxes, but there is as yet no 
sign of a widespread crackdown on the 
same scale as in 1985-86. However, a 
devaluation of the renminbi to boost ex- 
ports looks more likely than a few 
months ago (REVIEW, 11 Aug.). 
Speculative exports are usually ship- 
ped via the special economic zones of 
Shenzhen, Zhuhai, Shantou and 
Xiamen where there are lower export 
taxes and a higher retention of foreign 
exchange is allowed for exporters. As a 
result, the SEZs’ exports rose to 
US$1.36 billion, up 136% in the first six 
months year. To curb such activity, Pe- 
king has recently raised export taxes in 
the SEZs by an average of 20-50%. gg 





less one 


China’s major companies 
untouched by shake-up 


By Louise do Rosario 


hen the Kuomintang held power 
in China half a century ago, there 
were the so-called Four Big Families of 
the Soongs, the Kungs, the Chiangs and 
the Chens. With unrivalled political 
backing, the Big Four ran vast business 
empires amassing enormous fortunes at 
a time of political and economic chaos. 
Today in China, there are the Four 
Big pers a жем China International 
Trust and Investment Corp. (Citic), 
Kang Hua Development Corp.. Ever- 
bright Industrial Corp. and China Eco- 
nomic Development Corp. Like the 
Four Big Families, the four state-owned 
corporations are politically well-con- 
nected, rich, and skilful in manipulating 
their position of power. Kang Hua, a 
target of the current economic 
crackdown, may soon lose its rank, but 
a dozen or so other corporations are 
equally qualified to take its place in the 
big league. These include Great Wall 
Industrial Corp., Huaneng Interna- 
tional Electric Power Development 
Corp. and North Industries Corp. 
Bach of these “super” corporations 
has among its senior staff influential 


| former ministers, vice-mayors, senior 


party secretaries and relatives of polit- 
buro members. As official windows 
of China to the outside world, they 
enjoy a series of privileges ranging from 
overseas borrowing powers to tax 
exemptions that make their business a 
guaranteed success. Tens of thousands 
of small-scale “briefcase” companies 


| may come and go with each political 


swing, but these politically backed 
giants have become permanent fea- 

























































































. tures of China's economic landscape. 
`. These companies are important vehi- 
«cles for China's business with the outside 
world, but, like economic cronies of the 





tO 
| serous competition or supervision. 
^... Unlike. state . corporations else- 
“where, China's do not make their ac- 
counts and deals public, so outsiders 
cánnot accurately assess their perform- 
ance. Also, it is not cléar how much 
the top executives, in charge. of bil- 
lions of renminbi worth of state assets, 
áctually make aside from their monthly 
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leaders, they are subjected to no 
















salary of Rmb 100-300 (US$26.87-80.60). 

Because of their political clout and 
international standing, these companies 
seem to be above the law and the 
periodic economic crackdowns. The 
same leaders who call for house-clean- 
ing have children and associates sitting 
in these companies as managers or di- 
rectors. The power of the party's discip- 
linary commission does not extend into 
these clubs for a privileged few. 

Kang Hua got the axe because it has 


been too greedy, too high-profile and | 


was unlucky. Aiming to be the second 


The crowded skies 


; Hongkong-Australia airline wrangle leaves passengers stranded 


px Ву Michael Westlake in Hongkong 


$ A two-year dispute over air traffic 
rights between Australia, Britain 
and Hongkong is blocking the introduc- 
tion of extra scheduled direct flights be- 
tween Hongkong and eastern Australia. 
"Asta result, flights are crowded, with 
‘load factors averaging 85-87%, and 
© would-be passengers are having to wait 
eeks to obtain seats. 
iven; the. firm. positions held by 
\ustralia’s Qantas and. Hongkong's 
Cathay Pacific Airways, the only two 
airlines offering direct flights on the 
route, it seems likely that the short-term 
solution of offering special extra flights 
will hàve to be used for the foreseeable 
future to meet some of the demand. 

Such flights are authorised on a 
monthly basis and are normally oper- 
ated only to cope with seasonal traffic 
Surges, They cause problems for travel- 
Jers wishing to plan ahead and for air- 
dines and travel agents. 

As far as Qantas is concerned, Hong- 
kóng's geographical position at the mid- 
point between Australia and Europe is 
at the crux of the argument. In late Oc- 
tober, Qantas offered a package of five 
extra flights a week between Hongkong 
and Australia ~~ three for itself and two 
for Cathay — phased in over two years. 
But. it also wants 11 routes from Hong- 
ong to London, Europe and North and 
outheast Asia. Included as a sweetener 
{ог Cathay were offers of two mid-point 
stops between Hongkong and Australia 

nd. new . Australian destinations, 
eyond Sydney and Melbourne. 
Qantas is unhappy about the balance 
f earnings between the two airlines. 
athay currently earns A$70 million 
US$58.1 million) more a year on the 
route because of its ability to carry pass- 
engers beyond Hongkong to other des- 





«services terminate in Hongkong. 
Cathay rejects Qantas’ calculations 
| and claims they are self-serving. “Qan- 
as seems to think it hàs a God-given 


—— 


маонй 





tinations In Europe and Asia. Qantas’ | 





j right to carry all passengers from | 


Europe who come into Hongkong and 
then go on to Australia, even though 
those passengers intend staying one 
day, two weeks or whatever in Hong- 
kong," said a Cathay official. 

He said air-service agreements 
(ASAs) regarded such stopover passen- 
gers as genuine Hongkong-Australia 
traffic and not, as Qantas seemed to 
think, Europe-Australia traffic. The of- 
ficial added that the Qantas offer of 
mid-point stops and extra Australian 
destinations were of little commercial 
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. when you have a moment. . .' 








value to Cathay, which wanted both air- 
lines to immediately put on two extra 
flights a week each and two more each 
by the middle of next year. He insisted 
that Qantas was offering nothing of 
value in exchange for its 11 proposed 
routes beyond Hongkong. 

Qantas argues that only half of 
Cathay's seats on the route are occupied 
by passengers originating from Hong- 
kong and Australia. It therefore claims 
that Cathay contributes to the lack of 
capacity on the route by effectively re- 
serving seats for passengers coming from 
or going to places beyond Hongkong. 
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Citic, Kang Hua grew into a conglomer- 
ate with 171 subsidiaries in less than two 
years. In addition, on the provincial, 
municipal and county levels, there were 
thousands of small Kang Huas using the 
name to wheel and deal. Because of its 
association with Deng. Xiaoping's son, 
Deng Pufang, and because it is still a re- 
latively young company with less at 
stake, Kang Hua provides excellent 


| propaganda material in the current eco- 


nomic shakeup. But other big com- 
panies will probably be left un 
touched. п 


Cathay points out that this argument 
would apply to any Qantas routes 
beyond ае It told the REVIEW 

0 


that it carries 20.000 transit passengers а 
year, just 10% of Cathay's tratfic on the 


| route from Australia to Hongkong, not 


all of whom continue their trips on 
Cathay. Some 26,000 transit passengers 
are carried by Qantas, it added. 

The dispute is complicated by : 
eral factors. The Hongkong-Lon 
route is at present a cabotage or domes- 
tic service and will be until China re- 
gains sovereignty over Hongkong in 
1997. As far as Britain and Hongkong 
are concerned, therefore, the route 15 
not available to Qantas. 

A further complication is Hong- 
kong's inclusion in the ASA established 
in 1974 between Britain and Australia. 
The 1974 agreement allowed Cathay, 
then a regional airline, to fly to Austra- 
lia in return for British Airways (BA) 
gradually relinquishing the route. BA 
now flies to Australia via Southeast 
Asia. Cathay, however, started flying to 
London in 1980. As a result, Qantas 
claims there are two British airlines 
on the route against one Australian 
carrier. 

Such anachronisms will disappear 
when Hongkong obtains its own ASA 
with Australia. But, after the break- 
down of round five of the airtalksin ~~ 
tober and no date set for round six, 


| one is betting when that will be. 


Lurking in the background is the at- 
tractive prospect of a route from Hong- 
kong across China and the Soviet Union 
to Europe. The route, now under dis- 
cussion, would cut about 90 minutes off 
present flying times. Such a route would 
naturally be attractive to Cathay, Qan- 


| tasand BA. 


Cathay considers Qantas’ expecta- 
tions naive and unreasonable. It wants 
more capacity added right away in the 
belief that other issues can be resolved 
later. Qantas believes Cathay is unfairly 
clinging to.a geographical advantage. 

While the arguments remain unre- 
solved, about 2,400 passengers a month 
~~ or two extra Boeing 7475 а week at a 
70% load factor — are opting to travel 
between Hongkong and Australia via 
Bangkok, Singapore and Manila. But 
even on these routes seats are also be- 
coming hard to obtain. п 





ЗУ NOVEMBER 1988 a: FAR EASTERN: ECONOMIC REVIEW: 


















General Management in CH-4002 Basel, Aeschenplatz 6, and in CH-8 
network (branches, subsidiaries and representatives): Europe: 
Monte Carlo, Munich, Paris. North America: Atlanta, Calgary, Chi 
Vancouver. Latin America: Bog 
East: Bahrain, Cairo, Tehran. Africa: Johannesburg. Asia: 


VV ers 


2 





When you see how vast and impersonal 
the world of investment has become, 


the only “private” aspect sometimes seems 


to be that it's your money at stake. 

On the other hand, the most private and 
personal way of keeping your money is 
probably to stow it away under the 
mattress. You've got to strike a balance 
somewhere. And we have. 

Along with our international team of 
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Swiss Bank Corporation and personal investment. 


How private is your investment? 


investment counsellors, we've developed 
a wide range of investment vehicles for 
the private client (a selection of carefully 
selected funds, our own "cash bonds," 
fiduciary accounts, discretionary port- 
folios, and so on). 

So when you're making your own 
personal decision, you can also make 

a professional choice. 

Privately, you'll be glad you did. 
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POLICIES 
War of words 


| 


South Korean lawmakers probe Chun's business ties 


By Mark Clifford in Seoul 


Op parliamentarians battled 
hard during recent hearings in the 
legislative national assembly to show 
how political favouritism and harass- 
ment, in which former president Chun 
Doo Hwan was thought to be directly 
implicated, underpinned a string of 
South Korean business deals. 

The assembly was investigating а 
series of forced corporate mergers in 
1986 and early 1987. But betrayed by 
their lack of experience, and an embar- 
rassing lack of coordination in their 
questioning, the lawmakers failed to 
land any knockout blows. 

The former chairmen of two com- 
me. the Kukje group and Korea 

hipping, which were broken up in con- 
troversial mergers, provided dramatic 
testimony. The former chairman of 
Korea Shipping, Yoon Suk Min, tes- 
tified that he was threatened by Chang 
Se Dong, the head of the National Sec- 
urity Planning Agency (NSPA, for- 
merly the KCIA) and the former minis- 
ter of finance, Chong In Young. 

"Chang Se Dong ordered me taken 
to a basement cellar and a director of 
the Office of Banking and Supervision 
tried to conciliate me, saying he'd 
guarantee my freedom along with a se- 
cure and comfortable life" if Yoon 
would cede control of the shipping 
line. 

“I was robbed and I have filed a law- 
suit for the return of the company." said 
Yoon. When Chang testified he blandly 
denied there had been coercion or poli- 
tical favouritism. 

In a separate hearing, former minis- 
ter of finance Kim Mahn Je took com- 
plete responsibility for the mergers and 
said the restructuring was carried out 
purely on economic grounds. But the 
pattern of favouritism shown to corpo- 
rations which were large donors to foun- 
dations controlled by the president and 
his family suggested otherwise. 

The major corporate loser from the 
glare of publicity seems to be the Hanjin 
group, the transport conglomerate 
which acquired Korea Shipping. Hanjin 
benefited from Won 421 billion 
(US$614.6 million) in loan write-offs, 
nearly half of the total write-offs 
granted to acquiring companies. 

It also received Won 373 billion in re- 
scheduled loans. The opposition claims 
Hanjin received favourable treatment 
because of its Won 2.2 billion dona- 
tion to the Ilhae Institute, which was set 
up for Chun to direct in his retirement. 

It appears unlikely the investigations 
will go much further, unlike probes into 
corruption of the Chun family. Law- 


makers have used the 
hearings primarily as а 
grandstanding plat- 
form, rather than a 
forum for gathering 
evidence under oath. 
However, some op- 
position parliamenta- 
rians have threatened 
witnesses with perjury 
indictments if new evi- 
dence emerges. 
Hwang Byung Tai, 
the chief policymaker 
for the opposition 
Reunification Demo- 
cratic Party, says legis- 





tical favouritism їп the future. 

As if in confirmation, the Defence 
Department announced at the begin- 
ning of September that it would no 
longer collect defence “donations.” The 
ministry said it had received Won 60.9 
billion in donations since the scheme 
began in December 1973, and its move 
was part of the Roh ad- 
ministration’s attempt 
to eliminate quasi- 
taxes. 

The Federation of 
Korean Industries 
(FKI) said quasi-taxes 
accounted for 0.74% 
of turnover last year, 
down from 0.82% in 
1986. By some counts, 
companies are spend- 
ing more on quasi- 
taxes than they are on 
research and develop- 
ment. The FKI call- 
ed for the abolition 
of eight quasi-tax 





regularity. "We are not concerned 
ith retaliation, but preventing the re- 
currence of these sorts of incidents, 
this sort of Gestapo style of eco- 
nomic management." says Hwang. At 
the very least, the hearings have 
handed the executive branch notice 
that the national assembly is un- 
likely to tolerate any gross poli- 





Divided loyalties 





О" of the more bizarre sagas of the 
corporate reshuffles of the past dec- | 
ade has been the long-running strike 
at Union Steel Corp., where employees 
unhappy with the current ownership of 
the nation's second-largest steelmaker 
have almost completely stopped pro- 
duction since July. 

Union Steel's striking workers have | 
demanded that the company be sold to 
à "conscientious entrepreneur." The 
shutdown has exacerbated a domestic 
steel shortage which has prompted the 
government to slap export controls on 
steel products. 

Government officials say that they 
expect the company to go bankrupt by 
the end of November, which will then 
allow them to auction it off. Union Steel 
was the only listed company in the basic 
metal industry to show deteriorating re- 
sults in the first half of the year. Turn- 
over fell 28% to Won 160 billion 
(US$230.2 million) and earnings drop- 
ped 11% to Won 6 billion. 

Union Steel, also known as Yonhap 
Steel, has had a succession of manage- 
ments. It was sold to the Kukje Group in 
1977. When Kukje was dissolved in 








lators are unlikely to including those 
press further unless the scandal-plagued 
there is clear-cut evidence of ir- | Saemaul movement, a rural develop- 


ment scheme. 

Preliminary figures show that corpo- 
rations donated Won 45.5 billion to the 
Saemaul movement, headed by Chun's 
younger brother who is now serving a 
seven-year prison sentence; Won 59.8 
billion to the Ilhae Institute, and Won 
23.6 billion to the Saesaedae foundation 
controlled by Chun's wife. 


ee 


Workers protest at steel plant’s new owners 


1985, Union Steel passed to the 
Dongkuk Group. The workers are un- 
happy that they were sold to what they 
regard as a second-rate business group 
and have taken advantage of the fr 
political environment to press their 
mands for a return to one of the pre- 
vious owners. Demonstrations have 
been staged in front of the national as- 
sembly. 

Former owner Kwon Chul Hun still 
owns 30% of the company while 
Dongkuk holds 51%. Kwon claims the 
loyalty of a third of the employees. 
Kukje apparently claims the loyalty of 
about a fifth and Dongkuk that of 
another fifth. 

The strike is expected to deal a fatal 
blow to Union Steel. Its only cash flow 
in recent months has been sales of stock 
and refunds of deposits for raw mate- 
rials. Top policymakers from the four 
major political parties met in early Nov- 
ember to discuss a solution for Union 
Steel. Government officials say they 
want to auction the company so there 
are по accusations of political 
favouritism, but that is unprecedented 
in South Korea. — Mark Clifford 
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instruments. i 

There's also our Multiple Opportunities 
Portfolio, an all-weather portfolio managed 
é: team headed by our Chief Investment 

Mrategist. As well as our Offshore Short- 
Term Investments, consisting of five single 
currency portfolios and a managed multiple 
currencies portfolio. 

Within each family of portfolios, you'll 
have free exchange privileges that allow 
you to respond quickly to changes in the 
global investing environment. And your 
transactions will be free from up-front 
fees, as well as exempt from U.S. with- 
holding taxes. 

To find out how you can enjoy more 
flexibility in offshore investing, return the 
coupon or call the Shearson Lehman 
Hutton office nearest you. 


о This advertisement does not constitute an offer of these securities. Please write or call for 


prospectuses, No shares of these securities will be sold to citizens or residents of Hong 
ong, the L.S, or any other country where sales may be prohibited. 








Shearson Lehman Hutton gives you a greater range of offshore investment pe 

than most private banks. So you're certain to find the balance that's right for you. ; 
Our Offshore Portfolios include ten diversified portfolios, which invest both globally | 

and regionally in equities and money market, fixed-income and precious metals-related 






















In Singapore: 


CALL (65) 222-8366 


Or write: Sandy Eu, Manager 
Shearson Lehman Hutton inc, 
4 Shenton Way, Shing Kwan House 
Singapore 0106 
Û] Please send me more information on Shearson Lehman 
Hutton's Offshore Portfolios. 


NAME (please print) 


ADDRESS 


CITY 


HOME PHONE TTT 
L1 PLEASE CHECK IF YOU ARE A BHRARSON LEHMAN 
HUTTON CUENT. 


SHEARSON OFFICE LOCATION 


NAME OF FINANCIAL CONSULTANT. 





A UPS, Our People Dont Just Take Your International Parcels They Take Responsibility For Them 


For further information call Australia: Rohlig Australia Pry Ltd * Tel 662 4099 Brunei: layapuri (B) Sdn Bhd * 
China National Foreign Trade* Tel 831-2928 831 3181 Hong Kong: LIPS* Tel 3-345402 Indonesia: PT Gk 
® ‘Trademark and service mark of United Parcel Service of America. Inc of USA 


lel (673-2) 20119/23664 China, People's Republic of 
Ња! Putra Indonesia* Tel 351424-3805702.343946-356314 





Су Ву Опе 


p international parcel or document will never leave our control 
Wherever in the newly extended UPS network it mav be going 
Everyone involved in your delivery is a vital part of the international UPS system 
Long before a LIPS partner or authorized representative is allowed to satisfy vou 
he must first satisfy us. And eighty years spent becoming the biggest delivery service 
in the LISA have made us very hard to please. Europe, The Pacific, Australia, North America 
Hidden in a maze of back streets or miles from anywhere. If its within our network 
* well not only get your package there, we'll tell you when it will arrive 
And that includes 600 million addresses in mainland China 
At times our passion for efficiency may seem extreme 
But we see little merit in being the biggest unless you get there by being the best 
Thats why everyone at UPS is dedicated to a single task 


Earning your trust. One delivery at a time 
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United Parcel Service 


As sure as taking it there yourself 








Japan: LIPS- Yamato Express Service Co, Ltd + Tel Ichikawa (0473) 27-6121 Korea: Korean Air Freight * Tel (02) 718-9141/5 Macau: United Parc: 
345402 Malaysia: United Parcel Service * Tel 7335677 New Zealand: FLI CARGO (N Z ) Ltd * Tel (09) 275 4009 Papua New Guinea: RLC Rober 





Ltd * Tel 675 251511 Philippines: DelBros, Inc * Tel 472241 Singapore: LIPS • Tel. 289-1111 Taiwan: UPS * Tel. 7170580 Thailand: LIPS • Tel 258 0( 


| As опе of the world’s leading wholesale banks, LTCB 
offers a comprehensive array of financing and merchant 
banking services in every major financial market. 


| In the Tokyo market, LTCB acted as lead commissioned 
bank for four out of the nine Samurai and Daimyo bond 
issues made in the first half of 1988. Worth ¥105 billion, 
the issues rank LTCB first among Japanese institutions. 


ILTCB has established a major presence in the Euro- 
market. In 1987, our affiliated securities houses lead 
managed 18 issues worth $2.2 billion. 


1 LTCB is an innovative financial architect in all markets. 
We are internationally recognized as a leader in currency 
and interest-rate swaps, as well as futures and options. 


| Ап in-depth understanding of global economies and 
financing practices supported LTCBS rise to become а 
leading provider of multinational M&A and joint-venture 
services. 


| As a leading aviation bank, LTCB is serving aerospace 
manufacturers and airlines worldwide through a variety of 
aircraft financing facilities. 


lll Expertise in long-term project financing made LTCB a 
natural choice to lead manage the historic Eurotunnel link- 
ing the UK and France, and the Second Harbor € rossing 
Tunnel in Hong Kong. 











Financing the Future == 


The Long-Term Credit Bank of Japan, Ltd. 


1 Office: 2-4, Otemachi 1-chome, Chiyoda-ku, Tokyo Tel (03) 211 5111 Telex 124308 
Zurich, Bahrain, New York, Los 


7 Toronto, Chicago. Dallas, Mexico City, Panama. Sao Paulo, Rio de Janeiro, Hong ык кш 
J}. Singapore, Beijing, Shanghai, Guangzhou, Seoul. Bangkok, Kuala Lumpur, Jakarta 
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ECONOMIC RELATIONS 


Market distortions hurt 


US semiconductor policy towards Japan only semi-successful 


By Charles Smith in Tokyo 


Ts years after Washington forced 
Tokyo to sign an agreement that was 
supposed to prevent Japanese manufac- 
turers dumping semiconductors in the 
US home market, the US seems to have 
decided that it is getting the worst of 
both worlds in the chip business. Ac- 
cording to one US observer, the agree- 
ment was a case of the tail wagging the 
dog because it aimed to protect 
semiconductor makers, while ignoring 
the interests of the far larger and more 
important computer industry, the 
a US chip consumer. 
e agreement has damaged US 
users interests by  intensifying a 
ridwide chip shortage which was ex- 
деа to arise with the switch from 
256K dynamic random access memory 
(DRAM) chips as the industry's stand- 
ard memory product to the more techni- 
cally demanding 1 megabit chip. Ironi- 
cally, it may also have served to benefit 
Japan. 

A downward adjustment in Japan's 
integrated circuit (IC) production, en- 
gineered by the Ministry of Interna- 
tional Trade and Industry (Miti) during 
the first quarter of last year as a means 
of placating US chip producers, resulted 
in a surge in prices — particularly for 
DRAMs. This translated into big in- 
creases in ie for Japanese Rode 
ers. According to one estimate, Toshiba 
Corp., the largest maker of | megabit 
DRAMs, may have derived 30-35% of 
its eer from DRAMs during its 1987- 
88 fiscal year. 

Direct action by Miti to limit produc- 
tion levels has not been the only market 

orting side effect of the chip agree- 

nt, say analysts. A problem about 
the “fair market value" (FMV) system 
which the US imposed to stop dumping 
is that it discourages investment in chip 
production facilities by forcing manu- 
facturers to charge unrealistically high 
prices for their chips in the early stages 
of production. This may have led to 
under-investment by the Japanese in- 
dustry in the 1987 fiscal year. By mid- 
1988, on the other hand, "fair market 
values" had become meaningless as a 
result of a surge in spot market prices. 

A second reason for US frustration 
with the 1986 "Suspension Agreement" 
(so-called because the US agreed to sus- 
pend anti-dumping charges against 
Japan in return for controls on prices) is 
that the US has failed to increase its 
share of the Japanese IC market in the 
past two years at anywhere near the ex- 
pected rate. 

Although the agreement said no- 
thing specific about market share, 
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Japan is believed to have told the US in- 
formally during the negotiations that it 
"understood" the US semiconductor in- 
dustry's desire for a 20% share of the Ja- 
panese market by 1991. The 10.696 
share held by US exporters in April- 
May 1988, 21 months after the agree- 
ment was signed, is far short of that 
target. The US, however, seems unable 
to decide who to blame for its lack of 
success. 

A representative of the US Semicon- 
ductor Industry Association (SIA), a 
lobbying group, told the REVIEW that 
Japanese IC users continually placed 
new hurdles in front of would-be US ex- 
porters, including demands that anv 





import tariffs, were originally imposed 
in spring 1987 when Japan was accused 
of undermining the chip agreement by 
selling cut-price chips to the US via third 
markets. However, they are now consi- 
dered an embarrassment by both sides. 
Yet lifting them without some evidence 
that Japan is taking action to increase 
the market share of imported chips is 
said to he out of the question. 

Faced with the evident failure of the 
Suspension Agreement, the US is plan- 
ning two important moves. The first 
would involve an attempt to rework the 
FMV formula into a device for checking 
individual dumping without distorting 
investment patterns. A second, broader 
aim is to get back into the mass-produc- 
ed memory chip market — an area from 
which US companies (with the excep- 
tion of Texas Instruments) withdrew en 
masse in 1985-86 as Japanese companies 
increased their chip output. 

Plans by Motorola to start producing 
1 megabit DRAMs in New Mexico 
using knowhow acquired through a 





company wishing to 
sell to Japan station a 
permanent staff of Ja- 
panese-speaking en- 
gineers in the country. 

Other US sources 
say Japanese obstruc- 
tion is impossible to 
document and, even 
if it exists, is not the 
main problem. The 
US semiconductorin- 
dustry, they say, has 
sacrificed its chances 
of selling consumer- 
related chips to Japan 
by withdrawing from 
that sector of the in- 
dustry in its own 
home market. That 
means that to achieve 
its target market 
share it has to win a 
proportionately bigger slice of the indus- 
trial-use market which accounts for 
about 60% of total Japanese chip con- 
sumption. 


A further irony is that Japanese chip 
makers — originally blamed by the 
SIA for deliberately blocking consump- 
tion of imported chips — have appa- 
rently made great efforts to increase 
their consumption of foreign chips. 
Meanwhile, companies that consume 
but do not manufacture chips have stuck 
more rigidly to using home-made pro- 
ducts. The largest Japanese chip maker. 
NEC Corp., is said to have already 
boosted the proportion of imported chips 
it uses in computers and telecommunica- 
tions equipment to more than 20%. 

US dissatisfaction with Japan’s chip 
imports is the main reason Washington 
has yet to lift its punitive sanctions on 
some US$150 million worth of imported 
Japanese electronics products. The 
sanctions, which take the form of 100% 








DRAM-producin 
joint venture wit 
Toshiba in northeast- 
ern Honshu repre- 
sent the first stage of 
this process. A sec- 
ond stage is the at- 
tempt by Sematech 
Inc., a publicly and 
privately funded US 
research agency 
modelled on some of 
Miti's research and 
development pro- 
jects, to develop 
manufacturing equip- 
ment for the 4 mega- 
bit DRAM. 

US analysts in 
both the private and 
the public sector see 
the attempt to re- 
enter the memory 
market as a strategic necessity given the 
danger of US computer makers becom- 
ing solely dependent on Japanese firms 
for memory chips. But the "window of 
opportunity" may close before US com- 
panies are ready to start turning out 4 
megabit chips in two to three years time. 

The problem is that while the US is 
researching the production technology 
for 4 megabit DRAMs, Japanese com- 

anies are already producing samples. 

y the time US companies are ready to 
manufacture chips, the current world- 
wide shortage of memory chips may 
have given way to a glut. 

The one point on which most US 
analysts seem agreed is that, if there isa 
glut of chips in 12-18 months’ time, Ja- 
panese producers will not be to blame. 
Japanese over-investment in memory 
chips intensified the glut of 1985-86. But 
investment by the big 10 Japanese mak- 
ers in 1988, though more than 60% u 
on last year’s levels, will still be well 
below the inflated levels of 1984. п 
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COMPANIES 


An engine of growth 


Indonesia's Astra group aims to boost export revenues 


By Jonathan Friedland in Jakarta 
|: 31 years of operations, automotive 
and agribusiness giant Astra Interna- 
tional has grown to become Indonesia’s 
second-largest corporate conglomerate. 
It has done so through access to plenti- 
ful state credit, the nurturing of key re- 
lationships with foreign — mainly Ja- 
panese — partners, and most of all 
through the professionalism and reputa- 
tion for honesty of its top management. 
The driving force behind the Rps 2.5 
trillion (US$1.47 billion) turnover com- 
үлү Indonesian-Chinese businessman 
illiam Soeryadjaya, can be proud of 
his creation. It is generally looked upon 
by Indonesians and foreigners alike as 
the best managed business group 
to have prospered during President 
Suharto's New Order era. 

Astra is currently embarking on an 
ambitious expansion programme which 
will see it strengthen its core businesses 
and move into the production for export 
of industrial paper, food chemicals and 
glass. These investments, which are 
aimed at quadrupling the Astra Group's 
turnover during the next five years, will 
make the firm even more integral to In- 
donesia's national development pros- 
pects. The diversification comes at a 
time of falling oil prices, sharply rising 
unemployment and increasing political 
uncertainty. 

The costly effort also raises impor- 
tant questions of corporate structure, 
ownership and financing, made all the 
more acute by Soeryadjaya’s dwindling 
role in Astra's day-to-day affairs. Ac- 
cording to Edwin Soeryadjaya, the 
founder's second son and company di- 
rector, Astra can grow only if it focuses 
outward, reducing its dependence on 
the import-substitution activities that 
formed the basis of its early success. In 
the process, some rationalisation of 

roup structure will have to take place. 
Gently. the Soeryadjayas have a 
stake in an estimated 197 companies — 
not all under the Astra banner — en- 
gaged in everything from hotel manage- 
ment to publishing and from motorcycle 
assembly to insurance broking. 

Also necessary will be a better 
weighting of Astra's now relatively tiny 
equity base to its ballooning debts, a 
measure that will force the family-held 
firm to seek outside assistance. Later 


| this month, a symbolic stake in holding 


company Astra International will be 
sold to the World Bank's Washington- 
based affiliate, the International Fi- 
nance Corp. (IFC), for US$12.5 mil- 
lion. This is the first in what is expected 
to be a series of moves to broaden com- 
pany ownership. 








The current problems of structure 
and ownership are a far cry from those 
faced by William Soeryadjaya during 
the late 1950s and early 1960s when 
Astra was getting off the ground. In 
those days. Astra was living on a hand- 
to-mouth basis, importing asphalt and 
trucks for government contracts. 

It was only in 1968, when Suharto 
consolidated power, that Astra's for- 
tunes changed. Parlaying cash from the 
sale of 800 Chevrolet trucks into a 60% 
stake in Gaya, the state-owned General 
Motors assembly plant, Soeryadjaya 
moved quickly to expand his contacts 
with foreign manufacturers. By the mid- 
1970s, Astra had obtained sole agencies 
for Toyota, Fuji Xerox, Westinghouse, 
Kodak and Allis Chalmers. 

Unlike other Chinese-Indonesian 
businessmen with close government ties 
who limited their activities to broking 
and trading, Soeryadjaya moved ag- 
gressively into value-added production, 
most importantly, assembly and distri- 





nicely. Astra's locally made Toyota and 
Daihatsu brands now account for 45% 
of total car sales in Indonesia. Astra-dis- 
tributed Peugeots, Renaults and BMWs 
(and soon Fiats as well) have held their 
own in meeting the still tiny demand for 
more expensive cars. The company's 
Honda motorcycle affiliate controls an 
estimated 6095 of the market. Success- 
ful too has been a cin d with Japanese 
heavy equipment manufacturer Komat- 
su. It has captured 52% of local heavy 
equipment sales in a country where 
some of the world's largest mining, pet- 
rochemical and civil engineering pro- 
jects are currently under way. 
Together, car, truck and heavy 
equipment sales account for 74% of 
Astra's revenue, which will climb from 
Rps 1.7 trillion in 1987 to an estimated 
Rps 2.5 trillion this year. Indonesia's 
complex and often confusing account- 
ing rules mean that Astra does not pub- 
licly disclose income from operating di- 
visions but it is generally believed that 
the lion’s share of net income, expect ` 
to total Rps 76 billion this year, сот 
from the car manufacturing operations. 
Other areas of Astra's business have 
not fared as well or, as in the case of its 
huge agricultural investments, have yet 
to pay off. The group's foray into com- 
puters and office equipment, along- 
side Digital Equipment Corp. and 


ASTRA'S GROWING MARKETS 





bution of vehicles. Astra affiliates now 
domestically manufacture everything 
from chassis to brake systems and car air 
conditioners. The 49%-owned Toyota 
Engine Indonesia last year started con- 
struction of a US$75 million engine 
plant. Its completion in 1990 will mean 
that the popular Toyota “Kijang” light 
van, designed for Indonesian use and 
destined for export throughout South- 
east Asia and China, will be an almost 
wholly domestic product. 

The focus on vehicles has paid off 


REVIEWDIAGRAM by Barry Lee 


Fuji Xerox, have yielded only modest 
revenues. So too has its construction 
arm, its investment in the Bali Sol 
Hotel and its fast-growing — though 
still relatively small — financial ser- 
vices business. Real-estate investments 
in the 1970s with Ibnu Sutowo, former 
president of Pertamina, the state- 
owned oil company cost the group 
dearly. More recently, poor manage- 
ment of its logging and plywood sub- 
sidiary, Sumalindo, forced Astra to 
take on Indonesian timber conglomer- 
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ate Barito Pacific as an equal partner. 

Overall, though, local analysts and 
foreign bankers say, Astra's successes 
far outweigh its handful of failures. 
Company management, now largely 

ler the authority of president Teddy 

chmat, is given high marks for a cost- 
reduction campaign which was carried 
out to help the car assembly affiliates 
through the past four — rather lean — 
years. The firm is also lauded for its 
adaptability and its shrewd business 





Chalmers and Kodak when better op- 
portunities emerged. 

It has also avoided many of the re- 
strictions placed upon Chinese-owned 
businesses through both its good re- 
lationship with the government and its 
willingness to absorb indigenous In- 
donesians (pribumis) into upper man- 
agement. The company's 23,000 em- 
ployees are considered well cared for 
and, as a result, loyal. 


“WE have succeeded because of 
God's grace and the dedicated 
and loyal professionals who believe in 
my father,” Edwin Soeryadjaya told the 

ЛЕМ. "Since the opening up of the 

nomy by President Suharto which 
has given opportunity to the private sec- 
tor, we have been there at the right time 
with the right products." 

The seriousness with which the elder 
Soeryadjaya views Astra's role as a con- 
tributor to national development can 
best be seen in the firm's bold expansion 
over the past decade into agriculture. 
Twenty separate Astra companies in 
eight provinces manage 40,000 ha of 
palm oil, rubber, hybrid coconut, cas- 
sava and fruit plantations. By 1992, say 
company officials, Astra hopes to have 
130,000 ha — primarily of palm oil — 
under cultivation. Finance for the ex- 
pansion has come under a subsidised 
credit scheme offered by the state banks 
with Astra's equity in the ventures ex- 
tremely highly leveraged. While ag- 
ricultural output now accounts for only 
7% of total revenue, the eventual target 
is 35% which, according to Rachmat, 
would put Astra alongside such Asian 
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sense. It shed sole agencies for Allis | 





agribusiness concerns as Sime Darby. 

As well as agriculture and the core 
car business, emphasis is being placed 
on the development of exports. Cur- 
rently, Astra’s export income amounts 
to a meagre US$200 million, one- 
seventh of total revenues, and results 
mainly from the sale of plywood and 
crumb rubber, neither of which are 
central to the company’s future pros- 
pects. 

While Astra is keen to boost the ex- 
port sales of its cars and motorcycles 
and has a comparative advantage in the 
weakness of the rupiah and Indonesia's 


cheap labour costs, it has not seen eye to | 


eye with its Japanese partners over the 
distribution of profits. Currently, a 


| small number of Toyotas and Daihatsus 


are being sold abroad in such marginal 
markets as Papua New Guinea and Fiji. 
Some 2,000 Honda motorcycles are to 
be exported to China. “The potential 
for greater sales is certainly there,” ac- 


| cording to an economist. “But the Ja- 


panese don’t like the fact that Astra will 
share in the profits. They still view 
Astra as a ticket to the import-substitu- 
tion market, not as an equal partner in 
the sale of exports.” 

While the disagreements with its Ja- 
panese partners are being sorted out, 
Astra has moved to build alternative fu- 
ture sources of foreign exchange. It is 
embarking on an ambitious 10-year 
US$653.8 million joint venture with 
Scott Paper Co. of the US to build an in- 
tegrated timber estate, pulp and wood 
chip plant in Irian Jaya. The company is 
also teaming up with a subsidiary of 
South Korea's Samsung Corp. to build a 
US$110 million factory making food ad- 
ditives, monosodium glutamate and 
lysine, for export to Japan and South 
Korea. An understanding has also been 
reached with the Michigan-based Guar- 
dian Industries Corp. to build an ex- 
port-oriented US$100-200 million car 
windscreen and industrial glass factory. 
Smaller projects are being initiated to 
manufacture rattan furniture, surgical 
gloves and umbrellas. 

In each of the new investments, 
Astra will take a minority stake and will 
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The Hotel Royal Taipei 
Old World refinement and 
sophistication that’s 
reminiscent of southern 
France. Along with 
uniquely personalized 
service that helps 
make a stay memorable 
Experience it 


hótel royal taipei 


37-1, Section 2, Chung Shan North Road. Taipei. Talwan 


Tel.: 542-3266 Telex: 23915 
Gabie: ROYAL HTL Fax: 543-4897 


se nikko hotels international 


For reservations, call your travel agent 
the nearest LRI office, Japan Air Lines office 
or Nikko Hotels Internationa: 

Hong Kong 5-234318, Tokyo (03) 281-4321 
Toll free in U.S. and Canada 
1-800-NIKKO-US-(645-5687) 
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remain a largely passive partner, ac- 
cording to Subagio Wirjoatmodjo, a 
company director. "In areas where we 
don't have knowledge or experience, 
we will rely on our foreign partners," he 
said. "We will provide the support [for 
the joint кешеншен our relation- 
ship with the authorities here." By tak- 
ing what is essentially a portfolio in- 
terest in the projects, he explained, 
Astra will assist in the government's ex- 
port drive and boost its own revenues, 
while at the same time avoiding strain 
on its management ranks. Astra execu- 
tives will instead continue to concen- 
trate on building the car manufacturing, 
agricultural and consumer financing 
business. 

Astra officials consider the provision 
of consumer finance to be critical to the 
growth of future domestic car and truck 
sales. The company has entered into a 
scheme with Bank Negara Indonesia 
1946 and is negotiating with two other 
banks to provide consumer instalment 
financing through subsidiary Raharja 
Sedaya. Lending and leasing operations 
are expected to be a fast-growing con- 
tributor to the group's bottom line as 
well as an important adjunct to Astra 
car and motorcycle sales. 

Until the rash of new projects start 
earning hard currency, Astra will be 
walking a fine financial line. Group cash 
flow has come under pressure because 
of dwindling margins on car and motor- 
cycle sales, the result of a government 
austerity campaign imposed in the wake 


| 





of the sharp fall in oil prices. Income as a 
percentage of overall sales has fallen 
this year and may well do so again in 
1989, 


T? help ease the strain on company 
finances, Astra successfully raised 
Rps 179 billion a year ago through a syn- 
dicated loan. In June, it placed Rps 60 
billion worth of bonds with its primary 
creditors; Bank Bumi Daya, Bank 
Dagang Negara and Bank Negara In- 
donesia 1946. These rupiah fund-raising 
operations allowed Astra to restructure 
a portion of existing debt — estimated 
to be US$500-600 million in both rupiah 
and foreign currency — and to raise 
local currency for its expansion drive. 
As one of the handful of Indonesian 
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The final financing effort of the year, 
not yet completed, will be a US$37.5 
million loan from the IFC for expan- 
sion of Daihatsu and Honda engine as- 
sembly facilities and for wood pro- 
jects. 

Tied to the last loan will be the sale of 
3-7% of William Soeryadjaya’s equity in 
Astra International to, IFC, the бте 
time 3 non-family or non-management 
member has been allowed a stake in the 
company. Edwin Soeryadjaya — who 
will likely be president of Astra when 
Rachmat retires — told the REVIEW 
that broadening ownership is essential if 
the group's overall Rps 1 trillion in as- 
sets is to continue to grow. 

"We will be seeking a listing in 
Jakarta," he said. "To continue expand- 





private companies that 
are internationally cre- 
ditworthy, Astra has 
also begun an overseas 
borrowing campaign to 
help fuel its expansion. 
In May, the Deutsche 
Genossenschaftsbank 
raised Dm 50 million 
(US$28.23 million) for 
the group. Chase Man- 
hattan Bank followed in 
June and November by 
successfully placing two 
separate — syndications 
totalling US$72 million 








ing, we need to look 
outside the family.” He 
indicated that Astra 
would likely wait until 
the Suharto govern- 
ment finished announc- 
ing its current round * 
deregulation measu 

before taking further 
steps in Indonesia. 
Overseas, Astra has 
been actively scout- 
ing for a listed Hong- 
kong company to pur- 
chase with the aim 
of injecting some аѕ- 


for Raharja Sedaya and sets and using it as 
for Honda  manufac- a fund-raising vehi- 
turer Federal Motor. | cle. п 








Under new management 


Astra tightens control of finance and trading firms 


hile Astra International is the 

Soeryadjaya flagship company, а 
half dozen family-controlled financial 
and trading firms have been run by 
eldest son Edward Soeryadjaya as the 
Summa Group. Most of these opera- 
tions, which include a Dusseldorf-based 
bank, a joint-venture leasing company 
with the Hongkong and Shanghai Bank- 
ing Corp. and a trading firm set up with 
Vietnamese interests, are now being put 
under the day-to-day control of top 
Astra managers. 

The re-organisation is taking place, 
in part, because the Summa companies 
complement Astra’s own newly 
strengthened financial services opera- 
tions. Another apparent reason is an es- 
timated USS25-30 million in share and 
bond trading losses incurred last year by 
Summa Handelsbank. 

The Dm 300 million-capitalised 
West German private bank was bought 
by the Soervadjayas in 1986 to serve as 
the familys European trade financing 
arm. Inadequate management control 
led to the loss, which was subsequently 
covered by the family. 





Apart from Summa Handelsbank, | 


which now has new management and is | 


concentrating on more modest lending 
operations, the other two main Summa 
financing companies, Wardley-Summa 
Leasing and Hongkong-based deposit- | 
taking company Summa International 
Finance Corp. (SIFC) are modestly pro- 
fitable, say group officials. Wardley- 
Summa, a hire-purchase operation 
which is 50% owned by the Hongkong 
Bank, is expected to earn income of Rps 
750 million on assets of Rps 35 billion 
for 1988. SIFC made a slight gain of 
US$150,000 in 1987 on US$50 million of 
outstanding loans at year-end. It is 
primarily engaged in short-term trade 
financing for Indonesia. 


With these financing institutions | 


coming functionally — if not in title — 
under Astra management, Edward 
Soeryadjaya will be left to focus his 
entrepreneurial skills on building 
Summa Surya, a consulting and trading 
company, and on further nurturing the 
growth of Indovina International, a 
Hongkong-registered firm partly owned 
by the Vietnamese Government. 





While Summa Surya serves largely as 
Edward's personal property develop- 
ment vehicle for projects in Jakarta, 
Bandung and Surabaya, the newly es- 
tablished Indovina appears to have a 
larger purpose. Registered in June 
1988, Indovina counts among its 
shareholders Fortrade Finance, a Swiss 
company owned by Imexco, the govern- 
ment of Ho Chi Minh City holding c 
pany. It hason its board the presiden 
Panca Niaga, an Indonesian state trad- 
ing company and its chairman is the 
head of the people's committee of Ho 
Chi Minh City. "We see Vietnam as 
being similar to Indonesia 20 years 
ago," said daughter Joyce Soeryadjaya, 
a director of Summa International Fi- 
nance Co. "There are great oppor- 
tunities there." Indovina has already 
conducted one US$1.5 million cement 
for scrap metal barter deal and is 


looking at ways to export Astra 
products — such as Kijang light 
vans and Honda motorcycles — to 
Indochina. 


Indovina has also applied to Viet- 
nam’s council of ministers to open a for- 
eign exchange bank and to start an air- 
line. “Air Saigon” aims to fly overseas 
Vietnamese home via Jakarta or Den- 
pasar with Indonesian national carrier, 
Garuda. — Jonathan Friedland 
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e word of international bank- | 
; made up of many different 
5. Customs, practices and tra- 
iffer from nation to nation, 
yusiness to business. To take 
advantage of opportuni- 
nternational business, you 
bank that bridges these dif- 
ces - without losing sight of 
ndividual features of client and 
iarketplace. 

The Deutsche Bank Group's 
-international 
experience and expertise we have 
gained as Germany's largest com- 
‘mercial and investment bank to 
work for your business, linking local ` 
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resolving the pen 
of tomorrow. 


The result of a process built up, year 
after year, by men who are attentive 
and sensitive, men who have turned 
programming into a means of rationa- 
lizing creativity in all the major sec- 
tors of construction. Men who have 
know-how to build works of majorim- —— 
portance : railways, motorways, brid- 
ges, industrial and civil constructions, — 
dams and hydroelectric plants, irriga- 
tion system, water treatment and pu- 
_rifying plants, nuclear power plants, 
. etc. Anorganization equipped to deal 
with all the needs of the customer: de- 
sign of works, construction manage- 
ment, management andalso the pro- 
vision of technical assistance, tran- 
sfer of know-how, industríal purcha- 
sing, organization of contract mana- 
gement as well as diversification in 
the sectors of financial engineering 
and counter-trade. 
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INDUSTRY 


By Carl Goldstein in Hongkong 


merican women are not pleased with 

the current offerings of the fashion 

industry, and Hongkong's textile and 
garment manufacturers are feeling it in 
their ledgers. Overall weak demand 
from the US retail market has the terri- 
tory's textile industry in the doldrums. 

Sales of Hongkong garments to 
Western Europe and Japan rose rapidly 
in 1986 and 1987, helped by the depre- 
ciation of the US dollar-pegged Hong- 
kong dollar against other major curren- 
cies. But the US still takes the lion's 
share of garment exports, so US market 
trends count for a lot. 

Since the fourth quarter of 1987, US 
ail garment sales have been weak. 
503 limp demand was initially blamed 
on last year's stockmarket crash, which 
led to a reduction in consumer spending 
_ | On non-durable goods. Now, however, 

‚ one culprit is held to be the absence of a 
clear fashion direction. Demographic 
change is another. 

Major US retailers, from up-market 
Saks Fifth Avenue and Bloomingdales 
to the mass merchandisers such as 
Macy’s, K-Mart and Sears, have been 
unable to define a fashion trend that is 
compelling enough to draw shoppers 
into the stores particularly іп 
women's wear, which makes up the 

. biggest part of all garment sales. 

Changes in the structure of the popu- 

- lation also play a part. The 14-24 age 
group, whose spending influences the 
market strongly, is growing more slowly 
than the 35-44 group, who were part of 
he post-war baby boom generation 
мс entered their teens in the 1960s 
` early 1970s. 
„„„ JS garment buyers and traders say 
that working women, especially those 
older than 30, are feeling ill-served by 
' fashions that continue to be oriented to- 
wards youth. As a result, they simply 
are not buying. at least not at the heady 
levels the industry attained through 

1986 and most of 1987. 

All this has an immediate impact on 
garment makers and the upstream tex- 
Ше sector in Hongkong, and also its 
main competitors in Taiwan and South 
Korea. But both countries have been 
partly insulated by continuing robust 
demand for their synthetic-fibre based 
garments. which helped counteract the 
negative effects of appreciation of their 
currencies. 

Hongkong's production is heavily 
oriented towards natural fibres. In the 
past this gave local manufacturers a leg 
up on their competitors in turning out 
more up-market fashions. Under cur- 
rent market conditions, however, it 
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Raysto riches — потоге 


` Changing garment trends in the US cause a downturn in Hongkong 


means many Hongkong companies are | 


more vulnerable to the downturn in de- 
mand for clothes made from natural 
fabrics. 

“Its a chain reaction," lamented 
Lawrence Chu, president of Chung 
Nam Weaving Factory and chairman of 
the Hongkong Weaving Mills Associa- 
ton. "It starts at the retailers, then 


works its way to importers and trading | 


companies, and then from garment fac- 


tories to the spinning and weaving | 


mills," he said. 
Hongkong shipped HK$41.53 billion 


(10555.32 billion) worth of garments in | 


the first eight months of this year. This 
represented zero growth over the same 
period in 1987. By contrast, the industry 
enjoyed 2576 growth in total clothing 
exports in 1987 and 16% in 1986, com- 
pared with the previous vear. 

Weak sales in the US are dragging 
the whole industry down, despite gains 
in Western Europe and other markets. 
US-bound exports, which account for 
45% of the whole, declined by 10% in 
the eight months through August, com- 
pared with a year earlier. Exports 


HONGKONG'S DOMESTIC 
GARMENT EXPORTS 


(Jan.-Aug. 1988) 


| Value | 
| (HKS billion) 


(Jan.-Aug. 1988) 


to the EC, on the other hand, rose 
by 15%. 

Hongkong manufacturers made 
good progress in the Japanese market 
during 1986-87, aided by the Hongkong 
dollar's sharp fall against the yen. But 
the relative yen-dollar stability of the 
early part of this year, together with the 
recent brief strengthening of the US 
currency, combined to make Hong- 
kong-made goods less competitive in 
Japan. 

When local stock exchange-listed 


REVIEWTABLE by Ricky Hut 


| textile and garment makers in Hong 
| kong issue interim reports for the six- 
month period ending 30 November, . 
| analysts are forecasting sharply lower 
| profits on moderately lower turnover. 
| Textile markers are being labelled 
| “sells” by most securities’ houses. 
Despite local companies shifting fac- 
| tories to South China in the past three or 
four years, the textiles and garment in- 
dustry still employs almost 360,000 
people — 42% of all manufacturing 
jobs. Last vear's shipments also ac- 
counted for 42% of Hongkong's total 
domestic exports. 

One measure of the weakness in the 
market this year is the price for buying 
quota allotments which allow the holder 
to export to the US market. This has 
fallen by as much as 50% im some 
categories, according to Texule sig: 








| editor-in-chief Kayser Sung. | 
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The quota system, which is adminis: 
tered by the Hongkong Trade ера 
ment, requires quota-holders to 
their full allotment — orloseit. Tem 
rary transfers are allowed, and 5 
companies will sell or even give away | 
one-time quota rights to avoid losing | 
their rights to future years. : 

The hardest hit by the market downs) | 
turn have been polyester blends, cote. | 
ton, ramie-cotton blends and denim. 
"You can practically give quota allot- 
ments away on some of these," said the 
head of a big Hongkong-based trading | 
company. Even so, some categories 
have remained strong, and Hongkong | 
will undoubtedly be able to use its entire. | 
quota for the US market. 

Another measure of the downturn’! 
the level of orders on hand. While рате | 
ment manufacturers typically had 
enough orders to sustain them for six 
months or longer during 1986-87, 10-1; 
weeks 15 more common now. Cautious 
buyers for the big US importers and re- 
tail houses have refrained from building: | 
up extra stocks this year. Most are 
waiting until the last moment to place 


































ment makers. 

This year’s fashion-dictated decline" 
in US jean sales and other denim 
clothes, brought about by the end of the 
craze for designer-label je 









mans, Bas led to 
a 30% decline in the price of denim 
cloth. Although raw cotton prices have: 
also fallen in recent months, rhe latest 
price was still 19% higher than a year 
ago. K. C. Hsu, executive director of 
Central Textiles, a major spinning mill, | 
said these prices meant that they were | 
losing HK5300 on each 400-Ib Баео. 
yarn, which now brings abou. 
HK$2,130 from local weavers. 
Sull, most local manufacturers and 
traders have survived downswings be- 
fore and seem able to take it in their 
stride. “After two flush years, how can 
we complain," said Chu. | 













































| COMMUNICATIONS 


| Tuning in to China 





i | By Michael Westlake in Hongkong 


final round of talks between the 
EE US. Government and China later 


| this month is expected to clear the way | 


T: for the Hongkong-based AsiaSat con- 
| sortium to launch a US-built satellite on 
i^a Chinese rocket in early 1990 to pro- 
vide domestic communications services 
to Asian nations. 
The consortium is a three-sided ven- 
| ture between Hongkong businessman 
Li Ka-shing's Hutchison Whampoa, 
London-based telecommunications 
giant Cable and Wireless (in which Li 
< has a 4.9% stake) and the China Inter- 
t. national Trust and Investment Corp., 
|< China's overseas investment arm. 
d. The consortium's plans are based 
| around the huge market for domestic 
communications and TV relays within 
China, but the satellite's main footprint 
ill cover a region from India to South 
Korea and Taiwan, with subsidiary 
beams covering Pakistan, Thailand and 
Peninsular Malaysia. Cost of the 
AsiaSat | satellite, its launching, insur- 
ance and two ground-control stations is 
- estimated at about US$120 million. 
| US congressional and administration 
"worries about possible leakage of US 
technology to China's space scientists, 
and particularly about China's US$30 
million launching price, which signifi- 
cantly undercuts alternatives, such as 
„а US Delta rocket or the European 
Ariane launcher, have caused long de- 
lays, but have now apparently been as- 
suaged. 
`- And with the US seemingly willing to 

















By Melinda Gipson in Washington 

in. l4 November 1984, as US as 
"tronaut Dale Gardner eased the 
stranded Westar VI satellite into the 
агро bay of a NASA shuttle, space in- 
surers, who. met a US$100 million claim 
n the satellite from Western Union and 


it, rang Lloyds of London's Lutine Bell 
>: herald of very good or very bad 
news, 

The bell called to attention space 
speculators whose imaginations were 
fired by the rescue. In it, and the under- 
writers’ offer to resell the satellite at a 
bargain price, they saw an affordable 
route: into the then-lucrative satellite- 
communications business. 

S However, it was nearly two years be- 


aid another US$11 million to rescue 








A mine in the sky 


Space speculators saw cheap route into communications business 


|. The go-ahead seems likely for Asia's first private satellite 


agree to AsiaSat, and possibly two other 
US-built Australian. satellites, being 
launched on China's Long March 3 roc- 
ket in return for Peking agreeing not to 
sell’ more of its Silkworm anti-ship mis- 
siles to Iran, the way seems open for the 
US to persuade the Paris-based coor- 
dinating committee on technology ex- 
ports to communist countries to issue an 
export licence for the satellite. 

Although China is the main target 
for the leasing of the satellite’s 24 trans- 
ponders, operating in the C-band at 4-6 
gigaHertz, on 31 October AsiaSat made 
a formal bid to Thai 
authorities to use the 
group's satellite for 
domestic communica- 
tions before the 
launch of Thailand's 
own satellite. 

Neither the satel- 
lite nor AsiaSat has 
found the going easy. 
The satellite 15 the 
former Westar VI, 
which was launched 
for a US company in 
1984, but failed to 
reach its proper orbit 
and was recovered in 
a spectacular salvage 
operation by the US 
space shuttle in 1985. 
It was later sold to 
AsiaSat by insurance 
underwriters at Lloyds 
of London via efforts 
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REVIEWMAP by BarnyLee 


fore Britain's Merrett Underwriting 
Agency Management received an offer 
for the crippled bird. Stephen Merrett 
was charged by his syndicate with find- 
ing a buyer for the satellite. The asking 
price was US$20 million (against the 
US$43 million AsiaSat is paying for the 
refurbished unit), but what Merrett ac- 
cepted initially was US$1 million in cash 
from a penny stock company in Nevada 
for a 90-day option-to-buy. 

Behind the company was a 37-year- 
old film and TV producer, Michael 
Johnson. Johnson is a gadget enthusiast 
and claims to have "pioneered the deve- 
lopment of a Multichannel Microwave 
Distribution Service (MMDS), a multi- 
ple-channel wireless cable TV system 
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made by various intermediaries, espe- 
cially businessman Michael Johnson, 
who was one of the four original 
partners in the consortium that evolved 
into AsiaSat. 

AsiaSat announced its purchase last 
year, but of its intended partners only 
Hutchison remains within the grouping, 
first known as Cedarwood. TeleSat 
Canada had intended, as a partner, to 
sell the group an Anik satellite with 
transponders in the higher кеек 
Ku-band to pair up with the former 
Westar VI, but is now a consultant to 
AsiaSat. 


Iso, British Telecom (BT) was in 

the original grouping but backed 
out — the REVIEW understands that the 
company, which is Britain's signatory to 
the Intelsat grouping which has a virtual 
monopoly on international satellite 
links, was concerned about possible em- 


with numerous international educ: 
tional and pay-TV applications." 

Johnson and his partner, songwriter 
Barry Mason, incorporated a company, 
Johnson Geneva (USA), in Nevada, 
and assigned to it the ownership of 
MMDS. On the basis of this, the com- 
pany was claimed to have a net worth of 
US$3.5 million. While company princi- 
pals claim MMDS has attracted the at- 
tention of an Australian pay TV net- 
work, the event which really brought it 
into the spotlight was an agreement 
Johnson signed in September 1986 to 
buy the retrieved Westar and plans to 
relaunch it over the Pacific Basin. 

With that announcement, the com- 
pany's stock headed for over-the- 
counter trading in the tiny Spokane, 
Washington stockmarket. Next stop for 
Johnson Geneva was the Vancouver 
Stock Exchange (VSE), a market which 
has attracted international renown for 
its speculative mining stocks. 

As Johnson explains it, the company 










Source: Asia Satellite Telecommunications. 
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barrassment if AsiaSat later chose to try | tions in remote areas. for about | 
to break into the international market. | US$60,000 each to serve the needs of, | 
Also, BT is believed to have considered | say, provincial authorities ог factories. | 
the return on investment unexciting, Price is also a major consideration. | 
and felt that with Thailand opting for its | AsiaSat's US$120 million to put the | 
own satellite, the politics were not en- | satellite into its geostationary orbit over | 


couraging. the equator near Southeast Asia — pre- 
AsiaSat’s logic seems compelling. A | cisely where is still being negotiated 
report by consulting firm Booz-Allen | with international authorities — in- 


and Hamilton says there is at present | cludes US$43 million to buy and reno- | 
about 30-35% excess transponder capa- | vate the satellite, US$30 million for the | 
city in the C- and Ku-bands worldwide, | launch, US$10 million each for two | 
but high insurance costs for new | tracking and telemetry stations in | 
launches and failures among existing | Hongkong (main) and Thailand (back- | 
satellites are expected to cut this back | up) and about US$25-30 million for in- | 
sharply during the 1990s, so transpon- | surance and other costs. This compares, | 
der-leasing prices will rise. Also, the In- | AsiaSat says, with US$150-200 million | 
telsat satellite over the Indian Ocean, | for a country to order a new satellite and | 
from which China now leases two trans- | have it launched, with a lead-time con- | 
ponders for domestic use, is becoming | siderably longer than that of AsiaSat. — | 
short of capacity. The group says it has the advantage | 
China also has two more domestic | over Intelsat, which is due to increase its | 
transponders on its own, far smaller | capacity with a new satellite over the In- | 
satellite, or a total of four. But Canada | dian Ocean in the 1990s, because Intel- | 
has four domestic satellites providing 80 | sat uses relatively low power to direct | 
| 

1 

| 





sponders, of which 65 are now in | huge streams of international traffic via | 
‚ So the potential for China's expan- | large ground dishes, while AsiaSat uses | 
sion as its wealth increases is enormous. | about five times the power via small dish- | 


| 
| 
| 
The transponders can be used to | es — thus reducing the cost of the | 
i 
| 





relay TV signals, and the demand for | ground stations. | 
entertainment is massive. While tele- AsiaSat also says its satellite will | 
phone infrastructure is lacking in pro- | have about double the power of In- 
vincial areas, a TV set needs only a | donesia's Palapa satellites over most of 
power supply. AsiaSat figures that | Thailand, where Palapa is a potential 
China now has about 80 million TV sets, | competitor for leasing transponders. 


up from 10 million about 10 years ago, While AsiaSat says all its planning to 
and about another 1 million TV sets are | date has been for domestic business 
being sold each month. within Asian countries, and that the 


And though AsiaSat says such com- | AsiaSat 1 footprint is far from ideal for 
parisons are simplistic, it points to the | high-profit international. communica- 
gap between Canada's 15 million TV | tions, it is not ruling out this business in 
sets and 80 transponders and China's 80 | future, if and when Intelsat's hold on 
million TV sets and four transponders | this field is cut free by changes in reg- 
as an indication of the opportunity | ulatory attitudes. And, it says, there are 
China's domestic communications mar- | other unlaunched satellites available, 
ket presents. The group can also set up | both asa backups, in case its 1990 launch 
.| small telecommunications ground sta- | fails, and for future expansion. 
"тт | 

ded 0531 million quickly to pay | was frozen by Canadian regulators and, | 
, Tett or forfeit the deal. Out of des- | by the time Johnson Geneva acquired | 
peration, Johnson called his boyhood | its shares in the merged company, the | 
friend Greg Brown, an associate of | stock had fallen to around C$6 a share. 
Adnan Khashoggi, then regarded as The experience left Johnson bitter 
one of the richest men in the world. *At | and suspicious of Pacific Star's manage- | 
first Khoshoggi didn't want anything to | ment which booted him off the board | 











cided he'd back a vehicle if he could | ousted because he would not comply | 
have a piece of it.” | with the information demands of North | 
American owners who were still looking 
T: fund-raising “vehicle” Brown | for a quick killing on the speculative 
found was a shell company listed | VSE. “What they didn’t realise was that 
on the VSE as Tangent Oil & Gas. | they had real gold here." 
Khashoggi's cut was only 400,000 shares Khashoggi's golden name began to 
of a total of 9 million issued in a re- | tarnish when he and Canadian business 
verse merger in which Tangent acquired | associate Dennis Fraser became linked | 
Johnson Geneva's assets and changed | with the debacle of the attempted US | 
its name to Pacific Star. arms-for-hostages deal with Iran, and 
The mystique of the internationally | the stock collapsed. Fraser still owns 
renowned arms trader rocketed the | shares, according to the most recent 
stock from 75 Canadian cents (62 US | stockholders list, while Khashoggi has | 
| cents) to C$22.50 in only three days. | sold out. But the stock is still inextrica- | 
| But others besides Johnson reaped the | bly tied to his fortunes. A recent series | 
че of the run-up. Johnson's stock | оп Khashoggi's ties to Tangent Oil & | 


| 
| 
| 
| 
| 
| 
| 
| 























do with a satellite project. Then he de- | last November. Johnson claims he was | рне) subscription tor 
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Gas in the Toronto Globe and Mail re- 
sulted in a slight dip in the stock price. 

To shake off the connection — and 
the scandals that have dogged another 
major shareholder, the Vancouver 
brokerage house of Canarim — Pacific 
Star has moved its offices to Phoenix, 
Arizona and has plans to consolidate its 
US and Canadian holdings in vet 
another company which Pacific Star of- 
ficials hope will trade on NASDAQ 
early next year. 

The more prestigious market could 
aid the US company in retaining a small 
share of the AsiaSat consortium which 
now includes three major partners: 
Hutchison Satellite, Cable & Wireless 
and Citic. 

The US company’s beneficial stake 
in the planned regional satellite system 
has shrunk to 6%, and the company is 
struggling with a series of private place- 


AGRICULTURE 


Seeds of revolt 


ments to meet its capital calls in the ven- 
ture. (The most recent private place- 
ment. aimed at raising USS200.000,. 
opened on 31 October.) A late summer 
offering was postponed when con- 
troversy over congressional opposition 
to shipping the US-made Westar to 
China for launching sent the stock from 
60 Canadian cents to its current 22 
Canadian cents. 

With anticipated further capital costs 
hovering around US$150-200 million, 
Pacific Star can anticipate a further dilu- 
tion of its holdings. 

For his part, Johnson still chairs a 
company called Pacific General Tele- 
communications Corp., the company 
that, with Hutchison Telecommunica- 
tions, formed Hutchison Satellite, a 
one-third owner with Cable & Wireless 
and Citic in AsiaSat. (Pacific General 
holds a 30% stake in Hutchison satel- 


Hanoi reverses collectivisation drive in face of protests 


By Murray Hiebert in Bangkok 
Hi is attempting to reverse the | 

unpopular drive towards collectivi- 
sation in the Mekong River delta which 
it unleashed in the wake of the com- 
munist victory in south Vietnam 13 
years ago. In recent months it has taken 
steps to return land to farmers which 
was confiscated in the late 1970s. The 
new policy has helped rice production in 
the delta jump to 9 million tonnes this 
year, an increase of about | million ton- 
nes over 1987, according to Vietnamese | 
agronomists. 

Directive 47, adopted by the polit- 
buro of the Vietnamese Communist 
Party on 31 August, calls on party offi- 
cials and state farms to return land ille- 
gally or arbitrarily appropriated from 
peasants. The directive admits that 
"party and state policies of the past had 
not actually encouraged peasants and 
agricultural production, thus causing 
many collectives and cooperatives to 
operate with poor results." 

Under the new policy, cooperatives 
which. in the words of one agronomist, 
"reshuffled land like dice" are to return 
individual plots to their previous own- 
ers. Local authorities also plan to open 
up new land in mountain and forest re- 

ions for ethnic minority farmers who 
ost their land when ethnic Vietnamese 
moved into their areas to set up "new 
economic zones" after the war ended. 

The new policy on land follows Re- 
solution 10, adopted in April. which 
downgraded the role of agricultural 
cooperatives, the cornerstone of 
Hanoi's farm policy for three decades. 
Under а revised contract system, pea- 
sants will now be allowed to keep about 


previously. The new policy insists that 
land still belongs to the state, but farm- 
ers will be guaranteed use of the same 
lot for 15 vears to encourage them to 
invest in improving the soil. 
The land reform policies of the com- 


munists after 1975 marked what one | 


Vietnamese agronomist described as a 
"broken dream" for many Mekong 
delta farmers. Many peasants had sup- 
ported the communists during the war 
against the US-backed south Vietnam- 
ese government because the revolution- 
ary movement in the north redistributed 
the large landholdings dating back to 
the French colonial period. Thanks to 
this land reform, which was basically ac- 
cepted by the former Saigon govern- 
ment in the early 1970s, the number of 
poor farmers with little or no land drop- 





ual plots. 
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Mekong rice harvest: indivi 


DAVID JENKINS 

















lite.) Pacific General. in turn, is half 
owned by OnPraise (a Hongkong com- 
pany owned by Johnson and some as- 
sociates) and Johnson Geneva (USA). 
now largely owned by Pacific Star. 
What little is not owned bv Pacific Star 
is traded over the counter in the US at a 
bid price of 12 US cents against an ask- 
ing price of 25 US cents. 

ohnson needs a calculator to figure 
out how much of his brainchild he still 
owns. With infectious good humour, he 
says, "It's not much, but it's more than 
the Wright brothers ever got of Boe- 
ing.” 

AsiaSat’s current partners could not 
care less about the venture's rocky past. 
“Frankly, we don't give a damn,” says 
AsiaSat planning director Robin 
Maule. "There's real money and real 
determination behind this project now 
and we intend to make it happen.” D 


| ped from 70% of peasant families in 


1955 to less than 25% by 1978. 

But Hanoi's rapid march towé. ~- 
collectivisation, beginning in late 1976, 
had disastrous consequences for the 
economy of south Vietnam. Farmers 
who feared losing their land and their 


| draught animals began chopping down 
| their fruit trees and slaughtering their 
half of their production, up from 25% | 


water buffalo and, by 1978, thousands 
of peasants joined the exodus of "boat 
people." Rice production in the 
Mekong delta, which reached 4.7 mil- 
lion tonnes in 1976 prior to collectivisa- 
tion, fell to 4.0 million tonnes in 1978. 
But as Hanoi slowed the collectivisation 
drive and introduced other reforms in 
the early 1980s production increased to 
6.9 million tonnes in 1984 and nearly 8 
million last year. 

But not all local officials are imple- 
menting the new land policy. prompting 
some of the first known public demon- 
strations in communist Vietnam. In late 
September and early October, two dif- 
ferent groups of several hundred fa 
ers from Tien Giang province in we 
Mekong delta staged protests in front of 
the Ho Chi Minh City theatre, the na- 
tional assembly building under the 
former south Vietnamese government. 

Farmers in other provinces have 
mounted a letter writing ptg n to 
government offices in Ho Chi Minh 
City. The level of protest in Cuu Long 
povan in the Mekong delta and 

huan Hai province in south-central 
Vietnam reached such a high level that 
officials from these provinces were call- 
ed to Ho Chi Minh City for meetings to 
discuss how to resolve the problem. 

Cuu Long province, which collec- 
tivised farmers more rapidly than other 
southern provinces in the late 1970s, 
now faces the greatest difficulties in 
settling land problems, say officials. 
Hanoi Radio reported in mid-Sep- 
tember that the province had so far re- 
solved less than 49% of its land dis- 
putes. 
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KLM's global network now links 138 major cities in 77 countries. 
And we're still adding new names to our long list of destinations. 

We're also expanding our international fleet with the latest in 
ircraft design. Like the new 747-400 and 737-400. For a wider choice of 
ionestop service. And the new Fokker 100 for short European hops. 

But at KLM, the addition of new names and numbers really boils 
lown to one simple fact. And that's getting the business traveller ges A to 
$ quickly and comfortably. Test us, try us, fly us. eses 
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The Commerzbank report on German business and finance No.11/88 


International banking: 
fairer rules for the players 


The world's money and 
capital markets are becom- 
ing increasingly global. This 
process will be accelerated 
once capital transactions with- 
in the European Community 
are fully deregulated, and EC 
banks are free to set up shop in 
any one of the member states. 
The consequence of all this 
will be tougher competition. 


Of course, competition is 
a good thing in banking: it 
helps ensure that resources 
are put to optimal use, 
reduces the charges for exist- 
ing banking services and 
spurs the development of new 
ones. But these advantages 
are only realised in practice if 
the competing banks can offer 
their services within a well- 
defined official framework 
which establishes the ground 
rules and covers day-to-day 
business operations. In other 
words, banking activity has to 
be regulated by a supervisory 
authority. Up to now, how- 
ever, the standards applied by 
the various national authori- 
ties have differed consider- 
ably, artificially creating com- 
petitive advantages—and dis- 
advantages—between inter- 
nationally active banks. Yet 
the enormous rise in the vol- 
ume of cross-border capital 
flows over the past few years 
has made it imperative to 
provide internationally active 
banks with a level playing 
field. 

West Germany's Federal 
Banking Supervisory Office 
in West Berlin is strict, ef- 
ficient and yet liberal. It is 
strict and efficient above all 
as regards the standards 
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imposed on banks; the Super- 
visory Office is liberal in that 
it does not interfere with the 
banks’ day-to-day business. 
The stability of the German 
banking system is underlined 
by the fact that financial 
institutions hardly ever go 
bankrupt in West Germany. 
In order to protect creditors 
and safeguard the banking 
system, banks are required to 


tem and it also improves the 
standing and rating of the 
individual banks. In the 
short term, however, German 
banks might find themselves 
at a disadvantage vis-à-vis 
their foreign rivals. World- 
wide, equity capital is in short 
supply and thus expensive. 
The proposals of the EC 
Commission largely follow 
the recommendations of the 


Gross lending in the intemational financial markets 
(Bank loans, bonds, Euronotes and similar facilities) 
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Source: OECD 
meet exacting standards as 
regards their equity capital 
ratios. Consequently, the 
German definition of equity 
capital essentially takes into 
account only shareholder 
funds and retained profits. 
This is significant for lending 
operations as a bank’s credits 
and holdings may not total 
more than 18 times its equity 
capital plus reserves—a co- 
efficient of 5.6 %. Not least for 
this reason, the West German 
banks fare rather well in an 
international comparison of 
capital adequacy levels. In the 
long run, this enhances the 
stability of the financial sys- 


1984 1985 








1986 1987 1988 

Cooke Committee in Basle. 
This July, the central bank 
governors of the extended 
Group of Ten approved the 
Committee's suggestions for 
an internationally binding 
principle covering equity 
requirements. Three key 
features of the “risk-asset” 
method prescribed under 
German law—namely, ап 


equity capital definition, a 
weighting of risks in lending 
business, and coefficients for 
the ratio of equity funds to 
assets—are to be introduced. 
The rules are to apply from 
the end of 1992 and will serve 
as minimum standards for 
banks with international oper- 
ations. Yet national super- 
visory authorities are free to 
adopt a tougher stance on 
specific points of detail. 


Equity capital redefined 


There was disagreement in 
Basle on how to define equity 
capital, with a political com 
promise eventually produc 
ing a two-tier system. The 
first level contains the *hard" 
components of the so-called 
*core capital": share capital 
and disclosed reserves. A 
second group of items, includ- 
ing revaluation reserves, hid- 
den reserves, general pro- 
visions and certain surrogates 
like profit-sharing rights, rep- 
resent "supplementary capi- 
tal". However, the latter items 
are only permitted to make up 
50% of a bank's equity capi- 
tal—a point welcomed by the 
West German banks, who 
would have actually preferred 
an even narrower definition. 

The Basle agreement re- 
quires that a bank's equity capi- 
tal equal at least 8% of i*- 
risk-weighted assets—with со! 
capital alone amounting to 4 96. 
While West Germany's banks 
are well equipped to comply 
with this demand, this is not the 
case throughout the world. A 
number of Japanese and US 
banks, for instance, will find it 
necessary to increase their core 
capital substantially. 
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€ SOUTH Koreans have changed 
their tune. No longer is every conversa- 
tion punctuated with the lament, "we 
are a small developing nation with a 
large foreign debt, so it is unfair to ex- 
pect too much of us." The success of the 
Olympic Games and South Korea's 
fourth-place finish in the medals count 
has convinced South Koreans that their 
country has grown up at least to the 
status of a regional power. 

However, South Koreans still cannot 
shake the habit of pretending that they 
have a small, underdeveloped stock- 
market. Shroff doth think the Koreans 
protest too much. The market capitali- 
sation has doubled this year to more 
than Won 50 trillion (05873 billion). 
making it the third-largest market in 
Asia. While Tokyo is out of sight, Seoul 

a chance of overtaking Taipei. 

zh had a market capitalisation of 
US$124.7 billion at the end of Octo- 
ber. Or look at it another way: Seoul is 
now larger than Brussels’ market capi- 
talisation, which was US$42 billion at 
the end of 1987 and almost in the same 
league as Milan, which was US$113.3 
billion. 

More than 100 new companies have 
been listed this year on the Seoul ex- 
change, which now has 492 counters. 
And the equity market is becoming an 
important place to raise capital. This 
year to date, more than Won 6 trillion 
has been raised on the exchange, dwarf- 
ing previous years' figures. And despite 
more than a one-third expansion in the 
paid-in capital base, the index has still 
managed to show a 40% rise. 

@ RATHER than being carried away 
by bull-market euphoria, security au- 
thorities are making life a touch more 
difficult for the legendary "big hands" 

are supposed to be able to move the 
sa Ket up and down like a yo-yo, There 
was a whiff of scandal at the end of Oc- 
tober when six brokerage and stock ex- 
change employees were arrested for in- 
sider trading. Or, perhaps better to call 
it, "besider" trading, since the six were 
simply funnelling trades of rising stocks 
through their own accounts at margi- 
nally lower-than-market prices and tak- 
ing a little nick. The total take was 
реци compared with New York or 

okyo standards — about Won 400 mil- 
lion, according to prosecutors. 

Nevertheless, it was the first time 
that a ring had been nabbed for sec- 
urities violations, and authorities 
played the drama out in classic style to 
get the maximum shame effect. News- 
men from the country’s two television 
networks zoomed in on the suspects, 
who were roped together and clothed in 
drab blue prison garb, hanging their 
heads to express contrition as they were 
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Growing up is difficult 


booked. A wave of selling hit the mar- 
ket and there were rumours that the fa- 
bled big hands were closing out their ac- 
counts. 

But big hands must not be what they 
used to be in this age of democracy, and 
the market popped back up to end the 
week near its all-time high. Of course, 
timely assurances by securities reg- 
ulators that there would be no further 
arrests also need nudge the market 
higher. All in all, it was a reminder that 
just as political operators of the discre- 
dited Chun administration were fidget- 
ing under the glare of television cameras 
at national assembly hearings, securities 
operators, too, might find themselves at 
the wrong end of some unwanted pub- 
licity. 

€ THE market has rallied strongly 
since the beginning of October on the 
strength of easy money and soothing 
words, and Shroff agrees with punters 
who are expecting a sizzling finish to the 
year. President Roh Tae Woo told the 
national assembly on 4 October that 
“the administration intends to progres- 
sively deregulate the domestic banking 





MARKET CAPITALISATION OF 
KOREA STOCK EXCHANGE 





industry while liberalising the foreign | 
exchange and capital markets on a 
phased basis." Roh's remarks were 
enough to ignite the rally. With the cur- 
rent-account surplus running over US$1 
billion a month — it is expected to be 
about US$14 billion this year — and the 
government putting a squeeze on real 
estate speculation, money is flooding 
into the stockmarket. 








Shroff is impressed by the fact that 
securities regulators are using the bull 
market to push through needed re- 
forms. In addition to the unprecedented 
insider-trading arrests, they have prom- 
ised to eliminate false-name accounts, 
which allow investors to use aliases in 
their trading, by 1991. Authorities are 
also increasing the number of listed 
companies, strongarming firms to go 
public by threatening to cut off bank 
credit and bar them from the bond mar- 
ket. 
€ FOREIGNERS are still standing in 
the cold, their noses pressed up against 
the glass watching the festivities inside. 
This year they have been able to buy 
US$60 million in new South Korean 
scrip: a US$30 million tranche of the 
Korea Eurofund and а US$30 million 
convertible bond issued by Saehan 
Media. The Saehan Media offering has 
been disappointing. Although the issue 
came out near the bottom end of the in- 
dicated range, with a 65?5 conversion 

remium and a 1.75% coupon, the 

onds have been trading below par for 
most of the time since they came out at 
the end of September. 

The joint managers of the issue, 
Daewoo Securities and Citicorp Scrim- 
geour Vickers have been badmouthing 
each other to anyone who will listen. 
With 20 firms involved in a US$30 mil- 
lion deal, it is no surprise that there 
were some problems. But each side- 
accuses the other of unprofessionalism 
and broken promises. Vickers is un- 
happy that Daewoo (and other top- 
bracket firms) dumped the paper as 
soon as it was issued. That has left 
Citicorp, which is the market-maker, 
with a lot of the paper, though the firm 
says it is “only” holding US$3-4 million 
of the issue now. 

The post-mortems have tried to 
analyse what the Ministry of Finance 
(MoF) thought it was up to when it let 
what many see as a second-tier company 
sell its paper abroad with such aggres- 
sive terms. The more charitable say that 
Saehan was one of the only South Ko- 
rean companies that had a viable 
offshore project, which would ensure 
that the money was invested offshore 
rather than adding to the domestic 
money supply. 

The more cynical interpretation has 
it that because Saehan Media will report 
a loss for this year, it would not be eligi- 
ble to issue an iriternational convertible 
bond next year and so MoF let it issue 
while it still could. Whatever the 
reason, the MoF and underwriters 
learned an important, if embarrassing, 
lesson that foreign buyers of South Ko- 
rean paper will in fact distinguish be- 
tween different Korean companies. 
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COMPANIES 


Held to ransom 


Angry shareholders block Faber Merlin debt scheme 


By Nick Seaward in Kuala Lumpur 
He and property giant Faber Mer- 
lin Malaysia is facing bankruptcy, 
following its failure to win the approval 
of 75% of its loan stockholders for a 
massive debt restructuring scheme at a 
meeting on 5 November. The company 
has accumulated losses of M$280 mil- 
lion (US$104.4 million) and is in default 
on bank borrowings totalling about 
M$257 million. Total liabilities were 
M$418 million, as of 30 April. 

In a letter to the loan stock 
shareholders on 25 October, the com- 
. pany warned that “the implementation 
of the proposal is crucial to the sur- 


vival of the group and . . . every party | 


concerned may stand to lose if, for 


any reason, the proposal cannot be | 
implemented." The holders of 2.8 mil- 


lion units of a M$46.8 million 8.7596 
convertible unsecured loan stock 


(CULS) issue ignored the warning and | 


voted against the proposal. As a re- 
sult, the group is — in effect — being 


held to ransom by the holders of | 


0.67% of its debt. 

Without the approval of 75% of all 
classes of Shareholder: Section 176 of 
Malaysia's Companies Act forbids 
Faber Merlin from proceeding with its 
plan to reduce its capital under a scheme 
of arrangement, which is crucial to its 
restructuring proposals. 

Ata meeting held at the offices of the 
‘trustees of the loan stock issue, Mayban 
Trustees, votes representing only 5.29 
million of the 8.08 million present vot- 
ing stock were cast in favour of the re- 
structuring scheme. Since September 
1987, Faber Merlin has been in default 
on M$17.7 million of the CULS issue 
(REVIEW, 19 Nov. '87). (Ironically, the 
remainder had been converted into or- 
dinary shares at a premium to the pre- 
vailing market price by Faber Merlin’s 
controlling shareholder, Fleet Group. If 
Fleet had decided not to help out its sub- 
sidiary in this way, it would have had a 


clear majority of the CULS and the re- | 


structuring proposal would have been 
passed.) 
Although things look bad for Faber 
“Merlin, the management can draw 
comfort from the failure of a second 
meeting of the loan stockholders, call- 
ed on the same day, to get the re- 
quired 75% majority to begin legal 
proceedings against the company for 
failure to redeem the CULS. The re- 
moval of this threat of immediate legal 
action has given Faber Merlin a short 
breathing space to work out a revised 
scheme that will satisfy all the CULS 
holders. 
Under the scheme presented for 


| 


| 





approval on 5 November, Faber Mer- | 


lin was proposing a one-for-two rights 
issue. This enlarged capital of 529.5 
million M$1 shares was then to be re- 
duced to M$317.7 million new shares 
of M$1 each in a new holding com- 
pany, called New Faber, on the basis 
of an exchange of five old for three 
new. The CULS holders were then to be 
required to convert their stock into New 
Faber equity on a dollar-for-dollar 
basis. 

The fly in the ointment is a group of 
disgruntled CULS holders, headed by 
Kuala Lumpur dentist Tan Seow Than, 
which is demanding three sharesin New 
Faber for each M$1 of debt. It is be- 
lieved that this group is demanding par- 


ity with the bank creditors of Faber | 


Merlin, which are only being asked to 
waive their interest for three years but 
not to write off any of the principal of 
the group's outstanding loans of M$257 
million. 

The CULS dissidents argue that with 
the price of Faber Merlin's shares now 
hovering around the 37 M cent mark, 
they should be given three old Faber 
Merlin shares for every М$1 of loan 
stock to restore their capital investment 
to its former level while forfeiting all in- 
terest. Faber Merlin's deputy chief 
executive, Abdul Halim Ihsan, told the 
REVIEW that this idea failed to take into 


| 


| 


| 
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account Faber Merlin's net tangible — 
asset backing a share of around 50M 
cents, adding that the share price was 


depressed by publicity surrounding the 


group's financial problems. E 

At the moment, both sides have . 
reached an impasse. The CULS dissi- 
dents control some 2.8 million units. 
This would not, on its own, be enough 
to block the restructuring proposals but 
another group controlling 2.7 million 
units has been abstaining, giving the dis- 
senters about 35% of the units being 
voted at the meetings. 

Halim said that he will meet Tan on 
10 November to try to persuade his 


The restructuring scheme 


» Regrouping into four sub-holding 
companies, one for each of hospitality 
and leisure (mainly hotels in Malaysia 
run under the Merlin banner); pro- 


| perty development and management 


(mainly residential units of Faber 1 
perties); management services, im 
ments. 

» Restructuring of bank borrowing of 
some M$257 million, which involves 
waiving M$9.85 million in penalty in- 
terest and normal interest on all loans 
for three years from 1 May 1988. All 
bank borrowings to be converted to 
seven-year-term loans, with a two-year 
moratorium on repayments. 

» A one-for-two rights issue of 176.5 
million new M$1 shares at a discount 
price of 25 M cents, increasing paid up to 
529.5 million shares and realising 
net proceeds of M$40 million. This 
will be used mainly to complete pro- 


Static on the line 


Hongkong Telecom balks at full-size share placement 


| By Christopher Marchand in Hongkong 


he good news about the upcoming 

share placement by Hongkong Tele- 
com, the territory's phone monopoly, is 
that only 6.4-7.1% of the issued capital, 
instead of the originally planned 11%, 
will be sold by controlling shareholders, 
Cable & Wireless and the Hongkong 
Government. The bad news is that the 
inability to sell a larger stake will create 
a further share overhang when the con- 
trolling shareholders’ 15-month, self- 
imposed limit on selling more shares ex- 
pires. 

A sale of 11% would drain some 
HK$6 billion (US$769 million) from 
the market, and the Hongkong stock- 
market's relief at a scaled-down HK$3.9 
billion offering underlines the market's 
current fragility. 

The underwriters have opted for 
caution. The strategy behind a smaller 
offer is to ensure that the shares are 


comfortably anchored in core institu- 
tional holdings. 

Telecom's post-sale free float will 
still be far smaller than that of Hong- 
kong Bank, which ranks a poor second 
to Telecom as the market's second- 
largest capitalised stock. So the Hong- 
kong stock exchange's decision to let 
Cable & Wireless cut its post-placement 
stake from 79% to 76% — rather than 
7596, in line with usual rules — is open 
to criticism. The exchange could have 
stuck to the normal rule book, even if it 
meant that Telecom's offer price had to 
be reduced. But Cable Wireless’ 
stake could soon fall further if it sells 
shares to Peking-owned companies. 
These sales are not covered by the 15- 
month share lock up. | 

А redefining of the Hongkong Gov- 
ernment's holding as "public" is also 
curious in the light of past practice. 
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group to accept the scheme, but he re- 
fused to say whether Faber Merlin 
would be sweetening the terms being of- 
fered to the CULS holders. “I am not 
sure what approach we can take," he 
said. “[Tan] sincerely believes his plan is 
best for the. CULS holders.” Halim 
added that under the circumstances, 
however, the group feels the present 
scheme is the best possible solution. 


As for the reaction of the banks to | 


the failure of the scheme to be ap- 
proved, Halim said that two of them had 
already indicated their agreement to the 
restructuring of the loans. “I don’t think 
we’re going to collapse,” he said. 





perty developments: and refurbish 

hotels; |... 

» An arrangement involving the ex- 

change of five Faber Merlin shares for 

three M$1 new shares in a new holding 

company, to becalled New Faber. 

» The conversion of certain classes of 

debt owed by Faber Merlin into equity in 
v Fabe {һе basis of M$1 of debt 


creditors, | M$23.2 
ed to unsecured trade 


for all creditors to con- 

S into shares of New Faber 
on the basis of M$1 of debt for one New 
Faber share. Banks will be entitled to do 
so during the three years when the in- 
teres / + Non-bank creditors will 
be entitled to convert “at a date to be de- 
termined.” = ~ Nick Seaward 


More important, the conflict of interest 
in the Hongkong Government investing 
taxpayers’ money in a listed company to 
which it grants monopolies and then 
levies royalties has not been eliminated, 

government’s stake will fall from 

‚ to 7%. An oversubscribed offer 
will leave the underwriters with egg on 
their face, as waivers and rule redefini- 
tions would be superfluous. 

Some 60% of the offer shares will be 
sold in Hongkong, 26% in the US (as 
American Depository Receipts), and 
the balance in Japan and Continental 
Europe. London and Hongkong de- 
mand has been treated as inseparable 
components. 

Share trading liquidity, above aver- 
age earnings and limited institutional 
holdings of the market’s most heavily 
capitalised stock should ensure institu- 
tional interest. Flexibility also exists to 
cater for stronger-than-expected retail 
demand. The New York offer is espe- 
cially important, as popularity with US 
investors would make a large future 
offer by Telecom highly probable. 

Pricing will be fixed at a small dis- 
count to market values in the fortnight 


| TRANSPORT 


| Does Abacus compute? 


































Thai cabinet holds up airline computer scheme 


By Paisal Sricharatchanya in Bangkok and Michael Westlake 


ters about the adequacy of Thai- 
land's infrastructure and level of 
technology development is holding up 


| flag carrier Thai International’s partici- 


pation ina US$100 million computer re- 
servations system. 

The Thai airline proposed to the pre- 
vious administration of prime minister 
Prem Tinsulanond that it should invest 
Baht 1 billion (US$39.68 million) and 
take a one-third stake in the system, 
which is to be called Abacus and based 
in Singapore. A meeting of Prime 
Minister — Chatichai — Choonhavan's 
cabinet on 11 October had been ex- 
pected to give the airline the go-ahead 
to sign a partnership agreement with 
Singapore Airlines and Hongkong's 
Cathay Pacific Airways. 

But according to senior government 
officials; some ministers, expressing 
nationalistic sentiments, suggested that 
Thailand's infrastructure үүө be up- 
с sufficiently to allow Abacus to be 

ased in Bangkok. The cabinet failed to 
agree and consideration of Abacus was 
handed over to a committee of officials 
from Thai, the Communications Minis- 
try and the Ministry of Finance. 

Communications Minister Montri 
Pongpanich has indicated that if the 
committee finds the investment is jus- 
tified, then Thai should be allowed to go 


after the 9-24 November marketing 
campaign is complete. In advance of the 
placement, traders have sold Telecom 
shares in the market, in expectation of 


trend could continue, but would depend 
on market judgments on the ease of get- 
ting the desired number of shares in the 
offer. 
|  Telecom’s share price was un- 
changed àt HK$5.20 the day after the 
placement was announced. Stock trad- 
| ers expect an offer price between 
HK$4.85 and HK$5.15 a share, valuing 
the shares on a 14.5 to 15 times multiple 
of earnings in the year to 31 March 1989. 
The likely dividend yield would be some 
4,5% . 

Telecom shares, however, are also 
unlikely to recover their previous 20 
| times earnings multiple. Growth in in- 
| ternational fax, data and telephone calls 
(Telecom is a prime beneficiary of emig- 
ration from Hongkong) — and in non- 
regulated business — should ensure 
2076 annual earnings growth in the next 
few years. But competition and a matur- 
ing market will lead to a slowdown in 
profit growth. 





i 
i 
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| 
| 
| 
| 
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buying back at lower offer prices. This | 


| 


| 


d 


GC among Thai cabinet minis- | ahead with Abacus. To do otherwise 


would put the airline at a disadvantage. 
But he has said that national interests 
must be taken into account. 

Thai's participation in Abacus was 
not raised at the cabinet meeting on 8 
November. But the committee looking 
into the proposed investment is thought 
to have found that Thai's plan is sound, 
Its report is expected to be presented to 
the cabinet on 15 November. 

Abacus is intended to link the three 
airlines, and possibly other future Asia- 


Pacific airline partners, with a common | 


reservations and ticketing system, 
Other airlines would insert their 
schedules as subscribers. 

This will boost the partners’ market- 


| ing power among travel agencies and 


prevent them from being swamped by 
such giant reservation systems as Unit- 
ed Airlines’ Apollo and American Aite 
lines’ Sabre. Just as important is there: 
turn the partners would earn on their in 
vestment 
earn the owners about US$ 1.80, 

Abacus officials are cautiously confi- 
dent that Thai will participate as plan- 
ned. Industry sources point out that 
Thailand lacks the communications net- 
work, tax incentives and trained man- 
power needed to base Abacus in 
Bangkok. They also say that an official 
from the Communications Authority of 
Thailand has conceded that Thailand's 
facilities cannot match those of Singa- 
pore. 

The project is of great importance to 
Thai, which is anxious to maintain its 
share of Bangkok's rapidly growing air 
traffic. Figures from the Hongkong- 
based publication Travel Business Ana- 
lyst show that Bangkok handled 7.76 
million scheduled passengers from Jan- 
uary-August this year, an increase of 
20% over the same period last year. 

Comparable figures for Singapore 
were 8.18 million (up 11.9%) and for 
Hongkong, 9.53 million (up 15.9%}. 
Official growth figures for last vear 
were: Thailand 19.795, Singapore 
11.3% and Hongkong 19.495. The In- 
ternational Civil Aviation Organisa- 
tion, an arm of the UN, put overall 
growth in Asia-Pacific arrivals at 13.5% 
last year. 

Thailand is still benefiting from its 


1986-87 international Visit Thailand. 


campaign, which increased the number 
of tourists and raised the number of air- 
lines serving Bangkok. It is also gain E 
from the southward move 
Asian manufacturers, driven by 
preciating currencies and the ашар 
ty of cheaper labour, to Thailand. p 
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COMPANIES 


By Michael Malik in Sydney 


fter Rothwells, the Perth-based 

merchant bank, was put into the 
hands of a provisional liquidator on 3 
November, the much publicised *West- 
ern Australia [WA] Inc." was declared 
dead by a worried state Premier Peter 
Dowding. 

The axe fell on Rothwells after 
Dowding, who faces a state election by 
April, refused to use further state funds 
to stage another bail-out of the bank. 
The fact that he waited so long to act 
says something for the extraordinary 
loyalties of the small clique of Perth 
businessmen and politicians carrying 
the WA Inc. label, 

Rothwells, as the financier of huge 
bull market deals in the past few years, 
was mortally wounded in the' 1987 
stockmarket crash. Despite a A$380 
million (US$314 million) rescue package 
put together by the state government 
and some of Australia’s leading busi- 
nessmen, including Rothwells chairman 
Laurie Connell's closest “mate,” Alan 
Bond, it was the company's own direc- 
tors who called in the receiver because it 
could not meet debt payments. 

The provisional nature of the liqui- 
dation process means efforts will be 
made to trade the company out of trou- 
ble before a final decision is taken to 
; wind it up. Current market belief is that 
|. this is unlikely to succeed. In which case 
|| the company will only be able to pay cre- 
. | ditors 50 А cents in the dollar. 
|. “Dowding, who admitted the whole 
_ | episode would cause his party “consid- 
|. erable problems" at the polls, said he 
could not even help the more than 1,000 
.| small investors who desperately, but un- 

| Successfully, tried to withdraw funds in 
| |. the last days before Rothwells went into 
 receivership. Investors, Dowding said, 
had been warned. 
aa As asign of the government's new at- 
.| titude, he was appointing a five-man 
_| Commission of Accountability which 
-| would scan future government business 
VL deals. But it would not examine the 
past, which he said had already been 
| debated in the state parliament. 
|... There would now be a total rethink 
|. of the state government's investment 
|. Strategy, which saw the State Govern- 
ment Insurance Commission (SGIC) 
making huge investments in troubled 
Western Australian corporations. Its 
most spectacular deal was its purchase 
of a 19.9% stake in Robert Holmes à 
Court's Bell Group for A$160 million. 
| dt was taken at exactly the same time 
.| that Bond bought another 19.996, be- 
.| fore his eventual full takeover. The 
t SGIC still holds it share. 


















Death of 'Mates Inc.’ 


D . Australian state government refuse to bail out bank 


Dowding estimated his govern- 
ments exposure in Rothwells "in a 
worst-case scenario" to be about A$100 
milion, but other estimates put it 
higher. Dowding was assuming that a 
state government guarantee of a А$150 
million loan to Rothwells from the Na- 
tional Australia Bank had lapsed. The 
loan was retired before the provisional 
liquidation, but it is possible the 
liquidator will require the bank to re- 
turn it, in which case the bank тау turn 
to the state government as guarantor. 

Other Rothwells and Connell assets 
were subject to quick action by cre- 
ditors. Two days after the liquidation 
move, mining giant CSR repossessed 
Western Collieries, which Rothwells 
had agreed to buy, but on which it owed 
a final instalment of A$76.5 million be- 
fore the transfer of ownership. 

The Standard Chartered Bank also 
started selling 150 million shares in gold 
mining company Paragon Resources 
NL, which it held as a guarantee against 
à A$100 million loan to Connell's amily 
company, Oakhill, which is not affected 
by the Rothwells liquidation. An appli- 
cation by Connell for a temporary in- 
Junction to prevent 


| 








Dallas Dempster, уе! another Perth en- 
trepreneur, for a 56% stake in Pet: 
rochemical Industries, which was de- 
scribed at the time as little more than a 
few pipes and planning permission. The 
state government chipped in A$175 mil- 
lion for the other 44% — something not 
mentioned in Dowding's account of 
how much his government stands to 
lose. Connell used this money to buy 
A$350 million of bad debts from 
Rothwells to improve its balance-sheet. 


Anthony Rowley writes from London: 
In Britain, Bond is "dumping assets left 
right and centre," as one analyst ex- 
pressed it — not apparently to reduce 
Bond Corp.'s heavy indebtedness but 
more likely to help finance a rumour- 
ed bid for Lonrho, the London-based 
multinational led by “Tiny” Row- 
land. 

Bond's biggest cash-raising exercise 
came with 4 November's expected an- 
nouncement that he had sold his 14.9% 
stake in Stanchart for £165 million 
(US$310 million). Bond placed 
stake with various City of Londor. ... 
stitutions immediately upon expiry of 
the undertaking he gave not to sell be- 
fore Stanchart's rights issue period 
(SHROFF, 10 Nov.). 

Together with the £34 million Bond 
realised from the recent disposal of his 
stake in London-based unit trust grou 
M&G, the Stanchart sale gives him al 
of £200 milion — sufficient, analysts 
noted, to acquire a further 10% stake in 
Lonrho over апа 





Stanchart selling the 
shares failed in the 
Western Australia 
Supreme Court. 
Stanchart's law- 
yers told the court the 
bank was eager to sell | 
the shares because it 
was owed "a very 
large amount of 
money," estimated at 
A$102.5 million. The 
mortgage on the 
shares allows the 
bank to exercise its 
option at 70 A cents a 
share, which would 
raise about A$105 
million if that price | M 


4 





сап Бе achieved. | Bond: Stanchart sell-off, Seoses] about to make further 





] above the 20.596 
Bond already holds in 
the group. 

Lonrho does not 
welcome апу  ad- 
vances from Bond 
and Rowland has re- 
fused even to counte- 
nance a meeting until 
Bond puts his inten- 
tions in writing. One 
Lonrho executiv 
pressed doubts auy- 
way about Bond 
Corp.’s ability to 
make a bid given its 
current indebtedness. 

Meanwhile, Bond 
is understood to be 








Bond is a poten- 
tial buyer for a block of these shares. 

The exposure of Bond Corp. is a sub- 
ject of great interest in the market. On 3 
November, Bond managing director 
Peter Beckwith said the company had 
only A$12-18 million on loan or deposit at 
Rothwells, plus A$5 million invested by 
Bell Group subsidiary Bell Resources. 
Analysts, who had thought Bond had 


been propping up the merchantbanktoa | 


greater extent, at least until recently, 
were surprised by the statement. 

There is also, however, the A$350 
million Bond paid in July to Connell and 


| 
| 
| 





| 


asset disposals in Bri- 
tain. Negotiations are said to be well ad- 
vanced for the disposal of his 14.996 
stake in TV-AM (the ITV franchise 
holder for breakfast television) and of 
ITC, a film and television production 
company. Together these sales are ex- 
pected to raise up to £85 million. 

ITC was part of Lord Grade's busi- 
ness empire which Bell Group, then 
owned by Holmes.à Court, took over in 
1982. Holmes à Court also owned the 
14.9% stake in Stanchart before Bond 
acquired it via his takeover of Bell 
Group earlier this year. El 
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Export growth the ‘problem’ 


he single “problem” on Japan’s eco- 

nomic horizon is the external 
surplus, which has started to grow again 
after two years during which the revalu- 
ation of the yen caused it to contract. 
Economic Planning Agency (EPA) offi- 
cials say the government estimate of a 
US$70 billion current-account surplus 
for the current fiscal year (ending March 
1989) will have to be revised upwards in 
view of a resurgence in exports, and the 
slower growth of imports. Private-sector 
analysts believe the surplus for fiscal 
1988 could come close to US$80 billion. 

The EPA also expects GNP figures 
for the third quarter of 1988 to show the 
external sector of the economy once 
again making a positive contribution to 
growth. The external sector was a nega- 
“~a factor in the three consecutive quar- 

ending with the April-June quarter 
or 1988 (when GNP fell by 1% from the 
previous quarter's level). This negative 
external growth has allowed Japan to 
claim it has been "pulling its weight" as 
a member of the community of ad- 
vanced industrial nations, despite run- 
ning a chronic surplus on its trade ac- 
count. 

The shift back towards a larger exter- 
nal surplus is partly the result of factors 
outside Japan's control, such as a sharp 
fall in the cost of imported crude oil. А 
US$5 a barrel fall in the price Japan 
ра th for its oil may have cut as much as 

$500 million from the country's im- 
port bill in September and will continue 
to affect imports in November and De- 
cember. More important than cheaper 





oil imports, however, has been а surge 
in capital goods exports to developed 
countries. 

This reflects strong growth in the 
countries concerned rather than any de- 
liberate effort by Japan to boost ex- 
ports. But EPA officials admit that Ja- 
panese industry has fully recovered the 
competitive edge it lost after the revalu- 
ation of the yen. Most industries can 
now export profitably at an exchange 
rate of USS1:Y 125-130, the EPA be- 
lieves. 

An increase in the invisibles deficit, 
from US$980 million in March to 
US$2.59 billion in July and US$1.2 bil- 
lion in September, has helped offset the 
rise in the trade surplus. But the invisi- 
bles gap mainly reflects booming over- 
seas tourism expenditure. This may not 
continue in the second half of the vear 
when the holiday season ends. 

Officials fear that the strength of ex- 


THE EXPORT 
COMEBACK 


o growth in trade volume 











ports, combined with slower import 
| growth may cause the уеп to rise still 
further against the US dollar. Howeve 
this does not mean the economy face: 
repeat of 1985-86, when a sharp ap- 
preciation of the yen triggered a reces- 
sion. Rationalisation programmes by 
industries such as electronics, steel and 
cars, make manufacturing industry far 
less sensitive now to exchange-rate 
shifts than in 1985-86. Furthermore, the 
underlying strength of domestic de- 
mand ‘makes exchange-rate shifts un- 
likely to throw the economy off balance. 
Personal consumption is likely to re- 





main strong for at least another six. 


months as real i incomes continue to bes 





nefit from lower unemployment and i. 
higher overtime rates. Rapid increases | 
in investment by industry in new plant 
major. 


and equipment are another 
source of growth, at least in the short 
term. According to a Bank of Japan sur- 
vey published in September, investment 
in the manfacturing sector should rise 
by more than 23% in the current year 
over 1987 levels. 

Growth during the current fiscal year 
now seems certain to exceed the 3.75% 
forecast by the government, owing to 
the recovery in the external sector. T 
EPA is expected to publish. атемі 
forecast of around 4.5% within. amo 
Or so, but some  private-sec 
economists believe growth may reac 

5%. Furthermore, there is 
lack of inflationary 
wholesale prices actually: 
the July-September qua; 
same period last year. w ume: 
prices showed a modest rise of 0.9% . — 


A Charles Smith b 








Net 


Period profit 


% change 
on period 


Dividend 


Is change | нен) j 


Turnover on period 
8 


Comment 





A 
Н Зо June | Won 3.84b 


(US$5.5m) | 


*9.5 


Won 70.91b +22.9 


NH 
Increased domestic sales of South Korean synthetic textiles 
maker offset the effect of won appreciation. 





H30 June | Won 2.756 


(US$4.0m) 


+73.5 


n.a. 
(US$245.9m) (n.a.) Е 
Won 82.276 +22.8 


(US$118.4m) (n.a.) 


-— 
n.a. Higher net of South Korea's largest paper manufacturer 
touted fo increased x demand for dia inia 





Н З0 June | Won3.27b 


| (US$4.7m) 


Kyung in 
Energy 


~50.2 


T Won 250.1b 
| (US$359.9m) | 


“1.1 n.a. 


{n.a.) 





H30 Sept. | NZ$51.9m 
New Zealand 


-33.7 


NZ$557.8m* 
(US$345.4m) 


-04 (696) 


(same) 





(US$32.1m) | 


Y30 June | HK$1.12b 
(US$143.6m) 


New World 
Development 


+32.5 


| HK$5.29b 
(US$678.2m) 


*23.9 
(38 НКе) 


| domestic oil battered profs. — 


The 85% state-owned bank set. aside NZ$188.4m to cover | 
bad debts from corporate failures. 


50 HK¢*" | Hongkong property and hotels group's n 
property market and tourism growth. 





MIM 
Holdings 


| P25 Sept. | A$18.61m 
(US$15.4m) 


+40.1 


n.a. 
(n.a.) 


|A$35773m | 41833 | 
(US8296.9m) | 








H 30 Sept. [ ¥7.82b 
(US$62.6m) 


Toray 
industries 


+5.9 


¥280.38b *3.5 
(US$2.2b) 


#3 
(same) 


| Australian metals producer to increase lead and zinc output | 
at Mt. isa and Hilton mines. 


Earnings a share slipped from ¥5.81 to #575 for top 
Japanese maker of synthetic fibres. 





Mitsubishi 
Rayon 


H30 Sept. | Y 1.93b 


(US$15.4m) 





+5.5 


¥98.29b 


(US$786.3m) (same) 





H 30 Sept. | 
uH 


Tanabe 
Seiyaku 


¥4.74b 
(US$37.9m) 








к 


| 
| 
4 
af - 
-104 | 


¥97.64b 
(US$781.1m) 


+41 ¥4.25 





for plastic optical fibres. 


Major Japanese pharmaceutical maker primarily depende dependent i 


| 43.9 | ¥2.50 Ir acrylic fibres manufacturer developing new n markets | 
| (nil) | on drugs for circulatory diseases. 
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үре 3 pras Year agot 7 Nov. wedsury | interbank | interbank | interbank 
ERE i 1montht 3monthst 6 months? 
Australia | 1216 | 1244 | 147? 1 bills/bonds? 
Britain pound 0.566 0.563 0.587 0.561 Australi 15.50 13.75 13.78125 14.25 4. 
Canada dollar 1.226 1.204 1.206 1.325 aA 1450 
France franc 6.109 6,0435 6.362 5.686 Britain 13.00 - 11.875 12.125 12.125 
Hongkong dollar 7.8135 7.811 7.808 7.78195 Е 
india rupee 1500 | 1460 1415 15.30 Hongkong 9.50 7.6875 8.1875 8.3125 
indonesia rupiah 1,716.00 | 1,715.00 1,696.00 1,657.00 indonesia 22.00 i БЫ 21.00 п.а. n.a. 
Japan en 125.05 125.08 133.285 134.80 | 
Malaysia Ta 20875 2669 P Gan 2:582 Japan '870 | 399 4.375 4.51563 4.5625 
New Zealand ^ dollar 1.604 1.595 1.503 1.646 AE |] 
Pakistan rupee 18.6313 18.5314 17.83 17.45 | 
Philippines peso 21.392 21.392 21.04 21.43 Malaysia 6.75 ~ | $975 3.85 3.95 
Singapore dollar 1.9835 1.9975 2.048 2.05 E | 
SouthKorea моп 696.00 699.90 723.50 829.00 New Zealand 15.78 | 18,95 14.18 p 1415 
Sri Lanka rupee 32.948 32.938 32.206 33.50 Philippines 22.8125 = 13.50 14.00 14.00 
Switzerland franc 1.5005 1.492 1.574 1.374 - 
Taiwan NT dollar 28.09 28.33 28.62 30.23 Singapore 6.13 4.48 5.125 5.1875 5.25 
Thailand baht 25.18 25.22 25.56 25.90 M ES Е 
WestGermany так 1791 1769 | 1887 16715 South Korea d 14,80 
en Taiwan 5.75 5.01 3.75 4.50 5.30 
Banknote Official Communist j 
rate* rate countries Thailand 12.00 7.20 11.75 12.00 = 
| Bangladesh taka 29.50 32.20 China us j| 1000 | 8279 8.4375 8.75 | 875 
Brunei ud Nn Dr US$ = Rmb 3.722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt 
pataca 8.051 8.05 А eii 0.476 1 month 3months 6 months 12 monthis 
rupee 26.50 24.00 oviet Union 
kina | o0 862 0.88 | US$= Rouble 0.6218 us$ 8.375 8.6875 8.6875 UT 
Other: SDR1-USS1.34115, ECU1- US$1.1556, Laos £ Sterling 8 5 5 ias 
$815M$1.355, £1—HK$13.8661, US$ - New Kip 430.00 Van 425 4.4375 4.4375 4.4375 
3 months forward: Japan ¥ 124.464, Viet Р 3.875 4.00 4.00 4.00 
Hongkong HK$7.806, Singapore S$1.9843, einam, Swiss Fr. 4.8125 4.9375 4.9375 500^ 
TMiddlerate "Selling rate ЕЯ US$ = Dong 368.00 * 5 ы 
me Om 13.1875 13.1875 13.375 14.00 
Source: Telerate for spot and forward rates from Asian money markets, Republic Na- AS 10.375 10.625 10.875 10.875 











COMMODITIES 


tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak international Ltd for official rates, 















*long term 


Last sale to 7 Nov. 


d. ТУЕ 


** short term t offered rate 








BOND YIELDS (* 
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Source: Telerate, Vickers da Costa & Co. 




























Latest Previous ДЕ 3months | Year 
week ago ago ees 
London Я d US$: 
421.55 411.15 432.25 Domestic 3-5 yearst 
Copper New York (4) 7-10 years? 8.89 8.69 
Current delivery (Dec.) 1 aed 139.70 94,20 international — 3-5yearst 8.69 8.51 y 
Jan. delivery E 2 8.84 
Aluminium London (1) vii 7-10 yearst 9.01 9.03 
Current delivery (Nov.) 1,402.50 1,365.00 1,538.50 949,00 еп: 
Чап, delivery 1,320.00 Domestic 3yearst 4.19 | 4.39 3.62 
Tin Kuala Lumpur (2) 19.67 19.40 19.24 17.39 М Л0увагѕ + 489 | 5.11 4.72 
, Cotton New York (4) ;| International — 3-5yearst i | Mon 3.77 
Current delivery (Dec.) 56.19 55.66 54.50 67.25 7-10yearst | 494 | > 461 
Mar. delivery 56.62 Dm: | | 
Rubber KualaLumpur (9) Domestic 3-5 years" na. n.a. n.a, 
Current delivery (Dec.} 282.50 284.00 345.50 258.00 10 years" na. | n.a. n.a. 
; Mar: delivery 284,50 International — 3-5years! 5.54 | 5.86 5 
Paim Ой Kuala Lumpur {5) 7-10yearst | 6.18 6.45 6 
Current delivery (Nov.) 1,025.00 1,045.00 1,057.00 783.00 A$: 
,, dan, delivery 1,041,00 Domestic 3yearst | na | па n.a. 
Sugar i New York (4) 10 years t па. | па na. 
Current delivery (Jan.) Per ЫЗА 11.94 7.27 international — 3-5yearst | 13.28 | 13.09 11.66 
Mar. delivery | ; 7-10yearst | 1251 | 1251 | 1226 
Pepper Singapore — (10) | cs: | 
Sarawak Asta bik 100 432,50 422. 17.50 Ў d 
КБны ASIA apk- 22.50 I 1,085.00 Domestic Syearss* | 978 | 9.99 9.47 
Wheat Chicago 16) 10 А 995 | 904 989 
Current delivery (Оес.) 415.60 410.00 379.00 285.60 І 10 years . . . 
Mar. delivery 424.20 international! — 3-Syearst | 10.02 | 9.93 9.69 | 
‘Maize Chicago (т) 7-10уеагы! | 10.10 | 10.05 937 | 
Current delivery (Dec.) 278.00 278.60 306.60 180.20 £: | 
“Mar. delivery 283.20 Domestic Syears t na. | n.a. n.a, 
Rice Bangkok (8) 10 years t na | na па. | 
5% white fob 305.00 305.00 305.00 273.00 International — 3-5yearst! | 10.63 10.29 9.39 | 
Soyabeans Chicago (6) з 7-10years! | 10.08 10.09 9.69. | 
Current delivery (Nov.) 792.00 768.00 876.40 543.40 sd NZ$: i | 
Jan. delivery 804.00 | Domestic 3-5 years t 14.10 | 13.38 13.55 
Cocoa — London a 7T-0years! | 12.15 | 12.82 | 12.85 
Current delivery (Dec.) 849.50 790.50 983.50 1,091.00 international 3years* | 13.91 | 13.64 13:56 
Mar. delivery 844.50 7T-i0years' | 12.70 | 12.87 12.89 
Cotfee London a SFr: | 
Current delivery (Nov.) 1,081.00 1,072.00 982.50 1,248.00 ` 
Jan. delivery 1,101.00 de yearst | 4.36 | уон 3.86 
Petroieum Tokyo (14) | -düyearst 4.68 : 444 7 
Sumatran light 11.30 11.30 15.45 18.00 ЕСИ: 
Brent London (11) 12.30 12.30 n.a. 18.025 3-5 yearst 7.25 7.28 734 
AE 4 7-10 yearst 7.65 7.64 i 7.93 
(ijLatonne (2) Мака (3USSanoz  (djUStalb (5) M$atonne (6) USe a 60 Ib bushel i 
(7)USca56Ibbushel (8))S$atonne (9)Mcakg (1709$ a barre! Source: Telerate, Reuter. AAA corporate . t Government Source: Telerate. 















{10} S$.a 100 kg 
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EFFECTIVE EXCHANGE RATES. 


Weighted for 1985 trade with the countries shown pius the US and Canada and 14 European countries, Figures are for the week ended 5 November. 
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Economic Growth % (real) (1) 
1987 


1988 
International Reserves (5) 
Latest 


Year earlier 


| Trade Balance (total merchandise) 
Latest 3 months 


Previous 3 months 
Vo Year earlier 
Exports (7) 
Latest 3 months 
% change previous 3 months 
% change year earlier 
Imports (8) 
Latest 3 months 
+% change previous 3 months 
% change year earlier 


Consumer Prices 
e 
Latest 3 months index average 


change previous 3 months 
% change year earlier 


% change previous month 


US$12.86b 
(Aug.) 
US$10.11b 


apum 
july-Sept. 
= usa 5b 
~US$0.44b 
US57,78b 
-5.52 
+8.65 
US$8.59b 
+8.6 
+12.5 
July 80-June 81 = 100 
182.0 
(July-Sept.} 
+19 
+73 


A$133.5b 


9.4 
7-7.5 
US$19.05b 


(July) 
US$13.14b 


0980.510 
(Арсы) 


— US$0.96b 
US$12.11b 
435.87 
4.29.98 
USS12.63b 
432.18 
422.83 


Sept.-Dec. 1986-100 
107.96 


(Sept.-Dec.) 
-01 
+2.0 

Вт 823.31b 
(Маг.) 
+2.6(11) 


+29,4 


na, 


+USS0.44b 


(July-Sept; 
E eb 
4 US$0.81b 
US$17.49b 


+17.67 
+30.77 





US$17.04b 
+8.22 
+35.64 
Oct. 84-Sept. 85= 100(2) 
119.1 
(July-Sept.) 
+23 
+81 


HK$324.67b 


en 


US$5.56b 
(Мау! 
0986.436 


0583.396 
+17.8 
+48.7 


US$4.34b 
-2.5 
44.8 


1960-100 
772.0 
(Apr.-June) 
42.5 
+11.4 
Rs 1.74010) 
(Aug) 
40,8 
+18.0 





% change year earlier 


PHILIPPINES 


SINGAPORE 





= 


36 
3-4 


0995.300 


(June) 
US$$4.15b 


US$4.58b 
-4.9 
+59 

US$1.74b 

- 35.6 
-12.2 
.77-Маг, 78100 
313.96 
Quly-Sept.) 
*1.9 
+88 


Rps 36.281 





omic Growth % (real) (1) 
"1987 
1988 
International Reserves (5) 
i^ Latest 


Year earlier 


Trade Balance (total merchandise) 
Latest3 months 


Previous 3 months 
Year earlier 
Exports (7) 
Latest 3 months 
% change previous 3 months 
* change year earlier 
Imports (8) 
Latest 3 months 
% change previous 3 months 
% change year earlier 


Consumer Prices 
Base 
Latest 3months index average 


% change previous 3 months 
% change year earlier 


‘Money Supply (3) 
. Latest 


% change previous month 
% change year earlier 





(July) 
USS7.07b 


4 USS$0.61b(4) 
(Jan.-Mar:) 
- USS0.80b 
+USS$0.50b 


USS$4.08b(4) 
-10 
+34.9 
USS$3.47b(4) 
+3.2 
+36.8 
1980= 100 
128.6 
(Feb.-Apr.) 
~0.1 
311 


MS$55.67b 





5,05 
5.5-6.5 


US$0.48b 
Aug.) 
US$1.50b 
-USS$0.35b 
(June-Aug.) 
-USS0.27b 
-US$0.26b 


0981.876 
+15.4 
+26.4 


US$2.22b 
+17.5 
+27.6 


1978= 100 
404.9 
(Aug.-Oct.) 
#12 
+8.0 
P163.44b 
(May) 
*2.7 
+23.2 


8.8 
8-10 


US$15.65b 
(June) 
US$13.58b 


1 ui AW 
ау-Јиї 

0850.896 

-USS$1.11b 


US$9.79b 
+13.5 
+36.4 


09911.06 
+15.9 
+32.2 


June 82-May 83= 100 
104.4 
(May-July) 
+0.4 








SOUTH KOREA | 


12,0 
10-11.5 


US$10.68b 
(Aug.) 
USS3,41b 
* US$2.25b(6) 
(July-Sept) 


*US$1.70b 
* US$1.36b 


US$15.80b(5) 
+10.2 
+301 


US$13.56b(6) 
+73 
+25.7 


1985-100 
114.3 
(Quly-Sept.) 
41.2 
+7.0 


Won 45.12t 
Sept.) 





US$15.39b 
-07 
+58 


US$12,11b 
-15 





usaga, got 
(Aug. 
9570.396 
-5618,080(0) 
EE 
Ж M k 
8518.65 
Usa 9466! 
AAA 
+172 


18$47,880(6) 
33 
®@7.& 
1985: 100 
TOt. Y 
(June Aug.) 
unchanged 


+05 


¥ 395/76t 


wol ү 
к: 
бв 
„О OT 
{Арг диле 
SO. OD 
ӨЧ: 
993.91 
+з 
+@8,9 
USS4.29b 
+9.8 
1876-100 
(Apr: ыза) 





t Official and other estimates of GDP (GNP in Japan) (2) Consumer Price index A (3) М2 or currency plus bank deposits (4) Peninsular Malaysia only (5) IMF definition ot reservon 
pxceptfor Singapore (6) Customs basis (7) fob (B) cif (9) Excluding petroleum products (10) M3 (11) % change over past 3 months Sauce КИНО à 
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TOKYO: The Nikkei Index rose above 
28.000 points for the first time in three 
months. but the period ended mixed. 
Mitsubishi Steel closed at %910 
(0587.28), ир ¥10, ІНІ gained ¥160 
to € 1.290 and Hino Motors lost ¥99 to 
¥931. Renewed concern about Em- 
peror Hirohito’s health dampened sen- 
timent. Turnover was l.3b shares a 
day, worth ¥1.6t. 


HONGKONG: Sentiment cooled as in- 
vestors shied away from the market 
ahead of the US presidential election. 
Prices fell in light acing: Hongkong 
Land closed at HK$8.20 (US$1.05), 
down 40 HK cents, Cheung Kong lost 
25 HK cents to HK$7.25 and New 
World Development shed 50 HK cents 
to HK$11.50. Daily volume averaged 
400.44m shares, worth HKS617.55m. 


SINGAPORE: Investors held Баск 
from the market in the run-up to the 
US presidential election. Dealing in 
SIA propped up the market and the 
counter finished at S$12.10 (US$6.07), 
10 S cents up. However, other blue- 
chips were not so favoured and DBS 
closed 5 S cents down at $$7.35. Vol- 
ume averaged 12.9 m shares, valued at 
$$33.5m. 













KUALA LUMPUR: An absence of 
buyers early in the period caused share 
ae to drift lower in light trading. 

argain hunters pushed prices up later, 
encouraged by over-subscription for 
Arab-Malaysian Bank issue. MAS put 
on 20 M cents (7.5 US cents) to M$6.90 
and Rothmans 5 M cents to M$9.55. 
Volume averaged 6.2m shares, worth 
M$12.6m. 














BANGKOK: Stock prices declined 
sharply early in the period, though in- 
vestors later shrugged off fears about 
the upward trend for interest rates and 
tight money, pushing the index up mar- 
inally. Sun Shine gained 10.976 to 
aht 197.50 (0857.84). The biggest 
loser was New City, down 33.6% to 
Baht 198. Average daily turnover was 
3.99m shares, worth Baht 334.79m. 


MANILA: Mining shares closed higher 
in sluggish market activity. Blue-chip 
commercial-industrials were stagnant. 
Average daily turnover was 352.87m 
shares, worth P44.88m (US$2.10m). 
Marcopper Mining rose 35% to P 1.38. 
Gains were also made by Dizon Cop- 
per-Silver Mines, up 13% to P0.35; 
Atlas-B, up 9.5% to P26; and 
Lepanto-B, up 4.4% to P0.47. 


^0 

















US election unnerves investors 


INVESTORS became increasingly shy in the period ending 7 Nov., preferring the sidelines until after the 
US presidential elections. Seoul, Taipei and Bombay were notable exceptions. 


AUSTRALIA: Special sales provided 
some relief in a week of listless trading. 
with the index inching down. The sale 
of 19.8m Peko Oil shares to Santos at 
AS2 (US$1.66) was the highlight. BHP 
gained 6 A cents to A$6.79 and TNT 
rose 8 A cents to A$4.98. Bell Re- 
sources fell I5 A cents to A$1.30. Daily 
turnover averaged 100.74m shares, 
worth A$152.59m. 


NEW ZEALAND: 4 poor half-vear re- 
sult from the Bank of New Zealand be- 
cause of upward revision of bad debts. 
led investors to withdraw to the 
sidelines. This hastened the markets 
recent slide. Fletcher Challenge closed 
at NZ$4.82 (US$2.98). down 4 NZ 
cents. Brierley lost 5 NZ cents to 
NZS1.35. Volume was 39.76m. worth 
NZ$54.84m. 


SEOUL: Seoul rebounded from the 
previous period's losses to close near 
its record high. Financial stocks were 
strong on rumours of bonus share is- 
sues and industry restructuring. Insur- 
ance counters Ankuk Fire and Marine 
were up 13.1%. Daewoo Securities 
gained 8.3?5. Trading averaged 12.2m 
shares a day on daily turnover of Won 
243.7b (US$350.65m). 


BOMBAY: Prices fluctuated wildly but 
the market rallied on speculative trad- 
ing, with the index gaining 7.2576. 
Lower carryover charges aided senti- 
ment. Associated Cement continued 
its rise, jumping Rs 55.50 (US$3.83) to 
Rs 332 while Tata Steel gained Rs 85 to 
Rs 1.047.50. dias 1 non-specified 
scrips, Hindustan Brown  Boveri 
gained Rs 50 to Rs 900, 


































TAIPEI: Optimism after the govern- 
ment's formal approval of Formosa 
Plastics’ proposed naphtha cracker 
fuelled gains. Individuals returned to 
the market in force. Average daily 
turnover was down slightly at 
NT$39,58b (US$1.41b). Nan Ya Com- 
mercial Bank was up NT$72 to 
NT$683. China General Plastics 
gained NTS6, to NT$74. 

































NEW YORK: Prices finished lower in 
quiet trading on US presidential jitters 
and fears about the economy. Re- 
newed weakness of the US dollar and a 
slide in bond prices did not help, 
either. Total volume was 744m shares. 
The Dow Jones Industrial Average lost 
24.01 points and the Morgan Stanley 
Capital International Index was almost 
unchanged. 
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BLACK LABEL COMMANDS MORE RESPECT А, 


7 - C12) YEAR OLD: 


JOHN WALKER & SONS LTD., SCOTCH WHISKY DISTILLERS, KILMARNOCK, SCOTLAND B 











Where even a trip down the aisle 
is a is a priceless ex experience, 
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у 
ROYAL BRUNE! 


Touching the world, 











SINGAPORE RIVER TODAY 


For reser 


Hong Kc 


Hotel New Otani Regio эпа! Sales Office Vn Kuala Lumpur 5501109/5501110, Tix: MA 38642. Jakarta (2 21)331-90? (E xt. 290), TI: 42628 NPI JKT 


Reservatic 


... still flows around the 
Hotel New Otan 1 sack in 1819, 


Stamford Raffles, the founder of Singapore, landed 
at the mouth of the Singapore River. Today, quaint, 
old buildings and a bit of the old way of life still 
surround the Hotel New Otani. 

Being in the midst of the past is only one of the 

great advantages of staying with us. Of course, you'll 
also find all the facilities 
you’ve come to expect from 
a New Otani hotel. 


> ج‎ 9 P d " 

Q Ope New Cari 
E HOTEL NEW OTANI SINGAPORE 
177A River Valley Road, Singapore 0617. Tel: 3383333. Fax: 3392854, Tlx: RS 20299 SINOTA. 





vation and information, please contact The New Otani International Sales Office: Vn the Unites d States (800)421-8795. Toll-Free 
California (800)252-0197, Toll-Free, Hawaii (808)923-1555, United Kingdom (01)731-4231, The: 8950113. Japan n (03)221-2016, Tix: 24719. 


ong (5)292723, Fax: (5)861-3549, The HX 86025 


в are also available through Utell International, Int'l Airlines and Travel Agents throughout the world 








































FarEastern Economic 


Since it was founded in 
1946, the Far Eastern Eco- 
nomic Review has been 
dedicated to the indepth, 
authoritative analysis of 
the political, economic and 
financial affairs of every 
single country in the Asia/ 
Pacific region. Boasting a 
staff of over 40 full-time 
correspondents and jour- 
nalists located in ever 
country in the region, the 
Review is considered to be 
the leading publication on 
Asian affairs in the world 
and deemed essential 
reading for senior execu- 
tives in business, banking, 
government and the pro- 
fessions. 


Over 85 percent of the 
Reviews circulation is on 
prepaid subscription, and 
Review subscribers are 
primarily top management 
individuals who travel fre- 
quently, make key dec 
sions for their companie 
and wield enormous pur- 
chasing power. 





For a complete copy of 
the Review Subscriber 
Study 1986 please write 
on your company’s let- 
terhead to: 


Samuel J. Atlee 

General Manager — 
Marketing & Sales 

Far Eastern Economic Review 
GPO Box 160 

Hongkong 


or any one of our sales offices worldwide. 








Pacific Place, Hong Kong. 
The right place 
at the right time. 


Pacific Place, the largest commercial development ever under- ld ase Two will add a further off 

P taken in Hong Kong s Central Business District, is already proving Conrad International and 

tself to be the right place for business partments; and a r 
Phase One comprises a retail shopping complex, serviced apart complex 

d ments, the Hong Kong Marriott Hotel, and an office tower which 


| el Move your business to the right place at the rig 

was 100% pre-leased to some of the world's most influential companies 8: time ite = 

including American Express, ICI, IBM, and ABN Bank ole leasinc ts, Jone PACIFIC 
"= PLACE 


In early 1990 you will have the opportunity of being part of this 
mportant and successful development 








{| 


Mul 


Developer 


J Swire Properties Limited. 











| CLASSIFIED ADVERTISEMENTS 








BUSINESS OPPORTUNITIES 






FOR SALE BY TENDER 


SHIP REPAIR, WATERFRONT 


DEVELOPMENT SITE 
Located at Hope Harbour, Hope Island 
Gold Coast, Queensland, Australia 
Tenders are invited from experienced shiplift, slipway, 
ship-repair operators, to acquire and develop а 
&571m' freehold site with an adjoining 3059m* 
deepwater seabed leases, requiring an approximate 
capitalisation of $2.8 million, to bring into operation 
within 12 months; : 
-a75-tonne shiplift 
~ à 4755m" hardstand ship-repair yard 
~ à fully enclosed portal shotblast paintshop for 
20 metre length vessels 
~ а commercial/retail/accommodatian complex 
on balance 1816m’ waterfrontage site 
Current zonings in place forthe above uses. 


Tender documents available direct ftom Owner: 
Marina Developments Ply Ltd, P.O. Box 343, 
Runaway Bay, 4216, Queensland, Australia 
Fax (075) 30 8026 ~ Telephone (075) 30 8288 
Tenders close 12noon EST 

30 November, 1988. 





















` PERSONAL 


















BUSINESS 
MIGRATION 
OPPORTUNITY 




















THE AUSTRALIAN NATIONAL UNIVERSITY 
RESEARCH SCHOOL OF PACIFIC STUDIES 
— AUSTRALIA-JAPAN RESEARCH CENTRE 


PROFESSORSHIP 
in the field of Japanese Economy and the 


Australian-Japanese relationship 


: The University seeks to appoint a:senior scholar in economics, or a 
related field, to a chair in the Australia-Japan Research Centre. The 
appointee should have a distinguished research record and be ex- 
perienced in the study of Australia-Japan relations, with emphasis on 
ће economic aspects. The appointee will need to have experience in 
leading a multi-disciplinary research group with extensive liaison with 
both the public and private sector. Please obtain further particulars 
.| from the Registrar before applying. CLOSING DATE: 19 December 

1988. Ref: РА 27.10.2. SALARY: $Aust 65,349 p.a. APPOINT- 
MENT: To retiring age 65. APPLICATIONS should be submitted in 
duplicate to the Registrar, The Australian National University, GPO 
Box 4, Canberra ACT 2601, quoting reference number and including 
..curriculum vitae, list of publications and names of at least three re- 
` ferees. The University reserves the right not to make an appointment 
~ or to appoint by invitation at any time. 


THE UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYER 















































Move London Property irom Hong Kong 
Hampton § Song the leading UK Estate Agents can assist you to buy. sell, let, 


їйапарё and arrange finance for your UK house or flat. From £125,000 
Call Anrioushka Ducas оп 5-254418 or telex 61851 FPDHK HX 


OD HRSTEPACIFIC DAVIES HAMPTONS 


PCIE 248d four wo Exclunige Sarê Mong Кой, Arlington Street, London SWIA IRB Teler IFT 













For QUALITY response... 
advertise in this section. 





THE 


DIPLOMAT HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 


TEL: 01-235 1544 


TELEX: 9226679 DIPLMT G. 


Single: £49.95 + VAT 
Double/Twin: £64.95 -- VAT 


All rooms with private facilities, col- 
our television, direct dial telephone, 
hairdryers, coffee and tea makers. 
Substantial breakfast served in 
bedrooms. 

















i. 


For sale 3.3 acres of industrial land with 
a 152006 building, can be increased to 
600001, Existing lease optional can be 
extended for 5 years, Price Cdn. 
$1900000. Investment opportunity in 
the fastest growing area ОТ South Or- 
tario, only 30 min from Métro Toronto. 
Private sale: Manfred Missalla, 52 
Shieldmark Cr, Thornhill, Ont, Canada 
LIT 3T5 





This space is reserved for 
Classified Advertisements 


Reservations should be 
addressed to: 


International Classified Manager 
Far Eastern Economic Review 
15th Floor, 80 Gloucester Road 
GPO Box 160, Hongkong 
Tek 5-293123 Telex: 62497 REVAD HX 

















(CURRENCY 
| FORECASTING: BOX 
q STAYING AHEAD NONE 









Toronto, Canada 
Fibreglass Products Manufacturing Co. 


For Sale. Fully Established, profitable company 
with a strong customer base in the U.S.A. aad 
Canada. Products: Planters. Ash/Waste recepta 
cles. Indoor/Outdoor furnishings. ete. Workforce 
is mostly Chinese. Contact Serge Sachdev. Ark 
Fiberglass Products Iye. 1680 Midland Avenue 
Unit 412-15, Scarborough, Ontario. МІР 3C6 
Canada, 

Phone: (4161752-2050.— Fax: (416)752-2062 


` PUBLICATIONS 


тан шан чен ы 


OF THE GAME 


| Currency Confidential is a weel., 


forecasting service for dealers, investors ало 
business people. it shows you how you and 
your company can make a great deal of 
money out of currency fluctuations and 
movements in interest rates, 

Every week you will get an overall survey of 
ай he major currencies - where they are and 
where they are heading: explicit foreign 
exchange rate and interest rate forecasts as 

| well as explicit investment advice, 


Apply now for free sample copy to 
Room D, Euroatudy Publishing Company 
Y Ltd, Ludgate House, 107 Fleet Street, 


ndon, ECAA 2AB, England. 
—_ mn —— теа um wf 


JUST PUBLISHED 


The Newl 
Industrialisi 
Countries 


Challenge and Opport 
for OECD Industrie 


Documents the evolution of 
trade, industrial policy, 
adjustment issues, foreign 
investment and technology 
transfer between the six 
NIC's — South Korea, 
Taiwan, Singapore, Hong 
Kong, Mexico, and Brazil — 
and the OECD countries. 

1988; 155 pages; 
US$ 20.00; £ 11.00;FF 90. 

Order from: OECD 
Publications, 2, rue André- 
Pascal, 75775 Paris 
CEDEX 16, France. 

“Please send 

-copy(ies) of NIC's 
(7088011). 

benclose USS/£/FF am 














EDUCATION 
























University 
of Southern 
California 


Graduate 
School of 
Business 
Administration 


IBE 
yo P 


- 











vA University 
XAX D 
КАЛ Degrees 
BBA/MBA COURSES 
Private non-traditional unaccre- 
dited University offers external 
Bachelor and Master of Business 
Administration courses. Also Doc- 
torate (Ph. D) programme. 
There are no residential require- 
ments and the courses can be 
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heir skins are burnished red and 

brown under the sun, they look 
slightly hung over, and they resemble 
American civilian contractor types seen 
in Danang not all that long ago. In fact, 
they are Soviet aircraft mechanics grab- 
bing coffee and sandwiches from the 
snack bar by the decrepit passenger ter- 
minal at Danang Air Base. 

Vu Binh, a guide from Hanoi, insists 
they are not military people disguised as 
civilians. The Soviets, he says, are not 
hiding a single aircraft of their own in 
the revetments built by the Americans. 
The long grey noses protruding from the 
concrete barns are Soviet-built MiGs, 
sure enough, but they are all in the Viet- 
namese air force. These guys are just 
servicing the Vietnam Air Tupolev and 
Ilyushin passenger aircraft. 

Outside town the visitor stares at 
what GIs called Marble Mountain — 
Ngu Hanh Son or Mountain Like Five 
Fingers to the Vietnamese. From here 
Vietcong guerillas once shelled US 
forces. In a gaping cave in the rock, the 
Vietcong ran a crude first-aid station. 

It is 157 marble steps to the peak. 
Names in Chinese characters and Viet- 
namese are carved into rocks. Only a 
couple of US marines or army soldiers, 
it seems, paused long enough to inscribe 
their signatures. 

Having scrambled to the top, it is 
easy to see why US troops were not 
enamoured of the place. At the en- 
trance to a cave transformed into a 
pagoda, there is a plaque honouring the 
“hero” who survived a battle there and a 
women's artillery unit said to have "de- 
stroyed 19 American planes" down 
below by mortar fire. 

Back at the centre of town, what 
used to be the Marine Press Centre is 
now Frozen Fish Factory No. 14. A few 
blocks away is the old US consulate, 
transformed for a while into a “war at- 
rocities museum," now a picture house 


showing foreign videos — including 
"Platoon," а popular, officially 
sanctioned hit showing throughout the 
country. 


Across the river is the Nguyen Ai 
Quoc Academy that takes its name from 
"Nguyen the Patriot," which was what 


Ho Chi Minh called himself while a young 


radical in France. In the old days, the 

ramshackle structure was "Three MAF" 
— headquarters of the Third Marine 

Amphibious Force, including all the US 

marines in Vietnam. Now communist 

pu disciplinarians train young mem- 
ers there to serve as cadres. 

Memories of the Vietnam War flash 
by for this visitor on a drive through the 
streets of the city — home to about 
330,000 people, the area's only port big 
enough for ocean-going vessels and à 
pos light industrial centre as well. 

ack at the Oriental Hotel, a seedy way 
station, a couple of former guerillas talk 


LETTER FROM DANANG 











over glasses of lemonade about the war 
as they saw and fought it from the other 
side. 

One of the old Vietcong types, Tran 
Van Than, once a top provincial official 
with the National Liberation Front, 
clears up one nagging question: why did 
the Tet offensive break out a day earlier 
in Danang than elsewhere? It was all a 
mistake, Than admits. "There were 
some technical problems," he says. "The 
calendar was a day earlier here than in 
the North. We got the order one day 
earlier." 

Than, now 62, thin as a rake, with 
wispy, silvery hair, has a ready explana- 
tion for the eventual withdrawal of the 
Vietcong and North Vietnamese from 
the area. "Our object was not to occupy, 
just to cause casualties. During that of- 
fensive we wanted as many casualties as 

ossible among the GIs and the puppet 
South Vietnamese] troops" an 
achievement that helped shift public 
opinion against the war in the US. 

Beside him sits Vu Vuong Dan, 49. 
In 1975 he led an attack on a provincial 
headquarters at a town south of Danang 
that he had first hit seven years earlier 
during the Tet offensive. "There was al- 
most no fighting" in the final days be- 
fore the surrender of the Saigon govern- 
ment forces, he says. "Even one guerilla 
could capture 100 puppet soldiers." 


e still is not sure how to view the 
Gls, the men he fought and those he 
saw in civilian clothes on the streets and 
in bars near their bases. "Most of the 


“Our enemy was those who tried to kill 
the people. It was the American govern- 
ment — that was the enemy." 

That is the standard line for old-time 
guerilla fighters whose careers hardly 





Gls were forced to come here," he says. | 
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l Inside the citadel at Hue: tourism potential. 
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prepared them for the current economic 
war. Four hours’ drive north from here, 
through the Hai Van pass, twisting 
through steep slopes overlooking the 
sea, is the old imperial capital of Hue, 
scene of one of the bloodiest, longest 
battles of the Tet offensive. 

Now, ex-guerillas dream of drawing 
Western tourists and US dollars — to 
look at the ruins that are the legacy of 
the dynasty that briefly ruled all Viet- 
nam before gradually falling to the 
French colonialists in the 19th century. 

“We want to build this city into 4 
tourist centre," says Le Phuoc TI 
vice-chairman of the people's com 
tee — or deputy mayor — in charge of 
education and culture. Thuy and his 
boss, Nguyen Van Me, chairman of the 
people's committee, talk of the revival 
of Hue while recalling their glory days 
battling US marines and army soldiers 
for most of February 1968. 

The focal point of much of the 25-day 
battle — and the city's appeal for 
tourists — was the walled citadel built 
by the Vietnamese emperor Gia Long in 
the early 1800s. Thuy, now 46, who was 
in charge of Vietcong youth in Hue dur- 
ing the offensive, was based for much of 
the battle near the Palace of Supreme 
Harmony in which Vietnamese em- 
perors, ensconced on a gilt throne, re- 
ceived their callers. 

The last occupant of the throne, the 
Emperor Bao Dai, a puppet first of the 
French colonialists and then of the Ja- 
panese in World War II, fled to Fr: 
in 1946. “We enjoy many good tr 
tions which have many cultural valucs, 
says Thuy, sounding like a career tourist 
official. 

Nguyen Van Me, 40, is hoping enter- 
prises ranging from handicrafts and fine 
arts to textiles and seafood will bring 
some measure of prosperity. Me and 
Thuy both blame the US, at least in 
part, for the hardships of the city. 

“There are many consequences of 
the war which are not easy for us to 
overcome,” says Me, citing destruction 
of natural resources and economic in- 
frastructure, notably the forests beyond 
the rice paddies surrounding the city. 

Thuy loudly rejects charges that 
communist forces executed about 6,000 
residents of Hue — and dumped their 
bodies into mass graves — at the outset 
of the Tet offensive. “We executed 
some secret police and government offi- 
cials,” he admits, “but the number was 
— Donald Kirk 
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"Unlike me, my Rolex never n 


Placido I Jomingo, possibly the 
greatest living tenor, has one over- 
riding ambition — to help more 
people, all over the world, under- 
stand and appreciate the music 
he loves. 

To this end, Placido Domingo 
has learned 80 different operatic 
roles - an amazingly diverse and 
daunting repertoire, but also one 
which attracts the widest possible 
audience. He has also sung the 
lead role in 'My Fair Lady' and 
performed Zarzuela folk-songs, 
simply to interest more people in 
the power of music. In recent years 
his films, including ‘La Traviata; 
have given pleasure to many 
who discovered opera first in the 
cinema. Very recently, Placido 





METE 


سے ما 


THE ROLEX 


»MT-MASTER CHRONOMETER IN 


Domingo has completed the most 
ambitious opera film ever made, 
where his Otello is directed by 
Franco Zetfirelli. 


And now, Placido has added 


yet another career to his operas, 


films, videos and records both as a 
singer and a conductor. "My goal,” 
he says, "is to be a real Music 
Director . . . to bring together the 
best conductors and best stage 
directors and the best possible 
casts. 

So he has become Music Ad- 
visor to the Music Center Opera 
Association in Los Angeles, with 
the aim of building a new, world- 
class opera company. The range 
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I permission of the Royal Opera House, Covent G 
» 
eeds a rest. 
of Placido Domingos activities 
recalls the spirit of the Renais- 
sance, where the most gifted crafts- 
men excelled in as many related 
skills as possible. 

As a conductor, for example, 
he says, "The operatic conductor 
is like a Roman charioteer. He 
has a hundred horses on stage and 
a hundred horses in the pit. And 
he has to control them all” 

'To keep up with the ever- 
increasing demands on his time 
Placido Domingo, the Ambassador 
of Opera, relies on his Rolex.“This 
watch is perfect for me,’ he sa 
“because, unlike me, it never nee 


a rest. You could say it's {у 


one of my favourite 
ROLEX 


instruments.” 
of Geneva 
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“JUST ONE OF 
OUR PRODUCTS... 


Tornado — the world’s most power- 
ful, day or night, all-weather aircraft in 
service today. 

It keeps us in the front line. 

Just like Concorde supersonic 
airliner, Rapier low-level air defence 
system, 146 the world’s quietest jetliner, 
Giotto which intercepted Halley's 
Comet, and many others. 

British Aerospace today designs 
and builds more types of aircraft, 
defence and space systems апа has 
more collaborative agreements with 
more countries than any other company 
in the world. 


BRITISH AEROSPACE 


British Aerospace plc, 11 Strand, London. 


A Tornado ЕЗ Air Defence Variant (ADV) equipped with British Aerospace Sky Flash Missiles of No. 5 Squadron RAF. British Aerospace, as a partner in the 900 
aircraft Panavia Tornado programme, has developed ADV together with its missile systems as a long range interceptor. Tornado ADV and its sister Tornado IDS have 
been chosen or are in service with the RAF, German Airforce, German Navy, Italian Airforce and in Oman, Saudi Arabia and Jordan 
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AT SHANGHAI HILTON 
INTERNATIONAL, WE HAVE 
43 EXCITING STOREYS TO TELL. 


We are opening a new chapter in 
the history of Shanghai. 

Rising 43 storeys above China's 
largest city is Shanghai Hilton 
International. With eight restaurants 
and lounges, a modern health club, 
a well-equipped business centre, a 
fleet of chauffeur-driven limousines 


and, of course, the refined service you 
have come to expect from a Hilton 
International hotel. 

Now Shanghai has 43 everlasting 
stories to tell. 


For reservations call your travel 
agent, any Hilton International 
botel or Hilton Reservation Service. 





SHANGHAI 


HILTON INTERNATIONAL 


250 Hua Shan Road, Shanghai. Tel: 550000 TIx: 33612 HILTL CN 








Coalition solution 


Sim Kwang Yang should be com- 
mended for his excellent analysis of the 
Johor Baru parliamentary by-election 
[LETTERS, 2» Sept.]. However, I feel 
that Sim has been a little too optimistic 
in implying that there may develop 
among the Umno dissidents and the 
Chinese-based Democratic Action 
Party (DAP) an alliance in a multi-ra- 
cial framework. 

It cannot be denied that a two-party 
system will augur well for Malaysia. Al- 
though ethnic issues will continue to 
dominate the political process, Malay- 
sian politics will at the same time be- 
come increasingly issue-oriented. Pre- 
sently, it seems that only an Umno '46- 
DAP coalition can effectively challenge 
the Barisan Nasional’s monopolv of 
power. 

However, would the Malays accu , .1 
coalition comprising a party led by Lim 
Kit Siang and Karpal Singh? One major 
reason for the Umno '46 group's narrow 
defeat in the recent Parit Raja state by- 
election is that the present government 
was able to extract maximum political 
пке from its propaganda which рге- 
sented Lim Kit Siang as the second dep- 
uty prime minister alongside Datuk 
Musa Hitam, and Karpal Singh as the 
minister of justice in the ‘shadow 
cabinet’ led by Tengku Razaleigh Ham- 
zah. 

Thus, it must be considered as politi- 
cal reality that an Umno '46-DAP coali- 
tion will only be acceptable to the 
Malays if Lim Kit Siang and Karpal 
Singh no longer lead or are seen as no 
longer leading the DAP. In this regard, 
are these two personalities willing to 
withdraw from the political limelight for 
the sake of a more democratic and 
multi-racial brand of politics? Per s 
Sim, as one of the DAP leaders, .....у 
have some comments on this matter. 
Penang Hari Singh 


Bring home the bacon 


In your COVER STORY on Super Pig 88 
you enthuse about Taiwan’s pork ex- 
роп success on the Japanese market. 
et you fail to mention the decisive fac- 
tor in this market penetration: the 
proven fact that Taiwanese pork ex- 
ports — of both carcasses and cuts — do 
not respect the required minimum im- 
port prices when entering Japan. Im- 
porters of Taiwanese pork (concen- 
trated around Nagoya) are controlled 
by organised crime, which in turn shares 
the spoils (the fat margins between un- 
dercut import prices and domestic 
prices) for political protection from the 
customs service. 
Little wonder that the law abiding 
importers — federated in the Japan AA 
Meat Traders Association — lost mar- 
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Daewoo the level of high tech 15 very high indeed. 50,000 
feet if you consider the cruising altitude of the jet fighter for which Daewoo 
makes the critical center section. And not that much lower if you're talking 
about the fuselage work Daewoo has done on 747s and Daewoo's joint effort 
ses In helicopter manufacture with Sikorsky Aircraft. Not that aeronautics is 
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Daewoo's only experience in high technology. The same precision 
manufacturing is employed in Daewoos state-of-the-art work in construction, 
telecommunications, shipbuilding, electronics and heavy machinery. Why not 
let the same technology that enabled Daewoo to become one of the world's 
most advanced companies help your own company rise a little higher. 











ket shares with their legally priced qual- 
ity import pork from Denmark, the US 
and elsewhere. 

Given the Japanese authorities evi- 
dent hesitation to enforce their import 
laws on pork without discrimination, 
the only thing that finally cut short the 
glut of Taiwanese pork on the market 
was the discovery of residues of sul- 
fadizine, a carcinogenic livestock drug, 
in their meat early in 1988. 

Albrecht Rothacher 
Second Secretary 
Delegation of the Commission 


Tokyo of the European Communities 


Fund managers 


I am deeply concerned about the gross 
inaccuracies of your SHROFF column 
[10 Nov.] concerning Thai funds. Evi- 
dently you have not bothered to check 
the figures you quote with any of the 
reputable brokers or fund managers in 
the field. 

The International Finance Corp. 
(IFC) may be aware of its own affiliated 
Thai fund which was, you accurately 
stated, listed on the New York Stock 
Exchange in February 1988. However, 
it may not be aware that the Siam Fund 
was launched one month earlier in Janu- 
ary 1988; itis listed on the London Stock 
Exchange. It's total capitalisation ex- 





the distinction of being 95% invested 
unlike any of the other funds). 

Itis not Baring Brothers' Siam Fund. 
It is managed (and was launched) by In- 
dosuez Asia Investment Services, and 
the adviser is indeed Asia Securities 
Trading, but there is no conflict of in- 
terest in their advising (or, in the case of 
Yamaichi's Thai Investment Fund man- 
aging) another Thai fund, since they are 
not responsible for asset allocation for 
the Siam Fund. The entire discretion for 
stock selection rests with Indosuez Asia 
Investment Services. 
Hongkong Robert Lloyd George 


e The table showing performance of 
various Thai funds was supplied by IFC, 
a reputable and authoritive source. The 
term "Baring Brothers Siam Fund" was 
used as a kind of shorthand to describe 
this fund as Barings name figures most 
prominently on the front of the placing 
prospectus, though SHROFF acknow- 
ledges that the fund is managed (and was 
launched) by Indosuez. 

Both the Siam Fund prospectus and 
that of Yamaichi's Thai Investment Fund 


| state that it is possible that AST (Asia 


Securities Trading) may, "have potential 
conflicts of interest" with the companies 
managing these funds. This is because 
AST is free to make "investments on its 
own behalf or for other clients" as well as 
advising the two Thai Funds. 





ceeds US$100 million (and it also has 


A MULTITUDE OF VIEWS 


At Hotel Victoria in Hong Kong we pride ourselves on a 
multitude of breathtaking views. 


AUC TORIA 


A New World of Hospitality 


HONG KONG 
Managed by New World Hotels International 
Shun Tok Centre, Connaug Rood, 
Central, Hong Kong 
Tel: 5-407228 Telex: 86608 HTLVT HX Fax: 5-476912 
Reservations: Hotel Victoria 
Utell International World-Wide 





From our commanding position at the west side of the Central 
business district we look out over Hong Kong from all sides. 
Magnificent harbour views are the order of the day and 
evening in three quarters of our 540 rooms and suites. 

Our outlook on relaxation is equally pleasing. In fact, our 
more energetic guests will have the choice of a swimming 
pool, tennis courts, and о sauna and fitness centre. 


Executives will also enjoy the exclusive privileges of Dynasty 
Club floor. Plus a variety of fine restaurants and lounges. 

At Hotel Victoria one way or another you'll always 

find a view toward something special 





Benign presence 


My congratulations on your excell 
cover story on Japan's imperial syst 
[6 Oct. ]. 

As for those who feel that "the end 
the era of Showa is likely to reopen t 
debate about Hirohito's role in t 
Pacific War," the British newspag 
with headlines such as "Hell's waiting: 
the truly evil emperor" and those 25 
of his own countrymen who, in a 15 
Kyodo News Agency Poll, accused h 
of "being guilty for the war," they : 
totally wrong. 

Emperor Hirohito was, as it has be 
written, “a benign presence remo 
from military councils." 

While still wearing my US Mari 
Corps uniform (I landed in Sagebo 
the first day of the Occupation 
Japan), I became the American defer 
attorney of Field Marshal Shunro 
Hata, the highest-ranking militarv ¢ 
fendant of the 28 Japanese leader 
1946-48 Tokyo war crimes trial. 

When president Truman let it 
known that Hirohito would not be tri 
as a war criminal, I made it my perso! 
duty to see to it that everything that tc 
the true story of Hirohito’s role wot 
be entered into the record. I work 
with Hideki Toso (who, as prime min 
ter ordered the 7 December 1941 atta 
on Pearl Harbour and thus brought t 
US into the war) and all the other m 
tary defendants to this end. That tw 
year-long trial record, tells it all. 

New York Aristides George Lazai 


Adaptable history 


It is strange how history becomes 
written to suit the times. Bertil Lintr 
in his report Searching for a new roi 
[20 Oct.| refers to an oil seed project 
Burma, mentioned in an earl 
REVIEW article [27 Nov. '86], and sa 
"The ADB [Asian Development 
objected because of Burma's con... 
oilseed prices, low re-lending rates a 
the exclusion of more efficient priv: 
oil mills." 

Since these were objections ati 
buted to me and for which I was kick 
out of the ADB, it gives me soi 
amusement that it is now the AI 
which is credited with such foresight. 

The ADB president's actual co 
ments from that same REVIEW artic 
in reference to the Burma project, wé 
that "this project was amply justified 
its own merits," a view which resulted 
the board of member countries passi 
the project with only the Australian a 
the Us directors opposing. My interi 
advice was that it would destabil 
Burma. 
Sydney 



















Peter Nels 





Pseudonyms are accepted, but letters ir 
tended for publication in these columns mu. 
bear the writer's signature and address. 
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Small Wo 


Now theres an aircraft that offers a first-class way to 
gong ir routes at economy rates. Its the MD-11. 
e most efficient wide-body plane in the world. 

Now, instead of flying a 4-engine plane thats 
one-half full, you can fly a tri-jet specially designed to 
handle less-travelled routes more efficiently than ever, 
without sacrificing wide-body advantages. 

The MD-11 was built to be more efficient: with new winglets 
that save 3% of your fuel costs, 50% more available revenue cargo 
space than planes that are 30% bigger, and fuel control capabilities 
through fuel storage in the tail to provide lower fuel consumption. 

And thats just a small sample of the ways the MD-11 
can help you meet your long-range goals with all the efficiency 
in the world. 

MCDONNELL DOUGLAS 





COU КУО: SIE 


HE BORN LEADER. 





"'arEasternEconomie 




















Page 48. 


he Philippine island of Palawan, repository of the 

country's largest remaining tropical rain forest, has be- 
come the battleground for a last-ditch struggle pitting con- | 
servationists against influential logging interests. Palawan 
is being plundered; its forests are rapidly disappearing, and 
its marine life and coral reefs are being ruined by practices 
such as cyanide fishing. REVIEW correspondent James Clad 
and contributor Marites D. Vitug delve into the causes of 
the degradation and establish the link between Palawan's 
politics and the state of its environment. Lastly, they 
explore the possibilities of slowing Palawan's destruction. 
Cover photograph by George Moh. 





14 
Former South Korean president Chun 
^ 8s growing pressure to make 
ands for alleged misdeeds during 

nis rule. 


Page 16 

The implementation of Indonesia's 
new internal security agency Bakor- 
stanas shows little signs of a re- 
duced role for the military. 


Page 17 

Malaysia's dominant political party 
does a policy turnaround on land 
ownership for reasons of economic 
and political expediency. 


Page 23 

To change priorities from fighting in- 
surgents to defending itself from an 
external threat, Malaysia's armed 
forces invest in expensive advanced 
weapons. 


26 
The British Government comes under 
for its failure to ensure human- 
ııyııts safeguards in Hongkong after 
mid-1997, when China resumes 


sovereignty over the territory. 








Page 38 

Amid continued violence and after 
crippling strikes that nearly brought 
Sri Lanka to a standstill, pressure 
mounts for President Jayewardene to 
dissolve parliament. 


Page 42 

The Philippines’ top communist 
guerilla escapes government custody 
while attending a birthday party for his 
former jailer. 











Page 60 
WHERE TO PUT YOUR MONEY looks at 
the proliferation of options and fu- 


| tures contracts, the best US stocks in 


a bear market, investing in car- 
pets and the attractions of copper 
stocks. 


Page 70 

A growing number of illegal land pur- 
chases by foreign interests provoke 
anger and resentment among conser- 
vative Thai officials. 


Page 70 

Taiwan chemical group Formosa 
Plastics announces plans to build a 
USS1.5 billion plant in Texas as local 


r 





| Laos: Тһесабгеѕ до canvassing —— —— 


groups step up their protests against | 


pollution. 
72 


Reform of the Philippines’ coconut | 


industry by the Aquino government 
does little to 
crop yields and poverty among farm- 
ers. 


Page 74 

Political interference and the growth 
of private money lenders limit efforts 
by China’s central bank to curb the 
rapid expansion of credit. 


Page 80 

The start-up of a commercial TV sta- 
tion in Jakarta is the latest step by In- 
donesia’s Bimantara group to turn it- 
self into a ‘national asset.’ 


Page 83 

The rise of popular democracy under- 
mines the regimented and controlled 
economic policymaking of South 
Korea Inc. but fails to offer a clear al- 


| ternative. 


Page 92 

US computer group NeXT unveils a 
‘milestone machine’ which features 
an erasable optical disk offering huge 
storage capacity. 


improve declining | 


ре 





Vol. 142 No, 47 


m 


CONTENTS 7 


REGIONAL AFFAIRS 


South Korea: A case to answer - = 14 
Japan: In search of a tax pax 14 
Indonesia: Intelligence influence 

Return to the past 
Malaysia: Policy turnaround — 

The absent quests SS SSS т аул 
Defence: Enemy spotting 23 














Hongkong: A blast from Geneva 
New Caledonia: Seeking control 
Taiwan: A general under fire 
Foreign relations: On second thought 
Korea: Variations on a theme ___ 
Thailand: A consensus o! sorts 
Diplomatic dangers — 
Japan: Barricading space 
Sri Lanka: Terror stalks the land Е 
Burma: А darkening scene —— СС 
South Korea: Beating a retreat ___ 40 
Philippines: Another great escape ___ 42 


Sood = 





D 5 ё› о, 25 








ARTS & SOCIETY 


Environment: The politics of plunder — asin _ 





The timber tycoon and his influential friends 
Words, words, everywhere and not a th 





ing is done 


SPECIAL REPORT 


Where to put your money: Enter the Bush factor 60 
The low-cost option а 
In a bear market, plump forthe basics —— — —— 61 
Investors eye an Irish revival б 
Dublin clings to London link — 
Rugs are pretty but profits may wea thin — Е 
Time for broker's fees to tumble nder 
Copper price surge boosts produce 
Poor profit prospects hit publishing stoc 


BUSINESS AFFAIRS 


Property: Uncovering foreign plots in Thailand n 
In pursuit of property in Singapore 
Industry: Leaving Taiwan under a cloud 

Philippines’ coconut crisis — — 
Deeper into debt 
Banking: China s lender of first reson 
Markets: Taiwan off limits to spec 
Companies: Jakarta 's Rockefellers 
The making of а cash сом — 
Economies: Who's in charge in South Korea? _ B3 
Banking relorm — again 
For those left behind 
Companies: End of a family yarn in India — 
Technology: A computer vision 
Investment: Japan opens its coffers ___ 
Telecommunications: An exchange of words 
in Thailand кин: ae — 94 


62 





























Letters = 4 
Being —— = = 12 
Intelligence А 

The Week 
Traveller's Tales ڪڪ‎ ^ 
Books 
The5th Column __ ы : M . 
Shroff = 
Economic Monitor: Malaysia _ 
Company Results 
Prices and Trends 
Exchange Rates کی‎ 4 
Stockmarkets __ Е Е 
Backpage Letter: Magelang — ea nts _ 106 


























REGIONAL 





Soviet TV says Kabul 
leadership in trouble 
Soviet TV's Kabul correspon- 
dent, Mikhail Leschinsky, said 
on 13 November that the 
People's Democratic Party of 
Afghanistan (PDPA) had lost 
touch with the people and 
could no longer be considered 
а governing party. Its authority 
has been undermined by the 
loss of several provinces — 
with territory lost in some cases 
due to the direct treachery of 
PDPA and military leaders, he 
said. At the same time, Les- 
chinsky said, the PDPA re- 
mained a real political force. 

— Sophie Quinn-Judge 


Thai military boss 
to enter politics 
Thai military commander Gen. 
Chaovalit Yongchaiyut intends 
to pursue а political career 
after resigning from the army 
in April or September 1989. 
Regarded as a potential con- 
tender for a future prime minis- 
tership, Chaovalit, 56, told 
Thai journalists on 9 Novem- 
ber that he hoped to set up a 
political party to attract good 
and capable people who cur- 
rently reject the party system. 
— Paisal Sricharatchanya 


Alatas to have Cambodian 
talks with Vietnam 
Indonesian Foreign Minister 
Ali Alatas will have talks with 
his Vietnamese counterpart, 
Nguyen Co Thach, in Hanoi on 
1721 November to discuss the 
Cambodian conflict. Sources 
said he might persuade Viet- 
nam to forgo the working- 
roup meeting in the Jakarta 
nformal Meeting (JIM) 
framework scheduled for De- 
cember and move straight to a 
second JIM at ministerial level, 
planned for January 1989. 

— Michael Vatikiotis 


Former Japanese prime 
minister Miki dies 

Former Japanese prime minis- 
ter Takeo Miki, 81, known as 
“Mr Clean” because of his 
pledge to end big-money poli- 
tics, died in Tokvo on 14 Nov- 
ember. Miki, who held office 
from 1974-76, died of heart 
failure after two years in hospi- 
tal. He was one of Japan's 
longest-serving MPs and held a 
number of ministerial posts, 
taking office as prime minister 
after the forced resignation of 
Kakuei Tanaka over the Lock- 


12 


heed-bribery scandal. The 
compromise selection of Miki 
by the ruling Liberal Demo- 
cratic Party came as a surprise, 
since he had resigned as deputy 
prime minister in July that year 
after accusing Tanaka of using 
vast sums of corporate money 
for his own political ends. 

— ACorrespondent 


Mansfield resigns as US 
ambassador to Japan 

Mike Mansfield, the longest- 
serving US ambassador to 
Japan, has resigned effective | 
January 1989, providing the in- 
coming Bush administration 
with an opportunity to make a 
key appointment at a time 
when US-Japan relations are 
likely to become more difficult. 
The front-running candidate 
for the job is Michael Arma- 

















Mansfield: veteran diplomat. 


ل 





cost, undersecretary of state 
for political affairs. 
ther contenders are Gas- 
ton Sigur, assistant secretary of 
state for East Asian and Pacific 
affairs, Defence Secretary 
Frank Carlucci and James 
Robinson, chairman of Ameri- 
can Express. Mansfield, 85, 
who has been in the job for 11 
years, said he had not been 
asked to resign. 
— Nigel Holloway 


Chinese professor the 
| first to visit Taiwan 
Chien Yi, a professor at Pe- 
king's Qinghua University, be- 
came the first mainland 
Chinese citizen to go to Taiwan 
legally when she was allowed to 
visit her ailing father, historian 
Chien Mu, on 15 November. 
The government in Taipei also 
has issued entry permits to four 
other mainlanders to visit sick 
relatives. Since November last 
year, some 300,000 Taiwan re- 
sidents have been officially 
permitted to visit China on 
family-reunion visits. 
— Shim Jae Hoon 








BUSINESS 


Cathay Investmentreturned 
to private management 
Taiwan’s Cathay Investment 
and Trust Co. (CITC), which 
was put under government 
management after ап as- 
sociated credit cooperative col- 
lapsed nearly four years ago, 
was returned to private man- 
agement on 11 November. S. 
H. Huang. chairman of the San 
Yang Group, was named as 
chairman last month, replacing 
Tsai Chen-nan who is under in- 
vestigation for allegedly mak- 
ing illegal loans. The Bank of 
Commounications-led сопѕог- 
tium which has put CITC back 
on its feet has been dissolved. 
— Jonathan Moore 


| Hongkong's ATV chairman 


charged with conspiracy 
Hongkong businessman 
Deacon Chiu, chairman of 
Asia Television (АТУ) and Far 
East Bank, was arrested by 
the Independent Commission 
Against Corruption and ap- 
p in court on 10 Novem- 
er charged with conspiracy 
involving HK$120 million 
(US$15.4 million). Chiu is al- 
leged to have conspired with 
Thomas Chu and others to fal- 
sifv records of his bank's provi- 
sion of credit facilities to Hong- 
kong and Indonesian com- 
pes in 1983 and 1984. On 14 
ovember, Chiu, a member of 
the Chinese People’s Political 
Consultative Conference, re- 
signed as chairman of ATV 
with effect from next May, 
three months after his trial is 
due to start. In July, Chiu sold 
two-thirds of his ATV holdings 
to the Lai Sun Group and New 
World Development for 
HKS408 million. — Emily Lau 


Dispute over Indonesian 
smelter takes a new turn 
Indonesia has allowed а 
12,500-tonne shipment of 
aluminium ingots to Japan 
from their jointly owned Asa- 
han smelter in North Sumatra, 
signalling a temporary truce in 
a simmering dispute over the 
production split. The second 
shipment since regular exports 
were suspended in July came 
after Japan's Minister for In- 
ternational Trade and Industry, 
Hajime Tamura and Foreign 
Minister Sousuke Uno asked 
senior Indonesian ministers in 
early November to intervene. 
Both sides have also agreed 
to resume talks about amend- 








ing the joint-venture agree- 
ment. Indonesia’s says it 
should be entitled to a third of 
production for domestic con- 
sumption, plus 41% of the re- 
mainder. The Japanese say In- 
donesia is entitled only to 41% 
of total production, equal to 
Indonesia's equity share. 

— Michael Vatikiotis 


Malaysian brewing 

groups to merge 

Brewing giants Guinness Ma- 
lavsia and Malayan Breweries 
(Malaya) have agreed to merge. 
The resulting conglomerate — 
to be named Guinness Anchor 
— will control about 90% of the 
Malaysian market with its Guin- 
ness and Lion stouts and An- 
chor, Tiger and Heineken beers. 
A special issue of new Mala > 7 
Brewery shares will be mad 
bumiputra (indigenous Маіау- 
sian) investors to ensure that 
there is no dilution of the pre- 
sent 10% bumiputra holding in 
Guinness. — Nick Seaward 


Samsung to farm out 
TV production 
South Korea's giant Samsung 
group says it will subcontract 
roduction of black-and-white 
s, most colour TVs and 350 
other products in an effort to 
free capital for core electronics 
businesses, such as semicon- 
ductors. The products repre- 
sent an estimated Won 1.5 tril- 
lion (US$2.17 billion) in sales 
over the next three years. The 
company says the scheme will 
strengthen its smaller 
suppliers. It comes against a 
backdrop of public criticism 
that the country's business 
groups have grown too larg: 
— Mark Clifrora 


EC to impose new quotas 
on Japanese cars 

New EC plans to impose com- 
munity-wide import quotas on 
Japanese cars will include both 
direct Japanese imports and Ja- 
panese vehicles made in third 
countries, EC industry com- 
missioner Karl Heinz Narjes 
warned. His comments con- 
firmed the EC's intent to strike 
out what it calls Japanese at- 
tempts to “circumvent” EC 
trade restrictions by redirect- 
ing exports to Europe from for- 
Sa manufacturing bases. The 
EC plans to replace the current 
system of bilateral national 
quotas on Japanese cars — to 
become illegal after the tearing 
down of the EC's internal trade 
frontiers in 1992 with a 
wider-ranging restraint agree- 
ment. — Shada Islam 
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LIBYAN WATCH 
Ahmed Mohammed Bahlul’s 
appointment as the new secretary of 
the Libyan People's Bureau (or 
embassy) in Dhaka, is causing 
concern in the region. Bahlul 
previously served at his country's 
diplomatie office in Kuala Lumpur 
where he was responsible for 
organising Libya's covert support for 
Muslim separatist groups in Southeast 
Asia and radical groups from the 
Pacific island states. His departure 
from Kuala Lumpur was a relief for 
the security authorities in the region, 
but his resurfacing in Dhaka will 
ensure that his activities continue to 
come under close scrutiny, both in 
Dhaka and during any of his visits to 
the neighbouring states. 
-.PLOMATIC GESTURE 
Philip Flood, the deputy secretary of 
the Australian Ministry of Foreign 
Affairs and Trade, is to be his 
country's next ambassador to 
Indonesia. The experienced diplomat 
- will replace political appointee 
William Morrison when the latter's 
tour ends early next year. The 
appointment of an official of Flood's 
seniority is thought to reflect the 
importance the new foreign minister, 
Gareth Evans, places on improving 
relations with Jakarta. 


BUSH BOND BONANZA 
Within the next few weeks, US states 
and municipalities are expected to 
begin issuing yen bonds in Japan, a 
significant tightening of the financial 
links between the two countries. 
P-»sident Reagan resisted the idea of 
i üng "Reagan bonds" in Japan, 
because of what was perceived as a 


ess 











loss of face in borrowing from a 
foreign country in a foreign currency, 
but this new move may clear the way 
for “Bush bonds” in the future. The 
first issuers are likely to be states and 
cities in the US with close economic 
ties with Japan, such as Hawaii and 
southern California. 


SIGNING OFF 
ета 








А plan to sign the 
first high-level 

agreement 
between the 
Heng Samrin 
government in 
Cambodia and 
the UN High 
Commissioner 
for Refugees was 
postponed at the 
^ last minute when 
High Commissioner Jean-Pierre 
Hocke apparently got cold feet about 
the possible reaction in the UN. The 
accord has been under negotiation 
for more than a year and Premier 
Hun Sen had hoped for a signing 
ceremony during the recent Paris 
talks on Cambodia. But two bottles 
of champagne remained unopened in 
his hotel room when Hocke turned up 
to tell Hun Sen's aides the signing of 
the accord — on voluntary 
repatriation of Cambodian refugees 
in Thailand — would have to wait. 
An upset Hun Sen refused to see 
Hocke. 


IDEOLOGICAL SPLIT 


Only a year after its launching, 
Taiwan’s Labour Party has been 
neatly ра into ideologues 
demanding greater focus on labour 


issues, and pragmatists, led by 








Hun Sen. 
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current party chairman Wang 
Yi-hsiung, who insist on expanding 
party membership for the 1989 E 
parliamentary elections. Vice- 
chairman Lou Mei-wen, a veteran 
labour activist, has moved out of the 
party, taking with him a splinter 
group to launch a new Workers’ Party 
evoking a more doctrinaire line, The 
imminent birth of this new group, 
implying a greater degree of labour 
strife in Taiwan, is already concerning 
many entrepreneurs. 


DEVELOPMENT LARGESSE 
Central and South American 
countries will be the major recipients 
of Taiwan's new Overseas 
Development Fund, the total size of 
which runs to about NT$30 billion 
(US$1.07 billion). The disbursed-aid 
fund for developing countries will be 
“untied” so that recipients can use it 
to purchase material from алу 
country they want, In doing so, 
Taipei has decided to follow Japan's 
model rather than South Korea's. 


MAJESTIC FACELIFT 

Ho Chi Minh City's once proud 
Majestic Hotel, now known as the 
Cuu Long, is about to get a facelift 
and new management. P. T. Summa 
Surya, a company owned by 
Indonesia's Soeryadjaya family, is 
joining with French hotel 
management firm Pullman 
International to upgrade the Cuu 
Long into a three-star hotel. The 
renovation work will be undertaken 
by Indovina International, а 
Hongkong firm owned by the 
Soeryadjayas and by the Ho Chi 
Minh City government's holding 
company. 
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AFGHANISTAN 

Mujahideen rebels launched a major 
attack on Kabul in a bid to put the city's air- 
port out of operation as fighting increased 
throughout the northeastern area (15 Nov.). 


CHINA 

The country’s only Kentucky Fried 
Chicken fast-food outlet, near Tiananmen 
Square, Peking, has claimed a world record 
for the number of chickens sold in a day (72 
Nov.). The death toll in the Yunnan pro- 
vince earthquake passed 700, with at least 
4,000 seriously injured. About. 300,000 
homes were destroyed (14 Nov.). 


HONGKONG 

Brian Powers, chief executive of Jardine 
Matheson Holdings. resigned after four 
months in the role, citing his wife's ill health 








osc: FAR-BASTERN ECONOMIC REVIEW ө 24 NOVEMBER 1988 


as the reason for leaving the territory (77 
Nov.). 


JAPAN 

Red Army guerillas declared in a state- 
ment sent from a Middle East hideout that 
they will launch a fight against Japan's impe- 
rial system the day the ailing Emperor 
Hirohito dies (/7 Nov.). Takeo Miki. prime 
minister from 1974-76, died in a Tokyo hos- 
pital at the age of 81 (15 Nov.). 


PAKISTAN 


At least four people were killed ina stam- | 


pede at an election rally in Karachi (// 
Nov.). 


PHILIPPINES 
The death toll from Typhoon Skip 
climbed to at least 29 (70 Nov.). Three 


prison guards were arrested after a jailed 
communist leader escaped (74 Nav. 3. 


SOUTH KOREA 

Prosecutors arrested two more members 
of former president Chun Doo Hwan's fam- 
ily on corruption charges (/3 Nev). 


SRILANKA 

The government, recling from a series of 
strikes, introduced the death penalty for in- 
citing violence or organising illegal rallies (73 
Nov.). Tamil guerilias shot dead 27 passen- 
gers in an attack on a bus in Pinketivawa in 
Trincomalee region (75 Nov.). 


TAIWAN 

The government started accepting appli- 
cations for visitors from the Chinese makt 
land for the first time since 1940 4 709 Nov Y. 
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Chun faces intense pressure to apologise for alleged misdeeds 


A case to answer 


By John McBeth in Seoul 
ith opposition leaders threatening 
to scrap a tacit agreement with the 
government not to seek prosecution of 
former president Chun Doo Hwan on 
corruption and possibly other charges, 
President Roh Tae Woo is being forced 
to take a personal role in persuading his 
lifelong friend to make acceptable 
amends for the alleged misdeeds and 
often brutal excesses of his regime. 
Returning from a 12-day visit to Aus- 
tralia and Southeast Asia, Roh ap- 
pealed for self-restraint amid reports he 
was seeking a face-to-face encounter 
; with Chun to offer him immunity in ex- 
- change for a public apology, the return 


7 . of illegally obtained wealth and his exile 


; into the countryside. Chun turned down 
an initial approach on 16 November, 
and aides warned he may make certain 


and other political figures. 

"There is no deadline as such, but 
the time limit by which we must solve 
this problem is imminent," opposition 
. Party for Peace and Democracy (PPD) 
| leader Kim Dae Jung told the REVIEW 

аз the national assembly prepared for a 
publie hearing into Chun's role in the 
¿brutal suppression of the 1980 anti-gov- 
ernment Kwangju uprising. 

“Both the PPD and Kim Young Sam's 
Reunification Democratic Party in- 
:ssisted that though they were reluctant to 
“prosecute Chun, the situation was 
~ changing because of the former presi- 
dent's "foot-dragging" and a “lack of 
“real sincerity” on the part of Roh and his 
- ruling Democratic Justice Party (DJP) 
to eut their ties with the previous re- 
“gime. 

Public sentiment against Chun is also 
growing, fuelled in part by a televised 
“hearing — the first of its kind in South 
Korea — into the shady financial deal- 
ings of the [hae Institute, a Won 60 bil- 
Поп: (US$87 million) think-tank that 
Chun had intended to use as a post- 
retirement sinecure and perhaps as 
са. base from which to influence 
events. 

о Officials are still optimistic. "The 
-former president is now seeing things 
“more realistically than before the hear- 
ing,” a senior ministerial source said. 


ће had done any wrong." But even at 
that point, Chun had only offered to 


negotiations he denied having residual 
political funds and balked at returning 


disclosures which would embarrass Roh | 


make a moral apology — a far сту from | 
“the more direct admission of guilt that | 
"would satisfy his critics. And in later | 





| the issue as extremely i$ 
sensitive, Kim Dae Jung 






to his rural home which [ TTT 
was heavily damaged 
recently Бу firebomb- 
throwing students. | 
An even thornier 
issue appears to be how 
much of Chun's wealth 
— some of it allegedly 
siphoned off from dona- 
tions to Ilhae and the 
government's Saemaul 
community-develop- 
ment programme — he 
would have to return to 
publiccoffers. Describing 


said he would not esti- 
mate the amount. “It is a huge sum,” he 


| said. "We are still investigating.” 


The government, for its part, worries 
about the difference between percep- 
tion and reality. “The public view is that 
he stashed a great amount of money in 
bank accounts,” the cabinet source said. 
“But к to what we are hearing, 
the money. from businessmen, was 
either used by Пае or Saemaul, or went 
into building a library for a favourite as- 


| semblyman and to support party ac- 


tivities.” 

By pushing for Chun’s appearance at 
a scheduled 18-19 November hearing 
into the Kwangju uprising, the opposi- 
tion was clearly intent on tightening the 
screws, With the inquiry expected to 
centre on who ordered troops to attack 
civilian demonstrators in the southwest- 
ern city — an incident which led to the 
deaths of at least 191 people — political 
observers believe it will inject new heat 
into the controversy. 

Because of the former president's 
standing. the special assembly panel 
looking into his regime's wrong-doings 
initially only sent requests for him to 
testifv. But after Chun dismissed two 
such approaches — and in a manner the 
opposition found offensive — the com- 
mittee decided to issue a formal sub- 
poena. Two rejections of that legally 
binding instrument would make him li- 
able for up to a year's imprisonment. 

Although Chun says he would 
sooner go to jail than seek exile abroad, 
an overseas trip still appears to be on the 
cards if and when the issue is settled. 
“Leaving the country [now] is not going 
to change anything because it will be 
viewed that he is running away,” a 
source close to Roh said. He conceded, 
however, that while time may eventu- 
ally heal the political wounds, “at the in- 
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SKETCH by Morgan Chua. 


itial stage he [Chun] will 
experience great diffi- 
culty in just remaining in 
the country." 
Meanwhile, the pres- 
sure has been growing 
on related fronts. On 12 
November, two months 
| after Chun’s younger 
| brother, Chun Kyung 
Hwan, was jailed on cor- 
ruption charges, his elder 
brother, Chun Ki Hwan, 
was arrested for mis 
| ing public funds. It 1 
been learned that Roh 
MNT 


personally instructed 

authorities to speed up 
inquiries into the latter case before he 
left on his overseas trip. Several days 
later, prosecutors ordered the detention 
of Lee Chang Sok, the younger brother of 
Chun's wife, Lee Soon Ja, for tax evasion. 

Two of Chun's cousins, Chun Woo 
Hwan and Chun Soon Hwan, and a 
nephew, Kim Yong Do, are already in 
custody awaiting trial on charges rang- 
ing from bribe-taking to extortion, and 
Lee's brother-in-law, Hong Soon Doo, 
is being questioned for allegedly taking 
à Won 1 billion bribe. 

If the opposition is prepared to let 
Chun Doo Hwan and Lee Soon Ja off 
the hook, it remains adamant that other 
leading figures of Chun's former gov- 
ernment should be prosecuted for abuse 














JAPAN 


In search of 
a tax pax 


LDP uses the stick and carrot to 
get opposition to vote 


By Charles Smith in Tokyo 

apan's long-running struggle over 

tax reform broke out of an impasse 
on 16 November when the ruling Libe- 
ral Democratic Party (LDP) managed 
to persuade two of the four main oppo- 
sition parties to take part in a vote on its 
reform package at a session of the lower 
house of parliament. 

This does not mean that the package 
is home and dry, for problems could still 
arise as it moves through the upper 
house. But by getting at least some of 
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of power and other irregular- 
ities. The chief target is 
former Presidential Security 
Service director and ex- 
Agency for National Sec- 
urity Planning head Chang 
Se Dong, 52, who has been 
accused of perjuring himself 
during the Ilhae hearing. 

Chang denied charges 
that he had used coercion 
while acting as Chun’s fund- 
raising bagman, but during 
subsequent testimony a 
string of South Korea’s top 
businessmen conceded that 
they had been forced to pro- 
vide land and large dona- 
tions. Opposition lawmakers 
tried for hours, without 
success, to shake Chang’s 

TY 

composure. They called him 
"stone-headed": they con- 
*^"ded he was once the country's 

ond-most powerful man, and they 
wondered, aloud and insultingly, how 
the witness had managed to put on 
weight. 


er witnesses may be winning the 
battle, but they are losing the 
war," said Kim Dae Jung, referring to 
Chang and his successor as chief Blue 
House bodyguard, Ahn Hyon Tae, а re- 
tired general who currently acts as 
Chun's personal assistant. “They are seen 
to be hiding the facts and concealing the 
truth. The people are upset. . . they don't 
feel they [the witnesses] should escape." 

Surveys indicate that the Chun scan- 
dal has become a bigger attraction even 
than the recent Seoul Olympic Games. 
More than 60% of South Korea's TV 
owners are estimated to have watched 
Chang's morning-to-midnight hearings 
and the two days of testimony that fol- 
lowed. "You are responsible for the 
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the opposition groups to participate in a 
lower house vote the government has 
leaped what seemed to be the biggest 
hurdle in its bid to get tax reform 
through. 

Less than 10 days before the par- 
liamentary vote, the LDP had tried to 
strong-arm the tax package through 
parliament by using its huge parliamen- 
tary majority to force a unilateral vote at 
а lower house committee dealing speci- 
fically with tax reform. That decision in- 
furiated the four main opposition 
parties, at least two of whom were until 
then showing signs of being willing to 
strike a deal with the LDP. 

Unilateral votes by the LDP in all the 
remaining stages of the bill's progress 
through parliament would probably 
have alienated public opinion, as well as 
the opposition. Hence the govern- 
ment's efforts to woo at least two of 
three non-communist parties by offer- 
ing to discuss tempting modifications to 
the reform package if — but only if — 
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Students battling outside Chun's home. 





ruption cases where Chun in- 
terfered," he claimed. “The 
government is only dealing 
with minor cases. In big cases 
they are not doing anything. 
In fact they are committing 
sabotage." 

The PPD leader pointed in 
particular to alleged bidding 
irregularities over the sale of 
land forthe recently complet- 
ed US$750 million Lotte 
World shopping and hotel 
complex — "the prosecution 
has not even touched this 
case," Kim said — and also at 
the sluggish way the au- 
thorities have sought to de- 
termine the amount of 
money Chun may have salted 
away in Australia and the US. 

A senior Foreign Affairs 
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deaths of so many people," Son Hoo 


Hang, a former political prisoner and | 


PPD member, shouted at the expres- 
sionless witness. "You show no sign of 
repentence over the atrocities of Chun's 
bloodthirsty military dictatorial regime. 
You are a traitor to democracy." 


A Gallup-Chosun Ilbo newspaper | 


poll indicated that 66% of South Ko- 
reans were not impressed with the 
grandstanding of their legislators or 
with the quality of their questioning. 
But fully 80% also said they were con- 
vinced the witnesses had lied during the 
hearings. 


Although government prosecutors | 


have initiated investigations into Chun's 
family. the opposition parties have 
doubts about their willingness to dig 
much deeper. Kim Dae Jung is critical 
of the fact that Justice Minister Chung 
Hae Chang and Prosecutor-General 
Lee Jong Nam are both Chun adminis- 
tration holdovers. “There are many cor- 


the opposition came back into the | 


house. 

In mid-September, the LDP had 
seemed well on the way to piloting its 
tax laws through parliament with the co- 
operation of at least some oppposition 
parties when it persuaded the small and 
vulnerable Democratic Socialist Party 
(DSP) to vote to extend the current "ex- 
traordinary" session of parliament until 
late November. From mid-October, 
however, its troubles began. 


he revelation on 11 October that 

Finance Minister Kiichi Miyazawa’s 
name had been used to buy unlisted 
shares of Recruit Cosmos Co., a pri- 
vately owned real-estate development 
company whose over-the-counter list- 
ing in October 1986 enabled its 
shareholders to realise massive profits, 
caused an uproar in parliament. Further 
revelations led to opposition calls for a 
formal inquiry into the affair as a pre- 
condition to any debate on tax reform. 


Ministry official denied any 
| approach had been made to Canberra on 
the subject when it was later disclosed 
that a request had been quietly sent 
through diplomatic channels several 
days before. It appears the ministry was 
attempting to avoid embarrassing Roh 
while he was in Australia, but there is 
also a suspicion that Seoul is not anxious 
for the Australians to try too hard. 
Sources said the president avoided the 
subject during his meeting with Austra- 
lian Prime Minister Bob Hawke 

The government and the DJP are re- 
sisting the opposition's move to appoint 
special prosecutors to help the assembly 
in its inquiries. "Having special pro- 
secutors is an alien idea to the existing 
legal system, so the government doesn't 
really favour the idea," a minister said 
He did, however, hold open the possi- 
bility that a senior prosecutor "with 
some political meaning" would be 
named to take overall charge of the in- 
vestigations. ü 


The two issues are linked, the oppo- 
sition claims, because share-profiteer- 
ing of the kind involved in the Recruit 
scandal would have been exempt from 
the new capital gains tax in the original 
version of the LDP tax reform program- 
| mes, though not from the revised ver 
sion forced through the lower house tax 
committee on 4 November 

| A solution to the parliamentary 
deadlock over the Recruit affair ap- 
peared to turn on the LDP's willingness 
to accept opposition demands for the 
summoning of key figures in the affair 

| But the real issues almost certainly went 

much deeper. 

LDP acceptance of the opposition 
demand for a formal inquiry was made 
conditional on revision of a 1947 law 
which allows parliament to summon 
public servants but not private individu- 
als as witnesses in parliamentary in- 
quiries, or so the LDP interprets it 
Bun if this were not the case, a full- 
scale inquiry could have been relied on 
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to delay action on the tax bill until long 
after the end of the current extraordi- 
nary parliamentary session, which ends 
on 24 November. 

The current session can at a pinch be 


extended to mid-December if the oppo- | 
sition agrees to vote on an extension, | 


and the delay would have meant that the 
bill could not be passed until after de- 
bate on the 1989 budget. This, in turn, 
would mean delaying implementation 
of the tax package (including an un- 


popular 3% general consumption tax) | 


until after the beginning of the 1989 fis- 
cal year. This would mean that the issue 
of tax reform would still be before the 
public during the run-up to the next gen- 
eral election — which is highly undesira- 
ble for the LDP. 

The LDP turned to the stick and car- 
rot. Party spokesmen suggested that if 
the opposition came back to parlia- 
ment, the government was willing to 
discuss some of its demands, including 
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special concessions for the old and 
exemptions for small companies from 
the general consumption tax. More per- 
tinently, it hinted that parliament could 
be dissolved. 


he dissolution threat is а double- 

edged sword. The LDP would al- 
most certainly lose between 20 and 50 
seats if an election were held in the near 
future, but party strategists seem to be 
gambling that the DSP and the Komei 
party, the two most vulnerable opposi- 
tion groups, could lose proportionately 
even more, with the only real gainers 
being the communists and the hard-line 
Japan Socialist Party. 

The DSP is smarting from the bad 
publicity over the involvement of its 
chairman Saburo Tsukamoto in the Re- 
cruit affair, while Komei has been hit by 
a series of corruption scandals and inter- 
nal squabbles. If an election is called in 
the next two months, Komei's strength 


Intelligence influence 


Military appears to have upper hand in new security body 


By Michael Vatikiotis in Jakarta 


m abolition in September of the for- 
merly powerful Command for the 
Restoration of Security and Order, 
Kopkamtib, was seen by many obser- 
vers as a blow to military power. But the 
implementation of its successor internal 
security body, Bakorstanas, shows little 
signs of a reduced role for the military 
nor does it seem to relegate military in- 
telligence to the rear. 

Although it had been known that 
day-to-day management of Bakorstanas 
would be in the hands of the armed 
forces (Abri), the announcement of the 
new body's operational set-up places 
key military officers at the head of im- 
portant committees right down to the 
provincial level. Secretary of the central 
board is the Abri chief of staff (gen- 
eral affairs), Rear-Adml Soedibyo 
Rahardjo. A close associate and key 
aide to Defence Minister Gen. Benny 
Murdani — who for- 
merly headed Kop- 
kamtib — Soedibyo's 
appointment is seen as 
a strong element of 
continuity in the new 
body. 

Of the seven sec- 
tions of the new sec- 
retariat, at least two 
are headed by senior 
military intelligence 
staff: Maj.-Gen. 
Sudibyo who is deputy 
chief of Bakin, the 
state inteligence ser- 
vice, and Maj.-Gen. 
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Soetaryo from Bais, the military intelli- 
gence service. If Bakorstanas was 
created to weaken the influence of mili- 
tary intelligence in national security af- 
fairs, this does not appear to have hap- 
pened. 

When first announced, the presiden- 
tial decree gave the impression that 
Bakorstanas would lend greater weight 
to civilian involvement in internal sec- 
urity matters (REVIEW, 22 Sept.). But 
in the operation of the new board, it is 
clear that the civilian administration, 
though present, is subordinate to the 
military. At the regional level, for 
example, the provincial governor is a 
member of the Bakorstanas board 
(Bakorsda), but the chairman is the pro- 
vincial military commander. 

Even though the new board has as 
members representatives of the Coor- 
dinating Ministries of Political and Sec- 
urity affairs, People’s 
Welfare and Economy 
and Finance and In- 
dustry, the first offi- 
cial meeting of Bakor- 
stanas on 10 Novem- 
ber was held at Abri 
headquarters and in- 
volved only the Abri 
chief of staff, chief of 
police, senior Abri 
staff officers, and re- 
gional military com- 





manders. Speaking 
after the meeting, 
armed forces com- 


mander Gen. Try Sut- 


Murdani: continuity. 





in the lower house could be cut from 56 
seats to fewer than 30. 

The LDP's skill at exploiting opposi- 
tion weaknesses was demonstrated on 
15 November when, after first threaten- 
ing to call a plenary session of the lower 
house to hold a second “forced” vote on 
its tax package, the LDP unexpectedly 
offered Komei and the DSP a deal over 
the summoning of witnesses in the Re- 
cruit affair. It offered to revise the law 
on parliamentary testimony to allow 
witnesses to be summoned under oath. 

In return, Komei and the DSP had to 
agree to end their boycott of parliamen- 
tary business including the all important 
business of voting on the tax package it- 
self. By luring them back into the house, 
the LDP may not have won a promise 
that they will actually cooperate 
through all the remaining stages of the 
debate on the tax package itself, but it 
certainly seemed to have driven a huge 
wedge into the anti-tax lobby. n 


risno said that the police and other law 
enforcers will handle violations of the 
law and public disturbances. “But if the 
police cannot solve the problem alone 
then Bakorstanas will coordinate a 
meeting which involves other agencies 
to help them," he said. 

The essential difference between the 
new security body and the old lies in its 
theoretical powers rather than its every- 
day structure. Attention has been 
drawn to the fact that even if rarely 
used, Kopkamtib could theoretically in- 
tervene in the interests of security with- 
out reference to the president. Now, the 
role of the president as head of the new 
body makes reference to him on all sec- 
urity problems, unambiguous. "The 
bottom line is that no one has the power 
to act without the president," an in- 
formed source told the REVIEW. 

The Abri leadership seemed to м 
to put as best a face as possible on м 
looked like a compromise between tne 
executive and the military in setting u 
Bakorstanas. Official talk of Kopkamti 
having "accomplished its mission" and 
the needforall government departments 
to participate in monitoring security, is 
at odds with Sutrisno's comment that 
Bakorstanas is *an Abriinstitution." "In 
the current situation, Abri is always on 
the alert. An emphasis is laid on vigi- 
lance. If something happens, there's a 
state of emergency," he said in an inter- 
view with the weekly news magazine 
Tempo in mid-September. 

However, one element missing from 
the new security body is its ability to en- 
able Abri to implement wide-ranging 
and arbitary powers of arrest and deten- 
tion, otherwise known as Laksus pow- 
ers. Although rarely used on a wide 
scale in recent years, it appears that 
Bakorstanas is part of an attempt to in- 
stitutionalise the range of powers that 
were available to military commanders 
under Kopkamtib. п 
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po current obsession with its 


recent past continues to grab head- | 


lines. Appearances are sometimes more 
important than reality in Javanese cul- 
ture, therefore any attempt to adjust the 
interpretation of events is imbued with 
deep political significance. 

In a rare. recent event, President 
Suharto spoke frankly and off the cuff 
in public, seeking to: set the record 
straight on the way in which the coun- 
try's first president, Sukarno was ob- 
liged to.step down — a move that led 
eventually. to. Suharto being appointed 
president. 

| Speaking at the preview of a new film 
| covering the period of student agitation 
‚ against Sukarno in 1966, Suharto said it 
was fiot true that Sukarno was relieved 
he presidency by means of a military 
coup. The fall of “Bung Karno,” the 
president stressed, "occurred constitu- 
tionally апа was not the result of a 
camouflaged. military coup by the 
army" : 
“Suharto reminded an audience of in- 
vited guests at the Merdeka palace on 4 
November that the Provisional People's 
Assembly (MPRS) had rejected Sukar- 
,no's account of his actions after the 
abortive coup attempt of October 1965. 
According to Suharto, this express- 
ion: of. no confidence in Sukarno by 
the MPRS sanctioned his removal from 
office. "The president did not give 
authority to me under coercion," Su- 
harto said, adding that there was confu- 
sion among foreign observers on this 
point. 
While it is true that academic writ- 
ings on the stormy period that gave birth 
to the New Order have questioned the 
official version of events, it seems 
nge that after 23 years in power and 
witn no overt questioning of his author- 
ity, Suharto should be concerned about 
what foreign analysts have said in the 
past. This also begs the wider question 
of what lies behind the current con- 
troversy surrounding the events of the 
period that has been raging in the press 
since September. 
The debate was sparked off by а 
book written by а former intelligence 
officer, Sugiarso Surojo. which blamed 
Sukarno for the abortive coup and ac- 
cused him of being a Marxist. Opinion 
in the press, among leading intellectuals 
and even among cabinet ministers was 
divided over the veracity of Surojo's 
thesis (REVIEW, 6 Oct.). 
| Now a film, made by the state film 
corporation, PPFN, under the supervi- 
sion of the president's press secretary, 
tells the story of the student groups that 
oured on to the streets of Jakarta fol- 
owing the coup attempt and agitated 
until the downfall of Sukarno and the 
emergence of the New Order. The film. 











| Return to the past 


Suharto talks about the downfall of Sukarno 





| temporarily titled Jakarta Tahun 1966 | 
| (Jakarta in the Year 1966) tells the story 
| of two students, one a member of the 

| anti-Sukarnoist "Kami" group, the | 
| other a pro-Sukarno PNI (Nationalist), 

| and the friction between them. 

| Although the film was officially com- 
| missioned, according to one adviser to | 
| the prodücers, it is ап accurate picture 
of events at the time. More controver- 
| sially in light of past analyses, Suharto is 
| portrayed as enjoying a close relation- 
| ship with Sukarno and displaying a re- 
| luctance to assume power. According to 
| one invitee to the preview, "the mes- 
| sage is that Suharto was no rebel; it was 
| not his will to usurp power." 

| The two historical treatments of the | 
period — the book on Sukarno and the 
film of the events that led to his downfall 
— together project a simple message; 
that the country's first president must be | 
viewed as partly responsible for the up- 
heaval of 1965, and that his successor 
was not part of a military-inspired plot 
to usurp power. 

More interesting, perhaps, is the 
urge felt by Suharto to project his close 
relationship with Sukarno. The Jakarta 
1966 film shows the two men talking in- 
timately with each other and suggests an 





MALAYSIA 


By Suhaini Aznam in Kuala Lumpur 


т three-year experiment to run 
Malaysia's giant land settler 
schemes on plantation-type lines and a 
share-ownership basis has bowed to the 
economic and political necessity of 
keeping settlers’ incomes up. Deputy 
Prime Minister Abdul Ghafar Baba an- 
nounced on 30 October that the 
Schemes will revert to the original 
system of giving out individual land 
titles. 

It appeared to be a tacit acknowledg- 
ment of the sensitivity of the issue. 
Share-ownership has contributed to 
such а drop in motivation in some 
schemes that the government fears that 
restlessness would be an invitation for 
opposition parties to enter. By giving 
the settlers land titles, the government 
hopes to restore their motivation to 
work hard on their own plots of 
land. 

Since the national land pioneer and 
settlement scheme was set up in 1959 
under the aegis of the Federal Land De- 
velopment Authority (Felda), from 
which it derives its name, the govern- 





| empathy between them. Given the 
| tenor of Suharto's own remarks, it can 
| only be assumed that he wants to 
; counter the tendency by scholars out 
| side Indonesia to see the 11 March 1966 


karno to Suharto as a disguised coup. 
; The central importance of the 11 March 


| derestimated. It is a central legitimis- 
Ling. plank of the New Order govern- 
| ment. 


‚ volvement in the demise of the Old 
, Order, Suharto made it clear that 
| army never has, and more importantly 
| perhaps, never will seize power in In- 
donesia. Now that the military: 
| powers and the scope for action indes 
| pendent of the excecutive have been 
; curtailed, 
; less open to interpretation. 

| with age, Suharto is becoming more 
| conscious of how history might regard 
| him. The 
| own view of recent history in an Ale 
| tobiography to be published either late 
| this year or early in 1989. The book, 
| ghost written by a respected Indone- 


Policy turnaround 


Government bows to settlers’ demands for land titles 


| set up for political purposes. It was de- 
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decree transferring power from Su- 


Decree, or Superesemar, cannot be un- 


As to the question of military im- 
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Suharto’s comments seem 


On another plane, it seems clear that 












Indonesian public will. 
shortly be treated to their president's 


sian writer, covers many issues 
hitherto regarded as sensitive in fn- 
donesia and can be seen as Suharto's 
attempt to further set the record 
straight. — Michael Vatikiotia 










ment dominated by the United Malays 
National Organisation (Umno) has 
been particularly sensitive to its Felda 
constituents. | 

Indirectly, Реа schemes were 
Umno's investment in grassroots sup 
port. It is an open secret that, on the 
ground, applicants are screened for 
their political affiliations. Umno mem: 
bers or known supporters were readily 
accepted, making Felda schemes natu- 
ral Umno strongholds. 

The Felda scheme was not primarily 


signed to help the jobless and landless 
among rural Malay youths acquire their 
own land to grow cash crops for export, 
instead of the traditional subsistence 
rice-farming. 

The system of clearing the jungle for 
settlers varied. One land scheme in 
Selangor recruited only bachelors who 
spent the next five years clearing the 
secondary jungle, planting ой palm and 17 
keeping it insect- and rodent-free. The 1- 
bachelors were not allowed to look fer | 
outside work until the trees were ready | 
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for harvesting. But in the 
Jengka triangle, a huge 
network of Felda schemes, 
the Pahang government 
hired labourers to clear 
the land, plant the oil palm 
and even build rows of 
small wooden houses. АП 
the Felda families had to 
do was move in. While 
waiting for the first har- 
vest, the settlers were 
given free rice, sugar, milk 
and tins of sardines. 

Felda schemes were 
first planted with rubber 
trees and later with oil 
palm —  Malaysia's pri- 
mary cash crops in the 
1960s and 1970s respec- 
tively. Today, some 
106,000 families have set- 
tled in 290 Felda schemes, 
with 132 more schemes 
being opened up. Together they cover 
some 764,000 ha. Higher commodity 
prices this year has meant that Felda 
settlers growing rubber earn some 
M$700 (US$261) a month, and those 
growing oil palm some M$580. 

The long waiting list of Felda appli- 
cants is proof of the programme's popu- 
larity. Competition is keen, multiple ap- 

lications common. For five years of 
ard labour the reward was a gift of 
land, a basic one-room wooden home, 
free seedlings and continued govern- 
ment assistance with fertilisers and pes- 
ticides and guaranteed sales of the har- 
vest. Settlers are required to repay | 
Felda development costs but repay- | 
ments only begin after the first crops are | 
harvested and are usually completed in | 
15 years. Thereafter, the settler keeps | 
all his earnings. | 

In the mid-1960s, individual titles | 
were replaced by a collective system of | 
ownership — whereby groups of 20 | 
settlers would work the land and after | 
all development costs were repaid, | 
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would be issued joint land titles through 
the Felda Land Ownership Cooperative 
which continued to run the plantation. 
Some 64.580 settlers in 160 schemes 
came under this programme. 


hen in 1985, with an eye on the eco- 

nomic benefits of the large planta- 
tions, the government modified the 
joint-ownership system in the hope of 
reducing overhead costs on Felda 
schemes. Under the new share system, 
involving some 60 schemes, participants 
were registered as shareholders about 


three years after the first harvest. Once | 
share | 
certificates were issued and the settler | 


repayments were completed, 
received bonuses and dividends without 
actually owning the land. 

Like many people who farm, the 
Malays have a love of land that goes 
deeper than commercial benefit. The 
lack of individual land titles resulted in 
some settlers losing their sense of own- 


ership and caused great unhappiness. | 


To top it off, they were not settlers any 


The absent guests 


Unity talks called off as only Razaleigh agrees to come 


1 Razaleigh Hamzah, the lead- 
ing critic of Malaysian Prime Minis- 
ter Datuk Seri Mahathir Mohamad, 
was denied a public platform for his 
views when a 12-13 November “Malay 
unity congress” was cancelled for lack 
of response from other Malay leaders 
and, on police advice, for security 
reasons. 

The congress was called ostensibly | 
to discuss Malay disunity stemming 
from the split in the United Malays Na- 
tional Organisation (Umno), which has 
been the dominant partner of the rul- 
ing National Front coalition. It was the 
idea of political writer Yahaya Ismail, 
the newly elected president of the Na- 
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tional Writers’ Association (Pena). 
Yahaya had invited Mahathir and his 
allies, as well as Razaleigh and former 
deputy prime minister Datuk Musa 
Hitam. 

The choice of location, the historic 
Sultan Sulaiman Club in Kuala Lumpur 
was symbolic: the Malayan Pen-Pals 
Association, an early nationalist move- 
ment and, indirectly, the precursor tO 
Umno, had held its inaugural meeting at 
the same club house in 1938. 

Yahaya is not considered a political 
neutral. He has been identified with 
Razaleigh, who as trade and industry 
minister challenged Mahathir for 
leadership in the 1987 Umno party 














more, but participants, 
and some complained that 
they were no better than 
estate labourers, sweating 
six days a week without 
any prospect of owning the 
land. Others observed that 
shared earnings meant 
that every man earned no 
more or less than his 
neighbours no matter how 
hard or little they worked. 

Many lost their incen- 
tive to work hard and did 
not put in the kind of effort 
they might have if the land 
been theirs. Productivity 
and incomes dropped. A 
newspaper reported re- 
cently that settlers who 
owned their own land 
could earn up to M$3,500 
per month compared with 
an M$800 maximum far 
those in the share system. 

To Umno's chagrin. this unhappi- 
ness and the spread of Muslim fun- 
damentalist teaching opened a crack in 
the Felda schemes for the opposition 
Parti Islam (Pas) to enter. Pas, now 
firmly established in some schemes. is 
no stranger to these settlers, many of 
whom have been transplanted from the 
Malay heartland where Pas has oper- 
ated for decades. Inexplicably, even the 
usually urban, Chinese-based opposi- 
tion Democratic Action Party has 
claimed a tentative foothold in two 
Muslim Malay-dominated schemes. 

Now, with former Umno members 
who are opposed to its successor party, 
Umno (Baru), already within the 
schemes as settlers of many years, the 
government has taken heed. The 
settlers under the old collective and 
share systems are now anxiously waiting 
for their coveted land titles, promised 
them as soon as the government finds ^ 
reasonable means of making the tra 
uon. 


MARLANE GUELDEN 





elections. Musa was his running mate. 
Both lost narrowly and have since re- 
mained opposed to the successor party 
Mahathir set up after Umno was de- 
clared an unlawful society by the 
courts. 

Only Razaleigh accepted Y ahaya's in- 
vitation. Although he denied that the 
congress was his idea, it would have 
given him a public platform from which 
to reply to Mahathir's invitation, made 
a fortnight earlier, to rejoin his cabinet 
as a minister without portfolio. 

Musa, who had already turned down 
a similar offer, said that he did not think 
the time was right for such talks and 
would not attend. Mahathir and his al- 
lies also refused, as did several well- 
known writers and academics. Other 
Pena members now want to know who 
asked Yahaya to organise the talks. 

— Suhaini Aznam 
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The harmony of precious materials. 
The triumph of masterly craftsmanship. 
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OVER 200 YEARS OF CAREFUL BREEDING 
PRODUCED IHIS CHAMPION 


t. 
эһ. 


ГА г» 
ù E. T rd 
e ETE 





Every once in a while, a truly great faithful to the standards of quality set 
horse is born. A horse destined to become down by its founder, Thomas Hine. 
a supreme champion on the racecourse Since the eighteenth 
and to pass into legend. A Nijinsky or century, every drop of 
an Arkle, a Red Rum or a Shirgar — superb те fne ines of the боты! denote an mic i Hine cognac has been lo- a0 


animals who remain unchallenged in their lifetimes. ^ vingly matured under the watchful eye of 







But perfection does not come about by chance. Such опе man, the cellarmaster, whose senses | 
a horse is the result of the careful breeding of the bluest аге his birthright and whose extraordinary 
of bloodlines that can be traced for generations. Апа гоп talents can be traced back through 
the day of its birth, the young horse will be lovingly X six generations of the Hine family. 
nurtured and cared for, meticulously shaped into a Hine X.O.— a thoroughbred champion 


champion. of maturity, delicacy and 
So it is with Hine X.O., the champion of fine finesse. A cognac of 

cognacs, the choice of connoisseurs incomparable quality, 
wyl, Established in the heart of the Cognac region to be savoured with 





of France in 1763, the house of Hine respect and infinite 


has remained unswervingly pleasure 





Leaves nothing to be desired 
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National Day parade: filling defence holes left by peace. 








DEFENCE 


Enemy spotting 


Malaysia buys military muscle at last to defend itself 


By Tai Ming Cheung in Hongkong 

he US$2.5 billion in high-technology 

weapons systems and other arms 
Malaysia ordered from Britain in Sep- 
tember (REVIEW, 6 Oct.) will go a long 
way to filling the holes in the country's 
defences — holes, ironically, that have 
opened up because of the relative peace 
and stability Malaysia has enjoyed since 
the Indonesian Confrontation in the 
early 1960s. 

There has been little urgency to build 
up defence capabilities beyond modest 
levels since then. Besides chasing down 
the remnants of a near-extinct com- 
munist insurgency and the occasional 
minor territorial dispute, the armed 

es have had no readily identifiable 

_Tessing military threat. 

With the downturn of the economy, 
major military equipment purchases 
have been put on hold for the past five 
years, with the current Fifth Malaysia 
Plan (1986-90) allocating only M$2.80 
billion (US$1.05 billion) to defence, 
compared with the M$6.024 billion of 
the fourth plan. Whereas the armed 
forces’ strength was nearly doubled 
from 60,000 in 1979 to 113,000 today, its 
main task now is consolidation: restruc- 
turing its organisation, including reor- 
ganising infantry battalions into 
mechanised and parachute outfits and 
streamlining the training establishment. 
Purchases have been confined to 
piecemeal acquisitions of essential sup- 
port equipment, such as small transport 
aircraft and helicopters. 

Of late, the Soviet naval build-up in 
Southeast Asia and uncertainty over 
Vietnamese military ambitions have 
brought Malaysia's territorial concerns 
into sharp focus, especially with recog- 





nition that some of its prime economic 
assets — its offshore oil and gas produc- 
tion wells — are situated in the South 
China Sea close to the disputed Spratly 
Islands. 

Thus the purchase of a squadron of 
eight multi-role Tornado combat air- 
craft, two second-hand Oberon class 
submarines, medium-range artillery, 
naval helicopters and ground-to-air mis- 
siles — subject to a three-month trial 
evaluation — marks a major turnaround 
in Malaysia's defence policy. 

The Malaysians have also drawn up a 
tentative “wish” list for the future that 
includes Rapier point air-defence mis- 
siles, six more submarines, three patrol 
boats, Lynx anti-submarine helicopters, 
and a tri-service communications pack- 
age. They might also be looking to add 
to their two squadrons of FSE fighters. 
Sources say a military delegation visited 
Taipei recently, possibly with the view 
to purchasing the FSEs that the Taiwan 
air force may discard in favour of an in- 
digenously designed fighter. 

Malaysian military officials have em- 
phasised that the purchases are aimed at 
modernising the armed forces, and at 





| than 


meeting its equipment requirements to | 


the end of this century, with acquisition 
spread over the next 10 years. 

The new systems, said the chief ol 
the defence forces, Gen. Tan Sri 
Hashim Ali, are “to replace obsolete 
equipment in a more serious move to- 
wards modernisation of the armed 
forces." It sounded like veiled criticism 
of past buying policy that emphasised 
cost-effectiveness over quality, a glaring 
example being the second-hand A4 


Skyhawks bought in the early 1980s. | boats to provide defence against à con- 


The air force originally purchased some 
60 aircraft that had been in storage for 
years in the US, but some of the planes 
were so dilapidated that only 40 were re- 
furbished. The purchase has come 
under renewed criticism after the whole 
fleet was grounded recently following a 


| series of crashes 


Without the new weapons systems, 
Malaysia s combat inventory would 
look decidedly aged next to the state-of- 
the-art equipment just bought by its 
Asean neighbours. Thailand, Singapore 
and Indonesia are buying the General 
Dynamics F16 fighters, with Singapore 
also buying four E2C Hawkeye Air- 
borne Éarly Warning aircraft that will 
dramatically increase its air force's com- 
bat capabilities. 

Choosing the European-made Tor- 
nado over the F16, which Malaysia had 
earlier expressed interest in buying, was 
a shrewd decision. The F16 specialises 
in air superiority but the Tornado can be 
used in a ground or naval attack role, or 
for aerial combat — the West German 
navy employs the Tornado exclusively 
in a naval attack role, for instance, while 
the British use a slightly different ver- 
sion as an interceptor 

The Tornado's ability to be employ- 
ed in a naval capacity underlines the 
heavy emphasis being placed on naval 
defence for the first time. With an eye 
on the Soviets and Vietnamese, 
Malaysia now wants to be able to effec- 
tively police its 200-mile exclusive eco- 
nomic zone (EEZ) which is of consider- 
able strategic and economic signifi- 
cance. Apart from the economic impor- 
tance of the South China Sea, the Straits 
of Malacca is one of the main waterways 
for sea communication between Europe 
and Asia. 


he Soviets use naval facilities at 

Cam Ranh Bay in Vietnam and their 
submarines now pass through the Straits 
of Malacca, but “the concern is not so 
much with the Soviet facilities in Viet- 
nam as with the military alliance with 
the two countries,” as the then chief of 
the defence forces, Gen. Tan Sri Ghaz- 
ali Che Mat, said in September 1987 

It is in the South China Sea, rather 
the Straits of Malacca that 
Malaysia expects tension. “The Soviets, 
like the US and other countries, are 
equally interested to keep the straits 
open,” Ghazali said. On the other hand, 
Malaysia has been involved in minor 
skirmishes with the Vietnamese in the 
disputed Spratlys, some of whose atolls 
lie within the Malaysian-claimed EEZ 

The Malaysians acknowledge that 
Moscow is putting pressure on Vietnam 
to curb its military adventures and with- 
draw its troops from Cambodia, which it 
invaded in 1978. But should the situa- 
tion change, the Malaysians also know 
their navy is poorly equipped to defend 
the country's territorial waters. It 
has only four frigates and eight missile 
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ventional naval threat, and 30 smaller 
patrol craft for routine patrols. 

The British arms purchases will con- 
siderably improve the navy's cap- 
abilities, especially in the Spratlys, 
where the high profile of the various 
claimants to its various islands and atolls 
represents the most immediate threat to 
Malaysia's security concerns as it also 
involves Vietnam and China, the two 
countries which Malaysia identifies as 
its most likely potential foes. Kuala 
Lumpur has remained neutral in the bit- 
ter wrangle between Peking and Hanoi, 
calling for a negotiated settlement, but 
as the minor engagement between Viet- 
namese and Chinese warships showed 
in March, military force may ultimately 
be the determining factor of who con- 
trols the archipelago. 


ith the Tornados and submarines, 

Malaysia will be in a much better 
резон to back up its claims should dip- 
omacy fail. The Tornados are more 
than a match for Vietnam's MiG23s, 
and, with the submarines, could give a 
good accounting of themselves even if 

eavily outnumbered. 

Concern for the Spratlys, however, 
is only of secondary priority to defend- 
ing Peninsular Malaysia. Although the 
army began emphasising meeting a con- 
ventional invasion over counter-in- 
surgency in the late 1970s, it is still a 
long way from becoming fully profes- 
sional in this regard. In 1984, it em- 
barked on a six-year programme to re- 
train all its personnel to be proficient in 
all phases of conventional warfare, and 
the British arms deal and recent military 
exercises illustrate the continuing 
changeover. 

Its military exercises are becoming 
progressively larger. In mid-October, 
more than 10,000 troops were involved 
in a military exercise in the southern 
state of Johor, neighbouring Singapore. 
Part of the manoeuvres included troop 
landings. 

Singapore appears to figure in 
Malaysian defence plans, even if it is 
never publicly acknowledged. Despite 
the exercise's proximity to Singapore, 
the acceptance that Malaysia and Singa- 
pe defences are indivisible, and the 
act that both countries are (along with 
Britain, Australia and New Zealand) 
members of the Five-Power Defence 
Arrangement (FPDA ), Singapore took 
no part in the exercise. Both countries 
have never conducted joint bilateral 
exercises, though military officials say 
the possibility of joint manoeuvres is 
now being considered. Both have been 
involved in multilateral FPDA exer- 
cises, such as a recent air-defence exer- 
cise which also involved British and 
Australian aircraft. 

In the past, however, the biannual 
FPDA air-defence exercises were di- 
vided into separate Malaysian and Sin- 
gapore stages, with the Singaporeans 
excluded from "attacking" уйа 
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targets, and the 
Malaysians likewise 
barred from operat- 
ing against Singapore 
facilities. 

Although the like- 
lihood of a Malaysia- 
Singapore conflict is 
extremely slim, both 
sides do not fully 
trust each other. In 
September 1987, а 
boatload of Singapore 
soldiers illegally 
sailed up a river in 
southwest Johor, trig- 
ering suspicions of 

ingapore military 

























Pe Mh. threa 


The increasingly 


intimate military 
relations between 
Malaysia апа  In- 


donesia do little to 
relax Chinese-domi- 
nated Singapore's 
fear of its big Muslim 
neighbours. Last De- 
cember, Kuala Lum- 
pur and Jakarta set up 
a Coordinated Opera- 
tions Control Com- 
mittee (COCC) that 
further cemented 
their already close de- 
fence ties. The COCC 
will supervise future 





motives. Both sides 
publicly played down the incident, Sin- 
gapore saying the soldiers had not 
been acting under orders and would 
be punished. The Malaysian military 
expressed itself dismayed that local 
authorities had not seen fit to report 
the incursion until several days 
later. 

Deeply etched in the Singapore mili- 
tary mind, however, is the fear that 
Malaysia may one day try to forcibl 
reunify the island republic wit 
Malaysia (Singapore was Malaysia's 
14th state from 1963-65 after which it 
was expelled). Military exercises, such 
as that in mid-October, may add to the 
uncertainty of Malaysian military atten- 
tions, as does Singapore's emphasis on 
jungle warfare training though it does 
not have much jungle left in its own ter- 
ritory. 


LAOS 


joint operations that 
both armed forces conduct against 
communist insurgents on the Sarawak- 
Kalimantan border, as well as joint 
air and naval patrols in the Malacca 
Straits. 

Those who feel that the main : 
urity threat will ultimately come fr..... 
China and Vietnam are undoubtedly 
closely watching China's military mod- 
ernisation and especially the growth of 
Chinese naval power. 

Vietnam's promised military pullout 
from Cambodia in 1990 may ease an- 
xieties somewhat. As it is, Malaysia 
does not believe that Vietnam has the 
naval or logistics capability to invade or 
occupy Malaysia or even Thailand. The 

lanners believe Vietnam's threat to 

alaysia is indirect, "to the extent that 
it undermines Thailand's national sec- 
urity," said Ghazali. 


The cadres go canvassing 


Vientiane prepares for the first elections since 1975 


By Murray Hiebert in Bangkok 
pos with pictures and brief bio- 
graphical sketches of candidates 
have appeared in public buildings in 
Laos in recent weeks as the country pre- 
pares to elect provincial officials later 
this month. The election — which fol- 
lows voting for government-approved 
district representatives in June, where 
candidates’ shortcomings were dis- 
cussed with surprising openness — isthe 
first since the communists seized power 
13 years ago. 

Another round of elections is plan- 
ned for early next year to elect represen- 
tatives to the Supreme People's Assem- 
bly, the country's nominal parliament. 
The elections follow a major govern- 
ment reshuffle in Vientiane and the in- 
troduction of capitalist-style economic 
reforms, including the adoption of the 
country's first foreign-investment law. 

Laos postponed the provincial elec- 
tions from 23 October to 20 November 





because of a severe drought in the fertile 
southern and central provinces which, 
agricultural officials say, will cut this 
year's harvest at least 20% below last 
year's level. But the new election date 
coincides with Laos' most important re- 
ligious holiday, the That Ыал ome 

any Lao voters outside Vientiane 
complain that they will be forced to miss 
the festivities because they will not be 
allowed to travel outside their home 
area on election day. 

In the June district elections, more 
than 4,400 candidates, who had been 
approved in advance by the Lao Front 
For National Construction, a pro-gov- 
ernment coalition of mass organisa- 
tions, ran for 2,410 local positions. To 
qualify, "candidates must maintain a 
line of аи that explicitly distin- 
guishes friends from foes and must have 
à certain ability for implementing the 
line and policies of the party and state," 
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according to instructions issued by the 
central committee of the Lao People's 
Revolutionary Party. 

The country's normally secretive 
party was surprisingly candid in report- 
ing problems during the district elec- 
tions. "Shortcomings" in publicising the 
backgrounds of candidates caused 
"many qualified key cadres" to fail to 
get elected, the party secretariat con- 
cluded in a report broadcast on the offi- 
cial state radio. The failure to nominate 
appropriate candidates in each district 
prompted people in some localities to 
petition that "the candidates standing in 
respective constituencies be changed." 

lections for the country's parlia- 
ment, which is being expanded from 45 
representatives to about 79, are planned 
for early next year, Lao officials report. 
They say one of the assembly's first 
tasks will be to ratify a constitution, 
Laos's first since the communist victory. 

These elections follow a major gov- 
ernment reshuffle, which has been 
under way since the middle of the year. 
Ministries have been reorganised and, 
in some cases, younger, more qualified 
officials have been promoted. The gov- 
ernment also considered ways to reduce 
its bloated bureaucracy and suggested 
that civil servants could quit their jobs 
and find other ways to make a living. 
But when nearly 90% of the Ministry of 
Agriculture's staff asked to step down, 
the government withdrew its offer. 


DEM Ministry of Finance was merged 
with the State Planning Commission 
to form the powerful new Ministry of 
Economics, Planning and Finance. Sali 
Vongkhamsao, a member of the ruling 
party politburo and a rising star in the 
second generation of Lao communist 
leaders, was named minister. 

Phao Bounnaphon, the former 
minister of transport and communica- 
tions, was named head of the newly 
formed Ministry of Foreign Trade and 
Economic Relations, established to 
promote Lao exports and to attract for- 
eign investment. Oudome Khatthi-gna, 
former party secretary of the strategic 
northern province of Xieng Khouang, 
will head the Transport Ministry. 

Samane Vi-gnakhet, a politburo 
member and army general, was ap- 

ointed minister of education, replacing 

ounthiam Phitsamai, a French-edu- 
cated technician. Thongsavath 
Khaikhampithone, Laos's former am- 
bassador to the Soviet Union, was 
named first vice-minister of foreign af- 
fairs. which means he will often serve as 
acting minister on behalf of the ailing 
Phoun Sipaseuth. 

The Public Health Ministry was com- 
bined with the Social Welfare Commit- 
tee to form the Ministry of Public 
Health and Social Welfare. Khambou 
Sounixay, the former mayor of Vien- 
tiane, was named minister. Soulivong 


_ Daravong was appointed minister of in- 
п 


dustry and handicrafts. 








HONGKONG 


A blast from Geneva 


UN human-rights committee members criticise British rule 


By David Porter in Hongkong 

he British Government was sharply 

criticised by members of the UN 
Human Rights Committee during re- 
cent hearings in Geneva for being insuf- 
ficiently concerned about the fate of 
Hongkong’s 5.5 million people in the 
nine years before their handover to 
China. At issue is the current and future 
enforcement of the International Co- 
venant on Civil and Political Rights 
adopted by the UN General Assembly 
in 1976, which has been signed by Bri- 
tain but not by China. 

While the Hongkong Government 
has responded by describing the com- 
ments as “incorrect and misleading,” it 
announced on 11 November that it 
would table in the local Legislative 
Council (Legco) a human-rights report 
on Hongkong and other British depen- 
dent territories presented in Geneva by 
the British Government. The move is 
apparently in response to criticism from 
the committee and from local interest 
groups. 

The committee held the hearings on 
3-4 November under the auspices of the 
UN Covenant, which provides for sig- 
natory countries to make regular re- 
ports. Members of the committee 
queried the British team on what it con- 
siders deficiencies relating to human 
rights in the Draft Basic Law — the final 
version of which will be Peking’s mini- 
constitution for Hongkong when it be- 
comes a special administrative region 
(SAR) of China in mid-1997, 

The committee also criticised the 








Tjibaou: challenge. 




















lack of direct elections to Legco, what it 
views as excessive police powers, re- 
strictions on press freedom and a film- 
censorship ordinance not contained in 
the report on Hongkong but referred to 
in the British delegation's introductory 
statement and the subject of committee 
members' questioning. 

A nine-member Hongkong delega- 
tion representing various professional, 
trade union and journalist groups made 


| submissions to the committee, charging 


that the government had denied Hong- 
kong's citizens basic human rights — in- 
cluding that of self-determination. 

Ta Kung Pao, a Нопркопр-Баѕ 
pro-Peking newspaper, said in an . 
November editorial: "The accusations 
made by [the delegation] do not have 
legal effect and their assessment and 
forecast of Hongkong's present and fu- 
ture protection of human rights do not 
represent majority opinion." 

The delegation said the British re- 

ort contained some glaring omissions 
in not mentioning legislation passed in 
May empowering the Hongkong Gov- 
ernment to censor politically sensitive 
films (something it had been doing 
openly but illegally under its own laws 
for 15 years) and for containing only one 
paragraph noting that it proposed to 
review another ordinance recently put 
in place relating to the publication of 
"false news." 

On the laws affecting free speech, 
John Chan, Hongkong's deputy chief 
secretary, told the REVIEW: “We have 





NEW CALEDONIA 


Seeking 
control 


Kanaks to try new strategy 
after referendum victory 


By Sarah Walls in Noumea 
fter four years of fighting for in- 
dependence at the barricades, New 
Caledonia's nationalist movement is 
now rolling up its sleeves to gain control 
of the French territory's economy. A 
thousand party delegates meeting on 6 
November at Canala — the east coast 
town held by nationalists for three 
months earlier this year — resolved to 
use the economy to win votes for inde- 
pendence in 1998. 
The leader of the Kanak Socialist 
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referred to them. One can argue about 
whether one sentence or several pages is 
enough." Chan, who coordinated prep- 
aration of the report on Hongkong, said 
he saw absolutely no reason for the re- | 
port to mention that the government 
had been censoring films illegally for | 
years. "The purpose of the report is not | 
to describe what is or is not a matter of 
public concern, but actions which have 
been taken to ensure the application of | 
the covenant." | 

However, there is concern in Hong- 
kong over the need to enshrine in the 
territory’s domestic laws basic human | 
rights as laid out under the UN coven- | 
ant. Sri Lankan committee member | 
Joseph Cooray said that while the 1984 | 
Sino-British Joint Declaration on | 
Hongkong’s future after 1997 stipulates 
that the covenant will continue to be in 
force after the return of sovereignty to 
China, there was no mechanism to pro- 

` le for continued UN monitoring. 


М" delegate Rajsoomer Lal- 
lah, noting the Draft Basic Law did 
not mention such basic human rights as 
the right to life or freedom from torture 
and forced labour, called on Britain to 
give the people of Hongkong the same 
rights as in other colonial territories. 

Chan reiterated to the REVIEW the 
views of the British delegation in 
Geneva — that it was felt the rights 
under the covenant were fully reflected 
in the laws of Hongkong, based on the 
British common law tradition. 

As to the future, he said: "It has to be 
фое clear that this is a matter for the 

hinese and the future SAR govern- 

ment. While the British. Government 
does have a great interest as a party to 
the Sino-British Joint Declaration to 
ensure that it is fully implemented, 
there's really nothing we can do about 
it." 


National Liberation Front, Jean-Marie 
Tjibaou, said the challenge was to 
build a country that people would want 
to return to because it reflected the 
values of the indigenous Melanesia 
Kanak and was "well organised and 
hospitable." 

'The new strategy of Tjibaou's party, 
the Union Caledonienne, is in line with 
the peace plan that he negotiated in 
June with the French Prime Minister, 
Michel Rocard, and Jacques Lafleur, 
leader of the Rally for Caledonia in the 
Republic (RPCR), the major party of 
the territory’s loyalist settlers of French 
origin. 

Under the plan, the territory will be 
divided into three provinces until a re- 
ferendum on independence is held in 
1998. There are also various “decoloni- 
sation” measures intended to rectify the 
social and economic imbalance between 
the loyalist-dominated south and the 
rest of the territory. 

Last week the plan was put to a 





Chan said Peking was now drafting 
the final Basie Law in light of the joint 
declaration and following public com- 
ment on the draft. “We believe that the 
Basic Law drafters have not gone 
through the consultation period for no- 
thing. As to whether or not and to what 
extent [the human-rights issue will be 
reflected] remains to be seen.” 

But the British view drew critical | 
comment in Geneva. Bertil Wenner- 


| gren, the Swedish member of the com- 


mittee — which drew on UN jurists 
from 18 countries, in- 


| 
| 
| 
| 
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| 
| 
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| tially due in 1984 but held up because of 
, delays in getting submissions from tine 
i other 
| whose situations were also briefly can- 


| report was due on 18 August 1989 under 





колшо. 


unique situation since the Sino-British 
Joint Declaration. The report was ini- 


British dependent territories 





vassed, Britain was reminded its next 









| the five-yearly monitoring system. 
Asian signatories include Japan, the 
Philippines, India, Mongoli ia, Sri Lanka 
and North Korea — some of whose 
human-rights records leave something. 
emen cw tO be desired and which 
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cluding. the Soviet 
Union, Italy, Japan, 
the Netherlands and 
Poland called on 
Britain to take action 
“to see that all provi- 
sions of the covenant | 
come to life in domes- 
tic law." 

Wennergren — also | 
called on Britain not 
just to “take the coven- | 
ant into account" (the 
phrasing used in the 
legislation relating to 
film censorship) but to 
comply with the co- 
venant to give it "firm, 
real binding force." 

The Yugoslavian 
spokesman for the committee, Vojin 
Dimitrijevic, told a press conference on 
9 November: “There was a feeling that 
the British Government somehow pre- 
maturely considers that matters relating 
to Hongkong are now predominantly 
the concern of China." He quoted 
Mauritian delegate Lallah as having 
told British representatives: “You don't 
return it as an empty apartment. There 
are people in it." 

The hearings were the first evalua- 
tion by a UN body of Hongkong's 





French national referendum. It re- 
ceived. ап 80% yes vote nationally, 
though the low voter turnout in France 
caused opposition politicians to de- 
Scribe it as a setback for the French 
Socialist Government. 


hile 57% approved the proposal in 
the territory, the results were 
nevertheless disturbing. In the loyalist- 
dominated south, 60% voted no. Rocard 
found himself with a referendum which 
had gained acceptance for the plan, only 
to raise doubts about its viability. 
Lafleur found himself deserted by 
his habitual supporters and faced with 
calls for his resignation. When he finallv 
commented 48 hours after the poll, Lat- 
leur said he had no intention of resign- 
ing "for the moment," though he 
warned that he would not tolerate such 
а defection by his supporters again. 
If Lafleur did eventually resign, it 
would leave his RPCR in a quandary, 
for he has no obvious successor. Few 





Ford: т Ур freedom. 





call into question the 
UN monitoring s 
tem. But the 
; among local 
rights groupsis 
additional safeg 
welcome im future 
| dealings with Peking. 
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understood to end 


| Тш with С ыза. 2 
Martin, Hongkon 
deputy solicitor-gen- 
eral and a member of the British deleg 
tion, said on his return that the cominit 
tee was үш y with the inform: 
vided and buzzing with suggestion 
China might adopt the covenant, 
A government view was expresse 
by Chief Secretary Sir David F 
November. “In spite of the crit 
think we all know that there are Û 
doms in Hongkong and I think уе ап 
know that these freedoms will be main 
tained — at least for the foreseeable fi 
ture," he said, 


local observers, however, in 
the result as a rejection of Lafle 
though the e N 
Front (NF) claimed the no vote res 
from its energetic campaign à 
plan, others attributed it to « subt, сой 
fusion, suspicion of France's 
Socialists, or just bad timing. | 
Of the three major signatories to the 
plan, only Tiibaou emerged retativ 
unscathed. In areas with ; 
majorities, the referendum had been 
carried overwhelmingly. Tiibaou n 
that the 57% majority signalled the firs 
time in 30 years that people on oppost 
sides had voted together. 
Whether this will translate into t. 
durable peace is another matter. 
МЕ, heartened by the 43% no 
already said that it will use eve 
means to block the plan. But, unt 
circumstances intervene, 4 
the battle in New Caledoi | 
economic struggle rather than an: 
one. 
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A general under fire 


The opposition levels its sights on the powerful military chief 


By Shim Jae Hoon in Taipei 
pposition members of Taiwan's 
parliament, long suspicious of the 
power wielded by chief of general staff 
Gen. Hau Pei-tsun, are seeking his res- 
ignation. 

An executive order issued by Presi- 
dent Lee Teng-hui extending Hau's ser- 
vice as the island's supreme military 
commander to eight years — well 
beyond the six-year limit set by law — 
has added to opposition fears that Hau 
may be consolidating his power which, 
in turn, could enable the general to 
overshadow Lee's civilian government. 

Hau's extension was even criticised 
by some members of the ruling Kuomin- 
tang (KMT). "If it were the case that the 
military would be out of control without 
Hau, then it's a dece signal [to the 
nation]," said KMT legislator Huang 
Chu-wen. He and a few other KMT law- 
makers have urged Hau to refuse the ex- 
tension and step down. 

The 69-year-old Hau, who is also a 
voting member of the KMT's policy- 
making central standing committee, 
maintains a high political profile, often 
expressing concern over the anti-gov- 
ernment, pro-democracy street demon- 
strations which have become common 
as Taiwan seeks to develop а more 
open, democratic society. Hau is a lead- 
ing member of the KMT's conservative 
faction, which still cherishes the dream 
of retaking mainland China from its 
communist rulers. 

Opposition Democratic Progressive 
Party (DPP) lawmakers in the Legisla- 
tive Yuan launched their campaign to 
unseat Hau as the general began his 
fourth term as military chief on 1 Nov- 
ember. Many are concerned that Hau 
may slow down — if not reverse the 
course of — democratic reform. Having 
been victims of martial-law harassment 
in the past, some DPP members are call- 
ing for legislation that would give parlia- 
ment a say in all major military appoint- 
ments. 

Spearheading the anti-Hau cam- 
paign is DPP legislator Ju Gau-jeng, 
who has criticised the military chief for 
“politicising” all three services of the 
armed forces. The сррревсиз сопсегп 
is two-fold: the КМТ” continuing ef- 
forts to get members of the 425,000- 
strong armed forces to join its own 
ranks, and the ruling party's harassment 
of those in the military who join the op- 
position's ranks. 

The opposition cites the case of 
Lieut-Col Liu Shui-keng, who was 
placed under house arrest for four 
months in 1987, allegedly for attending 
a DPP-sponsored rally. Since then, 





similar cases have come to light, despite 
assurances from Prime Minister Yu 
Kuo-hwa that armed forces personnel 
can freely join any political group. In 
another case, aides of Ju contend that 
artillery Lieut Chen Sheng-ching was 
re-assigned to the remote island of Tun- 
gyin because of his membership of the 
DPP. 

Earlier, Ju criticised the Defence 
Ministry for refusing Huang Yiu-wen, a 
DPP member's son, admission to the 
Defence Administration Institute. The 
ministry claimed Huang was refused be- 
cause of his "unstable family back- 
ground" rather than for any political 
reason. 

Pro-government legislators attribute 
Hau's new term to his prompt expres- 
sion of allegiance to Lee following the 
death of president Chiang Ching-kuo in 
January and the need for Hau's experi- 
ence in supervising Taiwan's continuing 
military modernisation programme. 

More neutral observers say Lee must 
rely heavily on Hau in military matters 
because he has no experience of his own 
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Hau: hardline towards China. 








in dealing with the military. In this L 
contrasts sharply with Chiang, who Ке,.. 
generals on their toes through repeated 
re-assignments. Those generals sus- 
pected of acquiring a personal following 
were promptly retired and sent abroad 
as ambassadors. 

"President Lee had no choice but to 
extend Hau's tenure as Hau's influence 
and power in the military is too great to 
ignore," Lu Ya-li, a professor at the Na- 
tional Taiwan University, was quoted as 
saying. п 


On second thought... 


A party organ withdraws article attacking US on Taiwan issue 


By Robert Delfs in Peking 
i n a move that may show Chinese con- 
cern to maintain steady relations with 
the US ahead of a Sino-Soviet summit 
meeting, Chinese Communist Party 
journal has retracted an article accusing 
the US of obstructing reunification of 
the mainland and Taiwan. 

The article, published in the interna- 
tional edition of Liaowang (Outlook) 
on 5 November and summarised by 
China's official Xinhua newsagency the 
same day, said Washington openly op- 
posed "excessive development" of 
mainland-Taiwan relations and had 
warned Taiwan against "suddenly open- 
ing its door wide" or entering into 
negotiations with the mainland on 
reunification. 

The Xinhua summary said the article 
"accused the US of expanding its al- 
ready substantial relations with Taiwan 
in an attempt to obstruct reunification.” 
Specifically, it alleged Washington had 
broadened arms sales to Taiwan by al- 
lowing transfers of military technology 
through civilian commercial апа 
technological channels. It dismissed US 





promises to cut arms sales to Taiwan 
"only symbolic." 

The article also alleged that US Pre- 
sident Reagan wrote to the central com- 
mittee of Taiwan's ruling Kuomintang 
(KMT) after president Chiang Ching- 
kuo died in January urging that Lee 
Teng-hui, Chiang's successor, also be 
appointed acting KMT chairman. 

Two days after the article appeared, 
Xinhua announced that it had been re- 
tracted. The author, Zhang Jingxu, an 
associate research fellow in the Taiwan 
Institute of the Chinese Academy of 
Sciences, Peking, was not available for 
comment. Liaowang's editorial office 
has made no statement on the affair. 
However, sources said the article had 
not been cleared before publication. 

At a time of rapid improvement in 
Sino-Soviet relations, Chinese foreign- 
policy officials are believed to be con- 
cerned about any statement that could 
damage or fuel anxieties over Sino-US 
relations during the run-up to a Sino- 
Soviet summit, expected in 1989. 

A US State Department spokesman 
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Good Vibrations. 


Everything is set again for the start. 

of Musikmesse Frankfurt '89. There will be more 
than 900 exhibitors from over 30 countries. 
Anything that гтакеѕ:а noise and has 

a name will be there. . 

Everything from the old to the new. 

Information on techniques, tips and trends. 
Books, reports and accessories to look at or 

try out. Information arid Discussion. 

A complete programme is being staged with 
advertising, workshops and concerts ~ 

all live for those who want to participate 

or for those who just want to listen. 
Musikmesse Frankfurt ~ the World Fair for Music. 
From 28.1. to 1.2. 89 for trade visitors. 

The weekend of 28. f.to 29.1. is also open 

to professionals, fans and friends. 


28.1.-1. 2.1989 
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in Washington expressed satisfaction 
that the article had been withdrawn 
"since its allegations were without 
foundation.” US policy has not 
changed, he said, citing Secretary of 
State George Shultz’ statement in 


Shanghai in March 1987 that the US | 


"welcomes developments — including 
indirect trade and increasing human in- 
terchange — which have contributed 
to a relaxation of tensions in the 
Taiwan straits.” 

The spokesman denied that the 
White House had intervened іп 
Taiwan's succession process after 
Chiang’s death. He said the US sup- 
ports a continuing evolutionary process 
towards peaceful resolution of the 
Taiwan issue, adding: “It has been the 
consistent position of the US Govern- 
ment not to intervene in this process, 
which is for the Chinese on either side of 
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the strait to decide free 
of outside pressure.” 
That the article ap- 
peared at all indicates 
some segments of 
China's foreign-policy 
establishment may op- 
pose Peking's official 
acceptance of the cur- 
rent level of unofficial 
US-Taiwan ties as com- 
plying with US commit- 
ments set forth in three 
Sino-US joint com- 
muniques — in particu- 
lar the Shanghai Com- 


hultz: no change. 


recent legitimisation of 
à political opposition 
that includes advocates 
of Taiwan indepen- 
dence are creating a 
situation in which future 
reunification may be- 
come more difficult — 
despite growing trade 
and investment ties be- 
tween Taiwan and China 
and the large numbers 
of Taiwanese travelling 
to the mainland. 
Western diplomats 
here discount the possi- 





munique of 17 August 
1982, which relates to US arms sales to 
Taiwan. 

There is speculation that some 
Chinese leaders may be concerned that 
democratic reform in Taiwan and the 


Variations on a theme 


Pyongyang responds to President Roh’s summit offer 


By John McBeth in Seoul 


| t took a joint meeting of North Korea's 
Central People's Committee, the Su- 
preme People's Assembly and the State 
Administration Council, but finally 
Pyongyang had а comprehensive 
answer to South Korea's recent flurry of 
diplomatic initiatives. The bottom line 
was stronger than ever: US forces must 
leave the South before peace is possible 
on the divided peninsula. 

“It looks like a catalogue of every- 
thing they have said before, put to- 
gether in one piece,” said a Western 
diplomat specialising in North-South re- 
lations. “The language they use indi- 
cates you have to buy the whole package 
before they tell you what comes next. 
There doesn’t seem to be any room for 
negotiations.” 

It is believed to be the first time the 
North’s three state organs got together 
to frame a communique on the North- 
South issue. And while North Korea — 
watchers acknowledge the syntax and 
grammar is sometimes 
difficult to follow, they 
say its acceptance by the 
government in Seoul ap- 
pears to be a new pre-re- 
quisite to a summit 
meeting between South 
Korean President Roh 
Tae Woo and North Ko- 
rean President Kim Il 
Sung. 

As the 8 November 
communique noted: “If 
tripartite talks involving 
North Korea, the Unit- 
ed States and South 
Korea and North-South 








military and political talks progress 
satisfactorily, then both North and 
South will hold top-level talks in a good 
atmosphere." 

Addressing the UN General Assem- 
bly in October (REVIEW, 3 Nov.). 
North Korean Vice-Foreign Minister 
Kang Sok Ju said a North-South summit 
was only possible if the US and South 
Korea called off their annual Team 
Spirit military exercise and if Seoul 
scrapped its National Security Law. But 
given that Kim delivered his speech only 
a day after Roh became the first Korean 
head of state to address the UN, the 
communique was viewed as a direct re- 
sponse to the president's message. 

The North Koreans noted the 
changes taking place in the external en- 
vironment, made generally positive 
comments about Roh's speech and, 
while calling the measures limited, did 
not attempt to vilify Washington's re- 
cent efforts to improve relations with 
Pyongyang. But in call- 
ing the US presence in 
the South "the biggest 
Obstacle to guarantees 
of a peace solution," 
they appeared to be 
playing on а rise in anti- 
Americanism in South 
Korea and a growing de- 
bate over the future of 
US bases on the penin- 
sula. 

This time around, 
Pyongyang produced a 
much more detailed 
timetable than in the 
past for a US with- 
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bility of any serious dis- 
agreements within the Chinese leader- 
ship over US relations with Taiwan and 
suggest that the author of the article 
may have been reacting to disinforma- 
tion from Hongkong or Taipei. п 


drawal, beginning with a two-pha 
pullout of nuclear weapons by 1990. In 
proposing an end to the US troop pre- 
sence overthe next three years, the com- 
munique said US forces and their com- 
mand structure should first withdraw toa 
line drawn between the southern seaport 
of Pusan and the neighbouring Kimhae 
Naval Base by the end of 1989. 

The next move would be for those 
same ground forces to pull out com- 
pletely within the following year — and 
US Navy and Air Force units by the end 
of 1991. An additional proviso insisted 
that the Americans cannot leave any 
io. eio] behind or continue to supply 
the South Koreans with more sophisti- 
cated military equipment once the first 
phase of the withdrawal is under way. 

The communique said that in concert 
with the US pullout, North and South 
Korea could begin reducing their own 
military forces — to 400,000 on both 
sides by the end of 1989, to 250,006 
the end of 1990 and to less than 100, 
by 1992. In an apparently new proposal, 
it suggested that with the relaxation of 
tensions, including a halt to all large- 
scale exercises, a telephone hotline 
could be established between the mili- 
tary high commands in the North and 
South. 

Although some communist officials 
have made a point of telling Western 
newsmen during Panmunjom раг- 
liamentary meetings that Pyongyang is 
not insisting on a US pullout before the 
conclusion of a peace agreement and a 
non-aggression pact, the latest docu- 
ment goes a long way towards negating 
that position. 

It said the mandate of the neutral na- 
tions’ supervisory mission — compris- 
ing Poland, Czechoslovakia, Switzer- 
land and Sweden — should be extended 
so it could inspect and confirm the US 
withdrawal and mutual troop reduc- 
tions. The mission would then deliver its 
report at tripartite talks between North 
and South Korea and the US. п 
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"The first time 
| flew first class... 











Was on Royal Jordanian’ Business (lass. 


I've flown Business Class before but Royal 
Jordanian's new Business Class is really different. 
Special check-in facilities, super wide seats 
that mean comfort all the way and good food and 
drinks – all served with a friendly smile. On this trip, 
| decided to stay ahead BUSINESS 


and always fly first class Ls Mice 
- on Royal Jordanis ÙO) OZAL 
Business Class. 


€ ROYAL JORDANIAN 45/9 280 
Setting new standards. 


"There's a very good partnership 
between I BM and us." 


Ardi Sutedja Director, P.T. Indomobil Niaga International, Jakarta, Indonesia 





ЖР 
Р ЖАГ тке 
LLLA 


3 ENSIS nra > 
= i A. | 
+4 NM Lo ча ~ = Е 


Eu 


un 
` 








Not long ago, Indo Mobil Group produced 


`. ошу small Suzuki motorcycles. Today, іп 


addition to producing Mazda, Volvo and 
Nissan cars, it also assembles 10-tonne Hino 
trucks. In many ways the size difference 
between a Suzuki motorcycle and a Hino 
truck symbolises what has happened to Indo 
. Mobil. It is ten times as big today as it was 


just five years ago. 





“In developing our 
database, we got great 
help from ІВМ. 
They appointed one 


person just to assist us. 





How do you grow so big so fast and not trip 
. up on your own success? For Indo Mobil 
Group, a key ingredient in managing growth 
was choosing the right partner: IBM. 


2. Together, Indo Mobil and ІВМ planned a | 


computer system that would expand to meet 
‘the car maker's needs far into the. future. 


ІВМ consulted on software requirements, 


advised on system capacity issues and 


. carefully supervised the installation and. | 


setting up of the system. 


99 








"We cannot ot get better 
technical support 

from other computer 
manufacturers.” ——— 





The system was originally designed to 
automate беттне one financial 





di | сш to compete 
with the s service | 





generated i in one-fourth the time. And more. 
expansion is in store, Indo Mobil is adding | 


| manufacturing and inventory control. 
. functions and eventually. hopes to link 
-directly to dealers. Thanks to IBM, it has a 


partner to build with, 
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On-time again. 


Whether they're on 
pleasure or business, 
passengers demand 


on-time performance 





from their airlines. 


And they're getting it from CFM56- 
powered aircraft. While building 
up over 8,000,000 flight hours, 

the engine has set an on-time de- 
parture record that's consistently 
over 99.9%. 


That's because the CFM56 is tops 
in reliability. It's also demonstratin 
the low maintenance that can add 
up to more than $1 million of sav- 
ings per engine in the first five 


years alone. 


The CFM56: With passengers, it 
means on-time performance. With 


airlines, that means good business. 


cfm О) international 
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THAILAND 


A consensus of sorts 


The leadership finds unity in stance on Indochina 


By Paisal Sricharatchanya in Bangkok 


hailand's leaders have finally found 

some common ground on policy to- 
wards Indochina after a period of bic- 
kering and confusion among senior poli- 
tical and military figures. 

The leadership's more unified stance 
is underscored by the presence of Prime 
Minister Chatichai Choonhavan, For- 
eign Minister Siddhi Savetsila and mili- 
tary chief Gen. Chaovalit Yongchaiyut 
on à team scheduled to visit Laos on 24- 
25 November. Each of the three has in 
the past expressed views on Indochina 
at variance with those of the others. 

But the unity reflected in the delega- 

1 to Vientiane does not mean that 
-..erences within the leadership over 
сеа раху conduct have been com- 
pletely resolved. With Chatichai seek- 
ing to improve Thailand's relations with 
key neighbours and with Chaovalit 
pn Thai-Lao ties, Siddhi and his 

oreign Ministry, which enjoyed rela- 
tive freedom in policymaking under the 
government of former prime minister 
Prem Tinsulanond, seems destined for a 
diminished role. 

At a lower level, differences in ap- 
proach and policy nuances with regard 
to Indochina that existed between 
Chatichai's personal policy advisers and 
some senior Foreign Ministry officials 
remain a source of conflict. It is feared 
this could escalate as Chatichai's advis- 
ers play a more prominent foreign 
policymaking role. 

The Foreign Ministry has become in- 
creasingly uneasy about the situation. 
While denying he and Chatichai are in 

ute over Indochina policy, Siddhi 
~~..ceded in an interview that he had felt 
more at ease working with Prem. “А 
close] relationship was established 
previously]," he said. “Since Chatichai 
and I belong to different parties, there 
might have been some initial setbacks in 
our communications. But things should 
improve." 

Aside from the crucial question of 
who should set foreign policy, there is 
also an element of partisan rivalry be- 
tween Chatichai, who heads the Chart 
Thai Party, and Siddhi, leader of the So- 
cial Action Party, a coalition partner. 
Chatichai was S ань to take the pre- 
miership immediately after July's gen- 
eral election, while Siddhi had clearly 
indicated his readiness to take up the 
top post. However, whatever rivalry did 
exist is said to have subsided. “We've 
been friends for 40 years," Siddhi said, 
"I've told him I would not contest his 
premiership.” 

Chatichai’s stated desire to turn In- 
dochina “from a battlefield to a trading 








market” — a pledge he made after being 
appointed prime minister in early Au- 
gust — initially caused a stir at the For- 
eign Ministry, as well as in Asean capi- 
tals. The goal seemed to mark a depar- 
ture from a long-standing policy, 
spearheaded by Thailand and Asean, to 
isolate Vietnam economically until 
Hanoi agreed to withdraw its occupa- 
tion forces from Cambodia. 

But whatever misunderstanding of 
the prime minister's words there may 
have been, it has since been cleared up. 
Chatichai, Siddhi said, was simply ad- 
vocating a long-term objective for which 
Thailand has been striving all along. 
The prime minister was gracefully urg- 
ing Vietnam to withdraw its troops from 





| Sino-Soviet summit in 
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ence here, Li Peng said China, which 
opposes Vietnam's occupation of Cam- 
bodia and has given substantial support 
to Cambodian resistance forces, would 
be satisfied with a complete Vietnamese 
withdrawal by June 1989. 

Given the recent announcement of a 
1989, where à 
Vietnamese withdrawal timetable is ex- 
pected to be high on the agenda, Siddhi 
is confident that a resolution to the 


| Cambodia conflict will be realised next 


year and that normalised Thai trade re- 
lations with Vietnam will follow over 
"the next year or two.” 

Meanwhile, an improvement in 
Thai-Lao relations is expected much 
sooner. Initially, there was some doubt 
as to whether Siddhi would accompany 
Chatichai on the Vientiane trip, which 
was initiated by the prime minister. But 
despite Siddhi's hardline stance on In- 
dochina, he decided to go along, dem- 
onstrating his flexibility in the chang- 
ing diplomatic (and political) cir- 
cumstances. 

After two rounds of unsuccessful 
talks with Vientiane, aimed at 
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Chaovalit inspects anti-Vietnamese operation: united stance. 





resolving a territorial dispute 
that had escalated into a 
bloody border conflict early 
this year (REVIEW, 3 Mar.), 
the Foreign Ministry was 
forced to take a back seat 
when Chaovalit stole the dip- 
lomatic initiative. In two 
widely publicised exchange 
visits with Lao military chief 
Gen. Sisawat Keobounphan, 
Chaovalit gave the impression 
that his efforts to secure better 
ties with Vientiane would 
prove more fruitful than those 
of the Foreign Ministry. 

Some analysts Saw 
Chaovalit’s high-profile In- 
dochina initiative as an at- 





Cambodia so that Indochina could be 
transformed into a peaceful mar- 
ketplace, the foreign minister said. 

Chatichai clarified his stance on In- 
dochina at a board meeting of the re- 
cently reactivated National Security 
Council — a forum chaired by Chatichai 
where sensitive foreign-policy matters 
with security implications are thrashed 
out. The prime minister said Thailand's 
fundamental negotiating position with 
Vietnam remains unchanged: Hanoi 
must withdraw from Cambodia before 
full-scale, bilateral economic coopera- 
tion can take place. 

This position was reiterated at a 
meeting between Chatichai and his vis- 
iting Chinese counterpart Li Peng on 11 
November. The Thais have asked the 
Chinese (and the Soviets) to use their 
influence to bring about a speedy Viet- 
namese withdrawal. At a press confer- 
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tempt to repeat his earlier suc- 
cess in neutralising the outlawed Com- 
munist Party of Thailand. But Siddhi, 
brushing aside suggestions that 
Chaovalit acted on his own, told a TV 
audience on 13 November that the army 
chief first consulted with the Foreign 
Ministry. 

"We've had close coordination with 
the military," Siddhi said. "Whenever 
Chaovalit wanted to go to Laos, he sought 
our advice. What he has done is good, 
since it all leads to the same objective 
Various agencies could chip in to help." 

Sukhumbhand Paribatra, a 
Chulalongkorn University academic 
and foreign-affairs adviser to the prime 
minister, said Chatichai’s Vientiane 
visit is only aimed at improving the bila- 
teral atmosphere and, as such, is not 
meant to be a “working visit” to 
negotiate outstanding problems. 
Nevertheless, he expects the trip to “set 
the agenda” on how bilateral problems 
can be resolved and what economic 
cooperation might follow. 

Despite Siddhi’s assurances that 














there is no conflict over the Lao issue 
within the Thai leadership, а prepara- 
tory trip to Vientiane on 7-8 Novem- 
ber by Sukhumbhand and another 
Chatichai adviser is understood to have 
caused resentment among some For- 


eign Ministry officials. 

The resentment underscores a 
broader rift below the leadership level 
over who should do what and how. 


While believing that the country’s for- 
eign policy formulation process should 
be broadened to take in ideas from 
Ep outside the Foreign Ministry, 

ukhumbhand sees his group's new ad- 
visory role as one complementing. 
rather than supplanting, that of the For- 
eign Ministry. 

Sukhumbhand dismisses suggestions 
that his team was set up as an indepen- 
dent body in competition with the For- 
eign Ministry, saying,"We are not in- 
tended to be that and don't have the re- 
sources." Sukhumbhand, once an out- 
spoken critic of the ministry, has been 
less so since assuming his advisory 
role. 

But concern remains at the Foreign 
Ministry that, owing to a lack of dip- 
lomatic experience, Sukhumbhand and 
his group could complicate or even 
jeopardise sensitive diplomatic negotia- 
tions. One example cited by ministry of- 
ficials was what they believe to have 
been Sukhumbhand's “premature” dis- 
closure that Chatichai is planning a trip 
to Hanoi next year. п 


JAPAN 





Diplomatic dangers 


Bangkok cancels deputy minister's trip to Rangoon 


A: the initiative of Foreign Minister 
Siddhi Savetsila, his deputy, Prapas 
Limpabandhu, was supposed to make a 
quiet trip to Burma in late November. 
Rangoon invited Prapas in an apparent 
attempt to break out of its diplomatic 
and economic isolation and the Thais 
seized the opportunity. But the trip was 
subsequently torpedoed by an ill-con- 
ceived media exercise. 

If the trip had materialised, it would 
have represented a propaganda boost 
for Rangoon. Thailand recognises Bur- 
mese statehood, hence the question of 
recognising the Saw Maung regime does 
not arise. However, critics pointed out 
that Prapas’ trip would have amounted 
to a tacit recognition of an internation- 
ally despised regime. 

A Foreign Ministry spokesman, ap- 
parently acting on his own, publicised 
the story to the press as a diplomatic 
coup for Thailand. Because of the sim- 
mering resentment within the Thai in- 
tellectual community against the Bur- 
mese military regime's human-rights 
violations, the disclosure of the trip 
sparked loud protests by local student 
groups and newspaper commentators. 

Siddhi had not consulted Prime 
Minister Chatichai Choonhavan before 
making the original decision. He said 


Barricading space 


The first Star Wars contracts to affect Asia 


By Nigel Holloway in Tokyo 


Alters the future of the US 
Strategic Defence Initiative (SDI) 
remains uncertain after President 
Reagan steps down, its political signifi- 
cance for Asia has grown now that 
agreement has been reached in Wash- 
ington for nine Japanese firms to take 
part in the programme. The amount of 
money is small (US$3 million for each of 
two contracts) and the research they will 
undertake is extremely basic at this 
stage. What is significant is that the 
work will prepare for defence against 
missile attack in the entire Western 
Pacific. 

The Reagan administration has been 
saying for several years that SDI, more 
popularly known as Star Wars, is not 
meant to protect the US alone, but until 
now there has been no tangible evi- 
dence of this as far as East Asia is con- 
cerned. Several contracts have been 
awarded to European and Israeli com- 
panies to look at the defence of their re- 
spective regions. The area covered by 
these two latest contracts awarded by 





the Pentagon is huge: the Pacific Ocean 
west of the International Date Line 
from the Aleutian Islands in the north 
down past Japan to the Marshall Is- 
lands. 

The aim of both contracts is as broad 
as their geographical scope. It consists 
of what is called a "defence architecture 
study" — to define the threat posed to 


US and Japanese interests in the area | 


from short- and medium-range missiles 
(both nuclear and non-nuclear) and 
then to identify how to meet that threat 
by using advanced technology. Much of 
the area is sea, but the firms could in- 
clude in their research land-based mis- 
siles fired from, say, the Soviet Far 
East, if they so chose. One consortium 
is led by LTV of the US and includes 
Kawasaki Heavy Industries. The other 
has Mitsubishi Heavy Industries at the 
helm and includes Mitsubishi Space 
Software, Fujitsu and Lockheed Mis- 
siles. 

Their reports, due by November 
1989, will then form the basis for further 








sending а deputy minister on an over- 
seas mission was well within his author- 
ity. Chatichai, however, told newsmen 
that Prapas could not go without his ap- 
proval. 

At a subsequent meeting with the 
military and other agencies, Siddhi de- 
cided to suspend Prapas' trip and later 
informed Chatichai. The minister told a 





SDI orders if the programme continues 
under the next president. The work will 
involve access to some highly sensitive 
intelligence information, but sources 
stress that this is no more important 
than the classified material Japanese de- 


| fence contractors often receive when 


manufacturing sophisticated arms 
under licence from the US. 
These contracts are the first awar 

to Japanese firms since the then prime 
minister, Yasuhiro Nakasone, reached 
agreement with the US on joining the 
SDI programme in July 1987, a sign of 
his government's commitment to pro- 
moting the security of the Western al- 
liance and not just Japan. The deals may 
quieten for a while US opinion leaders 
who have been urging Japan to share a 
greater defence burden, particularly by 
applying its formidable technical know- 
how to military matters. 


ue a separate agreement signed 
by the two countries as far back as 
November 1983, Japan said it was pre- 
pared to make an exception to its over- 
all ban on arms exports, by allowing the 
transfer of military technology to the 
US. This arrangement is linked politi- 
cally to SDI but is operated separately 
under a joint military technology com- 
mission involving the US State Depart- 
ment, the Pentagon, the Japan Defence 
Agency, the Foreign Ministry and the 
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TV interviewer on 13 November: “The 


timing is not suitable because many 
pore voiced objections. A trip to 
urma will definitely take place fat a 
later stage], since it is necessary to main- 
tain bilateral diplomatic continuity." 

In the first public comment by à 
senior Thai Government figure on the 
tumultuous events in Burma, Siddhi 
said Thailand did not interfere in 
Burma's internal affairs, but would like 
to see the country resolve its problems 
through peaceful and orderly means 
and create a government desired by the 
majority of Burmese. 

The Burmese chose to invite Prapas 
because he is a familiar figure, who for 
the past several years has been the Thai 
chairman of a bilateral border-demarca- 
tion committee. Apart from continuing 
talks with the Burmese on Thai timber 





SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. 
AND THERE NEVER WILL BE. 




















purchases and fishery cooperation, For- 
eign Ministry officials had hoped 
apas' mission could also look into po- 
ical issues, such as the human-rights 
situation in Burma. 

*Several countries have been expect- 
ing us to do something because we are 
an important neighbour of Burma," 
said a ministry planner. "The original 
decision to go might have been hastily 
made. But it was an opportunity for 
something to be done — such as advice 
to the Burmese to ensure a free and fair 
election — to help bridge the gap be- 
tween Burma and the international 
community." 










































Ministry of International Trade and 
Industry. 

Aside from SDI, only three approv- 
als have been given by Japan to transfer 
technology to the US. The first involved 
the guidance and control equipment for 
the Keiko surface-to-air missile and has 
been frozen indefinitely since it was 
*-nd that one of the owners of the 

hnology, Toshiba, was involved 
through a subsidiary in the export of 
strategically sensitive equipment to the 
Soviet Union last year. The other two 
provide management services for work 
on some US auxiliary vessels and an air- 
craft carrier and are being carried out at 
the moment. 

This tally is less disappointing for the 
US than it may seem, sources say, be- 
cause the Washington administration 
has only submitted three applications to 





"The moon phase calender” 
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BLANCPAIN 





There is still no Blancpain "collection" as 
such. The same case houses each of the 
six “masterpieces” of the art of watch 
making developed by Blanepain 





the Japanese side for approval. Submis- 
sions depend on the US deciding 
whether transfers require approval or 
depend on Japanese inge declining to 
sell the knowhow without it. The 
Tokyo government has a narrow defini- 
tion of the "military" technology that 
requires vetting by the joint technical 
commission. There are many cases of 
highly sophisticated Japanese machines 
being sold congenial to the Penta- 
on that do not come under this head- 
ing. US sources refuse even to guess at 
the size of these technology sales. п 
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$ Each watch is assembled, polished and 

сз finished by hand by the individual watch 
= = maker. 
F 3 Only about a dozen watches, each indi- 
as غ‎ vidually signed and numbered, dally 
© = = 8 leave the workshops of Blancpain — the 
58 = É oldest watch name not only in Switzer 
z52 2 land, but also in the world 
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SRI LANKA 
U 


By Manik De Silva in Colombo 
А` Sri Lanka writhed in the grip of 

mounting political violence just 
weeks before the 19 December presi- 
dential election, a series of crippling 
strikes in the public utilities was 
launched to back a demand that outgo- 
ing President Junius Jayewardene also 
dissolve parliament, whose term only 
ends next August. The demand was 
backed by the main opposition Sri 
Lanka Freedom Party (SLFP), which 
says it will boycott parliament until dis- 
solution is announced. 

The demand has divided the govern- 
ment, with Jayewardene apparently in 
favour of dissolution and Prime Minis- 
ter Ranasinghe Premadasa, the ruling 
United National Party's (UNP) presi- 
dential candidate, against. The indica- 
tions are that Premadasa's view will pre- 
vail. But both have indicated that they 
will dissolve parliament if the under- 
ground Janatha Vimukthi Peramuna 
(JVP) will participate in a national 
caretaker government which will run 
the presidential and parliamentary elec- 
tions. The JVP has refused. 

The opposition argues that the UNP- 
dominated parliament, and the resulting 
authority the sitting MPs enjoy, gives an 
unfair advantage to the ruling party at 
next month's presidential race. More im- 
portant, they claim parliament lacks po- 
pular support and legitimacy — а view 
shared by the Buddhist and Roman 
Catholic hierarchy. The present parlia- 
ment was elected in 1977 but when its 
term was due to expire in 1983, the gov- 
ernment successfully called a national 
referendum to extend its life for another 
six years. Thus, by the expedient of 
a simple majority in the referendum, the 
UNP managed to maintain its over- 
whelming majority in parliament. 


Terror stalks the land 


Violence and strikes back call to dissolve parliament 



















































ed. More than 500 UNP members have 
been killed in the past few months, in- 
cluding the party's chairman, its general 
secretary, a cabinet minister, MPs and 
provincial councillors. The USA lost 
its leader, popular filmstar Vijaya 
Kumaranatunge, who was married to 
Bandaranaike's younger daughter, and 
many ranking members and support- 
ers. 

The JVP has denied responsibility 
for the violence but the killings are gen- 
erally attributed to the Deshapremi 
Janatha риза (patriotic people's 
front or DJV), which is widely consi- 
dered to be the JVP's military wir 
JVP leader Rohana Wijeweera, whc . 
underground, is unambiguous in his ad- 
miration for the DJV. He denied to a 
newspaper that the DJV was an instru- 
ment of his party but admitted that 
some of his members belonged to the 
DJV. He described DJV members as 
“patriots” and said: “We will help them 
and support them. We respect them.” 

Whoever is behind the violence has 
demonstrated a frightening capacity to 
disrupt public life. Anonymous de- 
mands that shops and businesses close 
and services be halted were backed by 
selective killings and attacks. Buses, 
trains and work at the port, in banking 
and the fuel-distribution service were ef- 
fectively halted. Work on manystate and 
privately owned plantationsstopped and 
the government's post and telecom- 
munications services were disrupted. 

Hotel employees were told to stop 
work, forcing the government to send 
thousands of foreign tourists hor 
Emergency laws that named essen..... 
services had little effect at first though 
some people have since been per- 
suaded to return to work. 





argues that it should 
not budge because of 
the violence in the 
Sinhalese-majority 
areas where the JVP 
is active. The killings 
and terror campaigns 
have been aimed at 
the UNP and the 
United Socialist Al- 
liance (USA), а 
grouping of old Left 
parties and a break- 
away section of 
former prime minis- 
ter Sirima Ban- 
daranaike's SLFP. 
The UNP and 
USA have been left 
shaken and terrifi- 


The government E 








Premadasa: conciliatory. 


The government 
moved swiftly to deal 
with the strikes. An 
emergency  regula- 
tion permitting the 
police and security 
forces to dispose of 
dead bodies without 
inquests has been in- 
voked and curfew 
breakers and illegal 
demonstrators can be 
shot on sight. At least 
80 demonstrators 
were shot dead in the 
first few days. 

The government 
has said it would 
apply the death sen- 
tence to anyone 
threatening any citi- 
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Students in Colombo protest march: murder and mayhem. 








zen with death or bodily harm or 
printing, duplicating or distributing 
threatening letters or leaflets. The same 

es for anyone "organising or joining 

gal processions, or holding illegal 
meetings, illegally keeping away from 
work, or forcing others to keep away 
from work may be similarly punished," 
it said in a statement. It was reported 
that senior army officers would be ap- 
pointed High Court judges to quickly 
dispose of trials under these emergency 
laws. 

Despite the gravity of the situation, 
Premadasa has studiously avoided tak- 
ing a tough line against the JVP. He has 
said before that there is no proof that 
the JVP is behind the violence and is 
carrying on campaigning amid the con- 
tinued killings and disruptions. "Shops 
being closed give their employees a 
chance to concentrate on what I am say- 
ing," he said. 


hortly after he handed in his nomi- 

nation, Premadasa issued a state- 
ment saying that the “fires of the mind" 

d the "fires of hunger" must be 
aoused not with “firewater but with cold 
water." Analysts in Colombo have in- 
terpreted this to mean that he does not 
favour a harsh response to what is 
widely perceived as JVP-inspired vio- 
lence. He has subsequently said at 
election meetings that though the 
policies of the JVP and UNP may differ, 
they both want to alleviate poverty and 
hunger. 

Premadasa's efforts to try to bring 
the JVP into the political mainstream 
gathered added significance by a short 
reply by Wijeweera when a newspaper 
Mcd him what he thought of Pre- 
madasa's refusal to speak out against 
the JVP. "Whoever they be, we judge 
people by what they do and not by 
what they say," was Wijeweera's terse 
reply. 

The presidential race is essentially 
between Premadasa and Bandaranaike, 
though a third candidate is Ossie 
Abeygoonesekera of the Sri Lanka 
Mahajana Pakshaya, a constituent of 
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the USA. Abeygoonesekera claims the | 


voter is disillusioned with both the 
UNP апа SLFP and must have а third 
choice. 

The eight-party alliance which the 
SLFP said backed Bandaranaike's can- 
didature appears to be falling apart. The 
JVP has distanced itself — Wijeweera 
said Bandaranaike was in a weak posi- 
tion and the JVP did not need to cling to 
her to come into power. The Eksath 
Lanka Jathika Peramuna, formed by 
former members of the UNP, has also 
dropped out. 

The SLFP is, however, also steering 
clear of antagonising the JVP. It has 
claimed the UNP used the JVP name 
and disrupted SLFP meetings but it has 
become clear that the UNP had no hand 
in these incidents. Some SLFP organis- 
ers who have been threatened have left 
their constituencies and Bandaranaike 
has requested and been granted police 
and military security. Jayewardene has 
ordered that it should be as tight as his 
own security. 

Bandaranaike has said that in the 
conspiracy to disrupt her campaign, the 
plan is to first display anti-SLFP posters 
using the JVP name and follow-up by 
assassinating SLFP members and at- 
tacking businesses owned by SLFP sup- 
porters. According to the /sland, à 
newspaper published by a group of 
which her brother is chairman, a "pow- 
erful politician" she has named is in- 
volved in the alleged conspiracy. 

Increasingly large numbers of mod- 
erates, professionals, businessmen and 
others of the middle class are deeply dis- 
tressed by the anarchy and believe that 
the SLFP and the UNP, the country's 
two established democratic parties, 
must come together to form a national 
government. Their thinking was re- 
flected in a recent editorial in the /sland 
which said: "A national government 
alone can obtain for the people a tempo- 
rary respite. Everything else, including 
the presidential election, will come to 
look increasingly irrelevant in the face 
of the urgency for restoring normal con- 
ditions...” п 
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| А darkening scene 








| Military government resorts to repression to curb dissent 


. By Bertil Lintner in Bangkok 


Hetes of civil servants, students 
and other activists who participated 
in the pro-democracy movement in Au- 
| gust and September have been arrested 
| 11 Rangoon over the past few weeks. 
1 Diplomats view this development as an 
attempt by Gen. Saw Maung's military 
government to consolidate its power 
and crush all opposition. 

“Оп 31 October, Saw Maung's gov- 
ernment requested the resignation of 10 


| Burmese Foreign Ministry officials in 


a Rangoon for allegedly joining pro- 


| democracy marches. Another 30 Bur- 
теве working at embassies abroad have 


|. been recalled, according to diplomatic 
| sources. As a result, the three most 
| senior officials at the Burmese Embassy 
||. in Canberra resigned and applied for 
1 political asylum there (REVIEW, 17 
j| Nov.). 

<>, In other ministries, scores of officials 
have been dismissed and replaced with 
army officers. These include the direc- 





tor-general of communications and 
ports, officials of the Road Transport 
Corp., who brought demonstrators into 
Rangoon from the countryside, and the 
| director of the electricity corporation in 
||. the northeastern city of Taunggyi. 


SOUTH KOREA 


Beating a retreat 





In a related development, the police 
are rounding up or intimidating Bur- 
mese who previously sent information 
to the foreign media. The state-run 
Working People's Daily reported on 8 
November that Nay Min, a 42-year-old 
lawyer, had been arrested and charged 
under the Emergency Provisions Act 
for "sending false news and rumours" — 
the official euphemism for independent 
reporting — to the BBC. 

On 27 October, the same newspaper 
published an attack on the foreign 
media, claiming that "the demonstra- 
tions for democracy in Burma were di- 
rectly controlled and directed by the 
BBC in London." At the same time, the 
authorities have reminded foreign news- 
agencies that only “official correspon- 
dents" — government-approved Bur- 
mese citizens — are entitled to send 
news from Burma. 

"It's clear that the government wants 
to tighten its grip over the opposition 
and control the flow of information 
from the country," one Rangoon-based 
diplomat said. "They seem intent on 
closing Burma up. Even foreign stu- 
dents in [Buddhist] meditation centres 
are being expelled." 


Senior army officers say era of military coups is over 


By John McBeth in Seoul 


(Mould it be that life-long op- 
Wf positionist Kim Dae Jung is pre- 
parea to make peace with the military? 
While former president Chun Doo 
Hwan may beon the grill for his regime's 
misdeeds, Kim now says he is inclined to 
believe senior officers in the 540,000- 
strong South Korean army, who insist 
the time has passed when the military can 
intervene in the country's politics. 
Зоте of those same officers played 
ey roles in Chun's 12 December 1979 
coup and his subsequent rise to the pre- 
sidential Blue House — a power game 
at blocked South Korea's path to 
democracy and almost cost Kim his life. 
hief among them was Capital Garrison 
Command chief Lieut-Gen. Kim Jin 
Young, 50, who as a regimental com- 
mander in Seoul’s northern suburb of 
odaemun was able to neutralise much 
the Opposition to the 1979 takeover. 
Because of that involvement, the 
mventional wisdom among most 














South Korean commentators has been 
that he is a typical hardliner and an 
avowed opponent of democratic re- 
forms. But if the Seoul-based general 
does share the army’s jaundiced view of 
leftist dissidents, Kim Dae Jung says the 
legislators from his Party for Peace and 
Democracy who talked to him during 
the national assembly’s recent inspec- 
tion of government operations came 
away impressed. 

“According to the assemblymen, our 
military leaders, especially the army 
leaders and especially those who were 
taken as politically orientated generals, 
said there was no way for the army to be 
involved in politics,” he said during a re- 
cent interview. "I think our leaders are 
sincere in maintaining political neutral- 
ity." A ruling Democratic Justice Party 
(DJP) lawmaker, who accompanied the 
assembly defence committee to Kim's 
headquarters, said he was equally 
struck by the general's open manner. 

















An attempt by Buddhist monks to 
stage an anti-government demonstra- 
tion in Rangoon on 9 November was 
thwarted by troops stationed outside all 
major monasteries in the capital. 
Dozens of monks were arrested before 
any street marches could be held, ac- 
cording to sources in Rangoon. 

Other sources report that plain- 
clothes military intelligence officers fre- 
quently enter coffee. shops in central 
Rangoon with lists of names and even 
photographs of dissidents and make ar- 
rests. "Hundreds of people are being 
held incommunicado without charge,” 
one Burmese source said. A diplomat 
likened the continuing arrests in Burma 
to "Argentine-style disappearances." 


E specially alarming, according to dip- 
lomats as well as Burmese sources, is 
that many of the students who have re- 
turned from border areas have been 
maltreated. Officially, the governme»t 
has set up 27 reception centres along ti 
borders with Thailand, Bangladesh ai 
India for the approximately 5-10,000 
students who fled the brutal crackdown 
after the 18 September military 
takeover in Rangoon. The students 
have apparently been given until 18 
November to return, or be treated as 
“insurgents.” 

Officially, 919 students have re- 
turned to their homes, though indepen- 
dent sources say the number is about 
half that. Nevertheless, many of them 
have been arrested after spending a few 
days with their families and then inter- 





Gen. Kim is the recognised leader of 
Class 17 (1961) of the Korean Military 
Academy, whose graduates are now 
emerging near the top of the army 
hierarchy. The Capital Garrison Com- 
mand, incorporating one mechanised 
division and an infantry division, re- 
mains outside the US-controlled Coi 
bined Forces Command structure auu 
has traditionally been regarded as a vital 
political linchpin. 

Other Class 17 graduates who have 
attained three-star status include 6th 
Corps commander Yim In Jo, Special 
Forces commander Lee Mun Sok, and 
Presidential Security Service director 
Lee Hyon Woo. Only about 30 
graduates of ‘Class 17’s original 177- 
strong intake remain in service, but they 
have been drawing attention since the 
aftermath of the 3 May 1986 Inchon 
riot, when there were rumours they 
were planning a coup. 

Although Gen. Kim has since de- 
scribed the rumours as nonsense and 
dismisses suggestions that it led to a de- 
motion, some observers saw it as the un- 
derlying reason why Kim. was later 
moved from his armoured division com- 
mand in Seoul to the Third Military 
Academy in the southern city of Taegu. 
Whatever the circumstances, one of 
Chun's last acts — which he apparently 
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rogated by military intel- coup, is being ques- 


ligence. "We have also 
reason to believe that 

uite a few of these stu- 

ents have been extra- 
judicially executed," one 
diplomat said. One stu- 
dent source claimed that 
the families of arrested 
student returnees have 
received notes from the 
military authorities say- 
ing that "your son died 
from malaria he had con- 
tracted in the border 
areas." 

In a statement issued 
on 2 November, 43 op- 
position parties pro- 
tested against the arrests 
of students who had re- 
turned from the border 
areas, saying that such 








d 
کے‎ | I 





"uncalled-for forms of 
imidation are denounced as they pre- 
ıt a deliberate attempt to provoke the 

students and youths.” “Many students 

are in hiding because of this," one dip- 
lomat said. "If a student being obsit 
after is not at home, his parents are re- 
quired to register him as a missing per- 
son. House searches are deliberately 
carried out at night, after curfew.” 
Other dissidents have been rounded 
up and sent to work as porters for the 
army fighting ethnic guerillas in the bor- 
der areas. Trucks, equipped with 
machine guns, reportedly cruise the 
streets of Rangoon and pick up any 





initiated without President Roh Tae 
Woo's knowledge — was to appoint 
Kim to his current post (REVIEW, 28 
Jan.). 
at a recent round-table session with 
South Korean reporters, a rare enough 
occurrence in itself, the general replied: 
think I'm a rational and reasonable 
n with a strong sense of justice. I may 
look like [a hardliner] because of my 
rough appearance and the strong tone 
of my voice, but I don't think I am." 


A the military's political neutral- 
ity? “The miserable climate where 
the opposition thinks the military is the 
enemy and the government party is a 
perpetrator, should disappear," he said. 
“I didn't take part in [Park Chung 
Hee's] 16 May revolution, but I did sup- 
port it. Even though I still think it was 
necessary, it did not bring good results. 
What is necessary is that society create 
an atmosphere where soldiers can con- 
centrate on national defence." 

The recent sacking of two generals 
for ordering a street assault on a South 
Korean journalist is pointed to by some 
Class 17 officers as an illustration of how 
the political situation has changed. But 
more recently, in another equally reveal- 
ing insight into the ingrained military 
mind-set, a platoon of 9th Special 
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Burmese students join Karen rebels in frontline combat: deliberate pro vocation. 


tioned by foreign obser- 
vers. 

Each party is entitled 
to four telephone lines 
and 70 gallons (320 
litres) of petrol a week at 
the official price of Kyats 
3.5 (53 US cents) a gal- 
lon, at a time when the 
black-market price is 
Kyats 160 per gallon. 
Not surprisingly, there 
are now 104 registered 
olitical parties in 
Бка 


The Burma Socialist 
Programme Party 
(BSPP), which ruled the 
country for 26 years and 
now has been renamed 
the National Unity Party 
(МОР), is still believed 








young people they find. While some 
sources assert that it is possible to pay 
off the army to be freed from such ser- 
vice, most people appear to be too poor 
to do so. Such payments are often re- 
ported in the Working People's Daily as 
"contributions to the army." 

All these moves appear to have con- 
vinced Rangoon-based diplomats that 
Burma is not heading for the democracy 
that Saw Maung promised when he as- 
sumed power on 18 September. Even 
the way in which political parties have 
sprung up since the one-party system 
was abolished in the aftermath of the 


Forces Brigade pna carrying 
bayonet-fixed rifles, invaded a univer- 
sity campus and tore down posters call- 
ing for Chun's arrest. 

Although Class 17 was an important 
cornerstone of Chun's power base, sim- 
ре discipline and the realities о power- 

roking suggest its members who re- 
main on active duty have now lined up 
firmly behind Roh. But they are likely 
to come under continuing scrutiny all 
the same, given the number of retired 
graduates who now face questioning 
over the roles they played in the forma- 
tion of Chun's regime and some of its 
excesses. 

Perhaps the most prominent among 
this group is Ahn Hyon Tae, the Presi- 
dential Security Service chief for three 
years, who left the post when Chun 
stepped down last February. Known as 
the “memo-tank” for his prodigious 
memory and intellect, Ahn now acts as 
Chun’s personal assistant and the go-be- 
tween in negotiations with the govern- 
ment over how to secure an apology 
from the former president. 

Ahn has already appeared before a 
special national assembly panel looking 
into the finances of the Ilhae Institute, 
the Won 60 billion (US$86.95 million) 
think-tank, which was 
Chun's post-retirement refuge. Like his 











| Jin; ambassador to Mexico 
| Hyon; Hwang Kwang Han, a former 


to be favoured by the mi- 
litary — and at least 20 of the officially 
registered parties are considered crea- 
tions of the BSPP/NUP. "In this way, 
the old ruling elite will be able to run its 
own ‘multi-party democracy’ all on its 
own, if necessary," one diplomat said. 
No date has yet been set for the 
promised general elections. Opinions 
seem to be divided between those who 
think they will be called off and others 
who believe that the military will go 
ahead with its plans. But given recent 
ios developments in Burma, no- 
ody thinks that there will be free and 
fair elections. п 









predecessor as chief Blue House body- 
guard, Class 16 graduate Chang Se 
Dong, Ahn now faces charges that he 
erjured himself during the televised 
outing. 

Two other well-known Class 17 per- 
sonalities are Huh Sam Soo and Huh 
Hwa Pyong, both retired brigadier-gen- 
erals, who served as Blue House aides in 
1980-81 before falling out with Chun. 
The two are likely to be called as 
witnesses in assembly investigations 
into a forced 1980 press merger and 
other controversial issues. Huh Hwa 
Pyong created a stir last year when he 
wrote an article for the REVIEW which 
appeared to justify the military’s past 
political role. 

Graduates who have slipped more 
comfortably into civilian careers include 
Yoo Jong Yol, a former Blue House 
economics secretary and director of the 
Small and Medium Enterprises Promo- 
tion Corp. between 1982 and March this 
year; ambassador to Finland Choi Sang 
Tak Rah 


consul-general in Los Angeles, who 
now works on the research staff of the 
National Security Council, and one- 
time DJP lawmaker Chong Sun Ho — 





intended as | the only class member to enter parlia- 
ment. a 
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Kintanar and his wife at the time of their arrest. 





PHILIPPINES 


Another great escape 


The communist New People's Army chief slips out of prison 


By Rodney Tasker in Manila 
1 bizarre escape from captivity of 
one of the Philippines’ top rebel 
leaders, New Peoples Army (NPA) 
chief Romulo Kintanar, has given res- 
tive young officers in the armed forces 
more political ammunition against their 
leadership. 

The young officers, who have been 
loosely coalescing into a pressure group 
within the armed forces in recent 
months, were already smarting over the 
military leadership's handling of the 
controversial killing of air force Lieut- 
Col Francisco Baula while in captivity 
on 15 October. Baula had been arrested 
12 days earlier for the leading role he 
played in an attempted military coup in 
August 1987. 

Ironically, both Baula and Kintanar 
— activists from two extremes of the 
ideological spectrum — had been pri- 
soners in Manila's Camp Crame, the 
Philippine Constabulary (PC) head- 
quarters which was the focus of the suc- 
cessful revolt against former president 
Ferdinand Marcos in February 1986. 

Although serious laxity in detention 
practices was a common cause for com- 
plaint in both cases, concern among the 
Officer corps over the Baula case dif- 
fered widely from that of the NPA boss. 
Baula, a pilot, was a member of the Re- 
form Armed Forces of the Philip- 
pines (RAM) group of officers which 

layed a leading role in ousting Marcos, 

ut has since been largely discredited 
because of its coup-plotting against Pre- 
sident Corazon Aquino and Defence 
Secretary Fidel Ramos. 

While the military leadership quickly 
announced that Baula was shot by PC 
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guards while apparently trying to escape 
over a Camp Crame wall, it is widely be- 
lieved both in the military and in civilian 
political circles that he was murdered. 
But there are conflicting theories as to 
why and who would have ordered his 
death, one centring on his alleged con- 
nection with Marcos loyalists who had 
been plotting another coup. 

An armed forces panel has yet to 
complete its investigation into the mys- 
terious circumstances of the killing, but 
Aquino has ordered that murder 
charges filed by Baula's widow be heard 
in a civilian court. A recent meeting of 
the Philippine Military Academy 
(PMA) Alumni Association issued a 
statement strongly critical of the Baula 
killing and the way it was handled. Most 


activist young officers, like those in the | 


RAM group, are PMA graduates, 


he officers’ concern about the Kin- 

tanar affair focused on continued 
bungling by military leaders in their in- 
ability to keep dangerous men under de- 
tention. This concern was heightened 
by the fact that Kintanar, who was cap- 
tured in March, is leader of the 23,000 
NPA guerillas who are the armed 
forces’ main enemy. There was less mili- 
tary concern about the escape of Col 
Gregorio Honasan, the RAM leader 
who spearheaded the August 1987 coup 
attempt, and who broke out of a prison 
ship in Manila Bay in March, only three 
months after his capture. 

Improved military intelligence has 
led to the capture of nine top Com- 
munist Party of the Philippines (CPP) 
and NPA leaders in the past two years, 











the most recent being senior Northern 
Luzon CPP official, Ignacio Capegsan, 
on 6 November. But lax security for de- 
tainees, which feeds criticism that Mani- 
la’s stockades are like revolving doors, 
can only exacerbate tension among pro- 
fessional officers. These officers already 
feel hampered in their war against the 
communists by what they feel is a lack of 
support by the government, which they 
say will not even give the military 
emergency powers to crack the wide- 
spread insurgency. 

In an all too рка! сотіс-орега 
style fashion — which bemuses foreign 
observers but —€€— professionals in 
the military — Kintanar and his com- 
mon-law wife Glora Jopson escaped 
after being allowed to take a birthday 
cake to a party given by Kintanar's 
former chief jailer on 12 November. It 
was the birthday of PC Maj. Robelito 
Comilang, who had been suspended 
from his post as Camp Crame com- 
mander a month earlier because of t 
Ваша killing. Kintanar and his wa. 
were reportedly deserted by their 
guards at the party for a while, and 
they drove out of the camp in a waiting 
car. 

A furious Aquino said she was “call- 
ing to task Gen. [Ramon] Montano,” 
the PC commander, Three other offi- 
cers were reportedly relieved of their 
duties and three guards arrested. No 
mention was made of Ramos, who was 
armed forces chief of staff before be- 
coming defence secretary earlier this 
year. 

Criticism of Ramos’ leadership is 
one motivating force for politically ac- 
tive young officers. Military sources 
said the officers view their current chief 
of staff, Gen. Renato de Villa, as some- 
thing of a Ramos clone. Apart from a 
lack of clear, strong military leadership, 
Ramos and de Villa are criticised for 
generating a fresh brand of favouritism 
and patronage among more senior o 
cers — particularly those in the Fu. 
Both Ramos and de Villa were PC offi- 
cers. 

In this, the young officers share a 
common cause with RAM members. 
But while they look to the RAM as set- 
ting a desirable precedent in striving 
from below for more professionalism in 
the armed forces, they do not want to 
commit the same political mistakes 
which have led to RAM leaders being 
either arrested, driven underground or 
placed in harmless posts. Inevitably, 
some leading politicians would like to 
woo such a force within the military, 
with an eye on the 1992 presidential 
election, in which Ramos is expected to 
be a front-runner. 

The new, loose network of officers, 
who rank mainly between lieutenant 
and major, are nowhere near giving 
themselves a name or constituting а 
more formal organisation. "But you 
could call them the new RAM, or RAM 
II." an officer told the REVIEW. п 
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Over а century of unparalleled service 
and subtle splendour have earned 
The Oriental Bangkok the reputation 
of the finest hotel in the world. 
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quite simply, a legend. 
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and diplomatic district, 
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of the city surrounding it. The prevailing 
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€ THE new draft constitution for Fiji 
is designed to ensure that power, both 
political and military, will remain in the 
hands of the ethnic Melanesians. As 
Michael Malik reported (REVIEW, 13 
Oct.), the political uncertainty in the 
wake of two coups last year has led to a 
tense communal situation, an unwel- 
come decline in the tourist industry and 
an even more damaging exodus of skil- 
led Fijian Indians. 

One Fijian export product, photo- 
graphed by Robbie Robertson, is now 
ironically needed for domestic con- 
sumption. It is an air freshener called 
Peace ‘n’ Air and consists of pressurised 
cans of Fiji's atmosphere: 





The makers claim that its pacifying 
effects can be used in a variety of situa- 
tions: 








The directions read: Simply spray in 
the direction of conflict stop all discus- 
sion for 30 seconds and watch the change 
in attitudes. 

I doubt if this item will help solve the 
boring and sterile debate between 
psychologists about whether environ- 
ment or genes are more important in 
forming character, but it is evident that 
the Fiji atmosphere has not been 
squirted around in sufficient quantities 
recently. 

@ A LETTER to the editor of a re- 
gional English-language newspaper 
outlined a personal problem so feelingly 
that I think it is worth reproducing in 
full: 

"My father, Wan Shui, and his father 
before him, Wan Yuk-Shing, served in 
the merchant navy as cooks with the 
Shell Co. In 1940 my grandfather, Wan 
Yuk-shing, was sailing in a ship which 
was destroyed by a torpedo. 

Finding himself in Liverpool without 
a ship, he shipped out as second cook 
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and baker in a white crew ship. The cap- 
tain, Mr Knox (my grandfather tells me 
that everyone called him ‘Opportu- 
nity’), liked to eat ‘Board of Trade trea- 
cle duff' and taught my grandfather how 
to make it. My grandfather was taught 
always to use Tate and Lyle's tinned 
golden угар, 

Eventually, in 1946, my grandfather 
returned to Hongkong and taught my 
father how to make treacle duff. For 
тапу years my father and his father 
worked in the Shell ships and made trea- 
cle duff for the officers. 

One year, my grandfather bein 
home from the sea, made treacle duff 
for our family at Lunar New Year. 
Soon, we were the only family in Tai 
Kok Tsui, for that is our former home, 
that served treacle duff at Lunar New 
Year. 

About one month ago, my father 
travelled to the Wellcome supermarket 
on The Peak to buy a tin of golden syrup 
but to his shock and dismay found it was 
sold ina bottle. What I now ask is for the 
Wellcome Co. to say whether the treacle 
is the same and I would also like to ask 
the Shell Co. if they allow their cooks to 
make Board of Trade treacle duff with 
bottled treacle." 

The letter was signed by Miss Wan 
Fung-lin of Shatin, Hongkong. To the 
best of my knowledge. she never re- 
ceived an answer. I wonder if the 
REVIEW's rather wider readership can 
supply the traditional recipe for treacle 
duff. 

€ THE same local newspaper (Hong- 

kong's South China Morning Post) re- 
cently ran a news item about a Dutch 
cyclist who had fallen off his bike at a 
speed of about 240 km/h and had been 
badly injured. At the time he had been 
making ап attempt on the bicycling 
world land speed record along the sand 
flats at Utah in the US. Explaining how 
the accident took place, the newspaper 
stated: 

In speed record attempts, the cyclist 
pedals just a few metres behind a car 
that breaks wind for the rider. 

Of the many readers who delightedly 
sent this item in, one reported: “This 
creates a whole new meaning of the 
word ‘backfiring’: another wondered 
what was the Dutch equivalent of the 
German Gute Fahrt, and a third com- 
mented that he was not surprised that 
the cyclist fell off. 

€ TO jump across a continent, the in- 
vestment climate in the Indian state of 
Maharashtra is relatively good and last 
month the state's chief minister. Sharad 
Pawar, revealed the results of a trip he 
had made to the US, where he had 
talked in many cities to what are called 
non-resident Indians and obtained piles 
of money from them for investment in 
India — to the tune of Rs 1.244 crores 
or — to put it another way, Rs 12.44 
billion or — to put it vet another way 


— about US$858 million. Unfortunate- 
ly, the Times of India reported Pawar's 
triumphant return under the head- 
line: 


| Pawar gets piles from NRI | 


It's enough to stick in his craw 
€ VISITORS to Asia from Berlin, Ur- 
sula and Ronald Daus, presumably had 
a good trip (Gute Fahrt) to South 
Korea, despite а rather unwelcoming 
sign which they photographed at the 
Pomun Lake Resort: 











They read: 
Observance Matters 


1. Please have a shower before get in the 
pool. 

. Please take it consideration having the 
swimming of the guest who has eve 
disease, skin dermatitis ets., that would 
give the bad influence to the public 
sanitaion. 

3. Please do not have swimming 
continuously more than 3) minutes 
for the matter of physical balance 
and fatigue. 

4. Please follow to the request of safty 
guide so for as the matter is concerned 
to the safty. If it is not in the case, 
should obay to the order that be out of 
pool. 

5. Please undergo medical treatment 
in case of having an injury. 

However, guest have to follow to the 
direct of nurse if in case of a 
serious wound. 

Thank you 


The Management 
| € SWIMMERS are often made to feel 
unwelcome. Joe  Yenovich photo- 
graphed a similar regulatory notice at 
| Taiwan's beach at Taoyuan 


^2 
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Palawan's forests appear doomed in a power struggle 


The politics of plunder 


By James Clad and Marites D. Vitug in Puerto Princesa 


The Philippines' big- 
| gest province shelters 
| the country's largest 
remaining area of 
endangered tropical 
forest and its most fer- 
tile fishing. grounds. 

Haec. Palawan, à long slen- 
der island southwest of Luzon, is the last 
frontier, the last national treasure of 
exotic flora and fauna. 

But Palawan is being plundered. Its 
destruction, spurred by a lack of a politi- 
cal will to stop it and administrative ne- 
glect, has set the stage for a last-ditch 
struggle by conservationists. The fight 
over Palawan's resources contains in 
miniature the structure and workings of 
Philippine politics: the interlocking in- 
terests of politicians, government offi- 
cials, the military and the businessmen 
who control the province's economy. 
Sadly, the conservationists are the more 
likely losers. 

The conservationists led by the 
Manila-based Haribon Foundation are 
on one side. Haribon activists are col- 
lecung a million-signature petition to 
present to President Corazon Aquino. 
urging her to declare a logging ban in 
the province. On the other side is Jose 
"Pepito" Alvarez, the island's timber 
tycoon who controls the only two com- 
mercial logging companies operating in 
the province. He and his supporters 
point to the economic benefit his log- 








ging activities bring to Palawan, espe- 
cially employment to more than 1,000 
workers and sustenance for their 5.000 
dependants. 

The fate of Palawan's landscape has 
become intertwined with the direction 
of the growing friendship between Al- 
varez and Ramon Mitra, speaker of the 
House of Representatives, Aquino's 
confidant, chief of her new coalition 
party and a leading aspirant for the 1992 
presidential elections. 

The backdrop of this partnership be- 
tween business and politics is Palawan's 
forest. now threatened by the destruc- 
tive logging practices of the very rich 
and the  slash-and-burn — farming 
techniques of the very poor. Delfin 
Ganapin, a consultant who helped 
frame the province’s environmental 
plan. said the island has been losing 
about 19.000 ha of forest every year 
since 1979. In 20 years, it could lose 
more than 400.000 ha or 60% of its 
forest cover of 780.000 ha. 

Old-fashioned political patronage is 
hastening the island's already worrying 
despoilation, and Mitra ts the latest fig- 
ure to dominate traditional resource 
politics here. Critics say his friendship 
with Alvarez suggests little has actually 
changed in Philippine politics since the 
overthrow of president Ferdinand Mar- 
cos in February 1986. 

Local favouritism did not begin with 
Mitra: the island’s Marcos-era kingpin, 





Teodoro Pena, served in the central 
government as natural resources minis- 
ter, helping Alvarez gain his two huge 
(168,000 ha) forest concessions in north 
Palawan — Pagdanan Timber Products 
Inc. (PTP) and Nationwide Princesa 
Timber Inc. — in the early 1980s. In re- 
turn, Alvarez supported Pena's bid for a 
seat in the former legislature under 
Marcos. 

Alvarez simply changed sides at the 
right time. switching to Mitra in 1986 
and helping fund his 1987 congressional 
and lower house speakership са 
paigns. Today, Mitra rides in the sai... 
helicopter that Alvarez used to loan to 
Pena. In an interview, Mitra acknow- 
ledged he had received some help but 
declined to give details. 


H: said relying on Alvarez’ re- 
sources, like his helicopter, was bet- 
ter than relying on the government and 
eroding the government's resources. "Is 
it wrong to be the friend of a rich man?” 
he asked. 

Gen. Napoleon Angeles, command- 
er of the unified military forces in Pala- 
wan, openly says Alvarez provided the 
timber for their grandstand. Alvarez 
has said that he gave planks of wood for 
the fence around the Philippine Con- 
stabulary headquarters. 

Atop a hill in a suburb of Puerto 
Princesa stands Mitra's recently com- 
pleted house, an architectural marvel. 


Resources Secretary Fulgencio Factoran accusing PTP 


The timber tycoon and 
his influential friends 


Т "Pepito" Alvarez is majority shareholder and vice- 
president of Pagdanan Timber Products (РТР). Palawan's 
largest timber concession company. He also controls Nation- 
wide Princesa Timber (NPT), the island's second largest 
timber firm. Between the two, Alvarez holds Timber Licence 
Agreements (TLAs) covering 168,000 ha in northern Pala- 
wan; PTP's term expires in the year 2007, while МІРУ TLA 
runs out in 1999, 

The British consulting firm Hunting Technical Services 
claims these and other timber concessions are routinely sub- 
jected to "gross overcuts." That is just one problem: senior 
government officials describe Alvarez as presiding over “а 
constantly expanding concession," which means that the TLA 
boundaries are laxly enforced. They claim this happens be- 
cause of Alvarez’ close links to House of Representatives 
Speaker, Ramon Mitra. 

Timber concessions have long sparked scandal here, 
but the debate over Alvarez is picking up. In July. senior 
provincial board member, Nilo Caabay, wrote to Natural 





“indiscriminate cutting of trees," cutting “under-sized 
logs." and of extending tacit permission to Kaingineros (slash- 
and-burn farmers) to ravage the forest even further. He 
asked Factoran to authorise a stump count and a tally of log 
piles. 

Three months later, Caabay had received no answer — ex- 
cept a testy note from РТР claiming that cutting was confined 
to two operation sites only. A field visit to the area, however, 
contradicted those assurances; there appears to be PTP- 
sanctioned logging in at least two areas lying outside PTP’s of- 
ficially sanctioned cutting areas. PTP's chairman Peter T. 
Roxas, responding to questions submitted to Alvarez by the 
REVIEW, however, denied that his company had logged out- 
side the boundaries of its concession area and that PTP's area 
was being overcut. 

Alvarez, who is married to the daughter of a long-time po- 
litical loyalist of former president Ferdinand Marcos from 
Mindanao, came to Palawan in 1981 from Indonesia, where 
he had worked for a Japanese timber company for 10 years. 
He looked around for an area to log and found Pagdanan. А1- 
varez recently acquired Pagdanan from the government's As- 
sets Privatisation Trust, to which it had been passed by the De- 
velopment Bank of the Philippines, for P26 million (US$1.21 
million), Alvarez claims his hard work turned this log-making 
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mostly made of wood. The ranch-style 
house is surrounded by a wide, wooden 
porch, and off its wood-panelled living 
room, is the anchor of the house: a giant 
tree trunk stretching to the roof. This is 
an ipil log from Alvarez' Pagdanan mill, 
and it is said that it needs three men with 
outstretched arms to embrace it. It is 
also whispered here that Alvarez helped 
Mitra find his new home. (Mitra pur- 
chased his 10-ha lot for P 1 [5 US cents] 
per m?.) 

Alvarez denied rumours that he was 
instrumental in building Mitra's home, 
but he did not deny he was friendly with 
Mitra: “I like the guy. I like him to suc- 
ceed,” 

A glance at maps in northern Pala- 
wan's Bureau of Forest Development 
(BFD) office is revealing. Overlapping 
concessions to prominent political 
families crisscross the BFD's 252,867 





cious, resin-bearing almaciga trees. Al- 
varez’ kin, on paper, have 2,000 ha for a 
“clove plantation,” and there are plans 
to expand this hectarage. All in all, as 
Agriculture Undersecretary Carlos Fer- 
nandez told the REVIEW, “Palawan has 
been awarded three times over.” 


almost free rein to businessmen to 
lease and develop large tracts of forest 
land and in exchange pay taxes to the 
government. The Asian Development 
Bank (ADB), in a June 1988 study on 
the Philippine forestry sector, estimated 
that concessionaires, after meeting all 
reasonable costs, could make a net pro- 
fit of as high as P100,000 (US$4,673) 
per ha harvested. 

Others also appear to have benefited 
from this system. Earlier this year, the 
Bishop of Palawan, Francisco San 


2 pened this set-up, the state gives 








Diego, became the only bishop among 
his 100 peers to dissent publicly from a 
pastoral letter attacking environmental 
despoilation (REVIEW, 25 Feb.). San 
Diego is alleged to receive free lumber 
from Alvarez; the bishop, however, de- 
clined to be interviewed or answer any 
questions on this allegation 

Helping sustain this network is pro- 
vincial Philippine Constabulary com- 
mander Col Saturnino Medina and his 
deputy, Maj. Arsenio Florentino Luna, 
a flamboyant man with a shaved head 
who normally wears а jump suit with 
a camouflage print. One of Alvarez' 
timber concessions encircles San Vic- 
ente, a town in the northwest where his 
younger brother Tony, who often tra- 
vels with an armed guard in tow, was 
made mayor in January. 

Mitra gets testy about the word “pa- 
tronage." In the interview, he called the 
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ha territory ош of 
Palawan's 780,000 ha of 
est. Alvarez’ conces- 
vns alone cover more 
than 50% of the BFD's 
area and 25?6 of Pala- 
wan's total forest area. 
Other examples of 
such concessions in- 
clude the rattan and 
nip a palm concessions, 
property of the wife of 
Palawan Governor Vic- 
toriano Rodriguez. Ex- 
governor Salvador Soc- 
rates, meanwhile, re- 
tains sizeable "pasture 
leases," and the former 
mayor of Taytay in Pala- 
wan, now on the provin- 
cial board, extracts rat- 
tan from an officially 
acknowledged 66,687 ha. 
Other influential 
families log the pre- 


illegal logging: 


ae 


canit be stopped? 


«cession into a profitable one, but others maintain that the 
recovery in timber prices may have been a more important 
factor. 

The PTP is also dogged by tax problems. In a 26 August let- 
ter, the government's tax authorities listed accumulated ar- 
rears of P358,000 from 1986-88, from just one municipality. 
Roxas said that PTP had been paying taxes and denied any at- 
tempt at tax evasion. 


he profits from logging have brought political influence. 

The logging camps are thought to have delivered reliable 
votes for Mitra in 1987, and for lesser officials since then. “I 
don't believe it," says Governor Victoriano Rodriguez when 
asked about the links between Mitra and Alvarez. “Much of 
the talk is black propaganda," he adds. 

When asked whether the Alvarez concessions were wreck- 
ing the forests, Rodriguez said: “Уе want him to continue. . . 
we want him to help us guard the forests from the kaingineros 
... anyway, no matter what he does he will never be able to cut 
all the trees." 

The usual practice on Palawan, to which most petty politi- 
cians subscribe, is to receive a share of the natural resources. 
Alvarez simply follows the same but more profitable groove. 
"Sister corporations are created to plant tree crops on lands 
denuded by PTP and NPT operations; these then become 














term “a slur, an insult 

. why cannot people 
just believe that I love 
my province?" Mitra 
has links to Palawan 
through his mother's 
family. He became the 
island's congressman in 
the 1960s. In 1969, he 
joined the old, pre-mar- 
tial law Senate, and was 
jailed by Marcos in the 
early 1970s. When he 
was released, he went 
into cattle-ranching and 
copra. 

But not everyone in 
Palawan is happy with 
what goes on. Vice- 
&| Governor Arthur Ven- 

| tura speaks his mind; so 
does a minority faction 
on the largely powerless 
provincial board. There 
are other pockets of op- 








alienable," says Agriculture Undersecretary Carlos Fernan- 
dez. “If you have 1,000 ha, one fence post and one cow tied to 
it, you call it a ranch," he says. 

Meanwhile, a swarm of foreign advisers are gunning 
for the concession system that has brought wealth to Alvarez. 
"Alternatives to the logging concession system should be 
developed," a German report states flatly, while an in-house 
ADB paper says: "Experience has proved that it was this 
system [the TLAs] which lay at the root of forest despoila- 
tion." 

"In Palawan . . . I have witnessed the havoc that one pow- 
erful logging company has wrought to its northern forest 
areas during the previous regime," comments University of 
the Philippines’ environmentalist Percy Sajise, referring to 
PTP. Under the new government, however, and under 
Mitra's protection, nothing appears to have changed. **Poli- 
tics is power, but to be there you need resources — and natu- 
ral resources provide this power," he says. 

Alvarez may have attracted much odium, however, some 
say that by the rapacious standards of the logging industry, he 
is "relatively responsible." National Resources Secretary 
Fulgencio Factoran has said: “If I had to cancel 50 TL As of 
worst exploiters, Alvarez would not be among them." Pala- 
wan, he said, was “not a special case." Other regions have suf- 
fered worse ravages. — James Clad 
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position to Mitra, especially among the 
ornamental fish smuggling operators 
who are unhappy about his attempts to 
force them out of business. And, the en- 
vironmental activists known as Haribon 
(loosely translated as "king of birds" or 
the nearly extinct Philippine eagle) have 
begun their signature campaign. 

"The rate at which [Palawan's 
timber] resources is being degraded is 
going up dramatically." the British con- 
sulting firm Hunting Technical Services 
commented in a recent report. From а 
level already of 6,000 ha/year in the 
early 1970s, annual forest loss has risen 
to 19,000 ha/vear in 1988. 

Logging does not simply mean fewer 
trees. Silt cascades from denuded lands 
into the island's fishing grounds, upon 
which Manila's markets rely. Already, 
191 river catchment areas "are seriously 
degraded," the Hunting report claims. 
"With every year of inaction the prob- 
lem will become more intractable and 
the costs of rehabilitation will increase 
astronomically," it adds. 

More specifically, run-off from Al- 
varez’ РТР concession is harming 
tourist beaches and spoiling coral-reef 
diving. Reliable evidence suggests Al- 
varez' company routinely operates out- 
side the nominal boundaries of the 
Timber Concession Agreements 
granted by the central government. Re- 
sort Owners are angry, but Alvarez 
maintains considerable numbers of pri- 
vate security guards and has an intem- 
perate reputation. 

Belatedly becoming sensitive to the 
despoilation issue and particularly to 
mounting foreign criticism, Mitra and 
. fellow Palawan congressman David 
Ponce de Leon have sent a bill to the 
Philippine legislature which, if enacted, 
calls for the implementation of the 
Hunting report’s “strategic environ- 
mental plan,” or SEP. If put in place, 
this plan would: institute the monitoring 
and regulating of logging companies: 
create “environmentally critical areas”; 
limit licence areas to 50 ha and to a one- 
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Palawan protest campaign: belated sensitivity. 














year period, and prohibit export of logs 
or lumber. 

"Which shall Palawan choose — the 
environment or development?" the 
preamble to House Bill No. 10945, in- 
troduced on 25 May, asks rhetorically. 
“The answer is both,” it says, predictably. 


uring the interview, Mitra seemed 

to have an incomplete understand- 
ing of what the SEP would achieve. He ex- 
pressed surprise at the plan’s proposal 
for an immediate, 50% reduction in pre- 
sent logging rates. Instead, the SEP 
would set “sustainable yields,” which 
would set a target of harvesting only 40 
cm of wood per ha and allow for logging 
in an area only once every 45 years. The 
island’s present rate, by contrast, ex- 
ceeds 60 cm/ha with a cutting cycle of 
only six to eight years. Within Alvarez’ 
concessions, the logging rate would drop 
in cutting to just one-fifth the current 
hectarage now being logged. 

Mitra apparently does not want this 
to happen. But, he also wishes to appear 
as the good environmentalist. Instead of 
taking aim at the timber concessionaires 


Words, words, everywhere 
and not a thing is done 






The rapid depletion 
| of Palawan's marine 
| and timber resources 
has been labelled 
а blatant economic 
| stupidity by a number 
^r jJ of local and for- 

S d eign reports. Studies 
emerging this year, such as the World 
Resources Institute's The Forest for the 
Trees or the East-West Centre's Log- 
ging Versus Tourisms and Fisheries in 
Palawan, show that there are greater 
economic benefits from slower. more 
restrained exploitation of the forest. 





Whatever the data, it is far from cer- 
tain whether the practices in Palawan 
will change in time to make any differ- 
ence. In 1968, 92% of Palawan's land 
was covered with forest that had never 
been logged. During the following nine 
years, this disappeared at the rate of 
2,000 ha a year. From 1979 until now, 
the rate has increased to 19,000 ha a 
year, according to the British consulting 
firm Hunting Technical Services. 

Another resource problem in Pala- 
wan concerns destructive fishing prac- 
tices. Fish-dealers in Hongkong will pay 
US$100 a kg and more for live mameng 
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— he claims Alvarez actually "guards 
the forest against Kaingineros, "(slash- 
and-burn farmers) — he turns his atten- 
tion to illegal fishing methods which 
have caused hideous damage to coral 
reefs. 

Mitra talks tough about these prac- 
tices. “I do not see anything illegal in 
sinking [illegal fishermen's] boats,” he 
said. The pro-Mitra Palawan Times, a 
bi-monthly newspaper controlled by de 
Leon's wife Eva, fulminates against 
dynamite — and cyanide fishing 
techniques: "Possessed by greed, they 
[the illegal fishermen] lust for instant 
wealth regardless of the incalculable 
damage they cause." 

Illegal fishing practices do great 
harm, but experts say that marine re- 
sources suffer as much, if not more, 
from the silt run-offs caused by over- 
logging back on shore. Mercury slag 
heaps and silica dumps along the 
coastline do not help matters either. 

Much of this seems parochial st 
or, at least, just one among many fact. 
in Manila's politics. But another dimen- 
sion extends well beyond Palawan and 
the Philippine political culture. 

In recent years, foreign agencies 
have donated funds for conservation 
schemes in Palawan. And at present, a 
number of projects, including the deve- 
lopment of the SEP. rely on foreign sup- 
port. Mitra's political prominence is ob- 
viously a factor in Palawan's ability to 
attract foreign funds. The European 
Community (EC) gave US$7 million to- 
wards an integrated area project, 
primarily funded by the ADB, seven 
years ago; and, a continuation of the 
delay-plagued project may receive some 
more EC funding. The Japanese are 
also giving aid as are the Americans. 

Perhaps this foreign funding and at- 
tempts to implement the SEP will create 
the necessary administrative power to 
slow the environmental damage. But 
without the political will, foreign fui 
and legislation can do little to stop cic 
politics of plunder in Palawan. п 


and /apulapu fish; some Chinese be- 
lieve the mameng, an ornamental fish 
with golden scales, brings prosperity 
and longevity. Eating lapulapu achieves 
the same result. 

They might think otherwise if they 
knew how the fish are caught. For about 
15 years, Filipino fishermen have been 
bagging these fish by squirting cyanide 
at them — which frightens them to the 
surface and right into the fishermen's 
nets. Smugglers then ship the catch to 
Hongkong in water-filled holds contain- 
ing as much as three live tons. Local of- 
ficials connive in the trade, run by 
Filipino-Chinese. The cyanide, mostly 
American-made which comes from à 
depot in Manila, also damages coral 
reefs (perhaps 5% of reefs in the Phi- 
lippines remain in pristine condition). 

High-level government officials are 
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trying to persuade fishermen to use sen- 
sible methods: House of Representa- 
tives Speaker Ramon Mitra, for in- 
stance, holds strong views on the issue. 
So does Agriculture Secretary Carlos 
Dominguez who, on 22 September, said 
"we stand uncompromisingly behind à 
fish-net] training programme" to wean 
ishermen off cyanide. But the practice 
continues without effective discourage- 
ment and environmentalists are scepti- 
cal of the government's promise to 
stamp it out. 

In Hongkong. the Municipal Ser- 
vices Branch of the government ran- 
domly tests live fish sold in restaurants 
for traces of cyanide. Dr Ronald Perry. 
the branch's hygiene adviser, said that 
only one of the samples tested had a 
trace of cyanide near the 0.1 part per 
million standard set by the World 
Health Organisation for drinking water. 
"Since those fish are sold alive, the 
cyanide is used just to stun them. As 
long as the fish recover, chances are the 
level of cvanide is very low and the 
health risk [from eating them] is negligi- 
ble," he said. 

Perry said the government's tests are 
fairly irregular. But there is no question 
that cyanide fishing does present а po- 
tential health risk to those eating the 
fish (this spurred the Hongkong Gov- 
ernment to pass an ordinance in 1987 
banning cyanide fishing in the terri- 
tory). 

Orest protection, too, seems to 
have a slim chance of success. One basic 
problem is officials' over-estimating the 
amount of residual forest. For example, 
the Germans say in a report that “78% 
of the total area of Palawan is legally 
classified as forest land [but] the actual 
forest cover in 1985. however, [was] 
only around 47% or 696.600 ha." Based 
on ап annual exploitation rate of 5,100 
ha, the report concludes, "[Palawan's] 
old growth forests will completely phase 
out in about eight years." 

Much of that, directly or indirectly, 
results from logging concessionaires — 
such as Jose "Pepito" Alvarez — who, 
quite literally, clear the way for slash- 
and-burn farmers to complete the 
_ forest's devastation. It is the logging 
roads that provide poor, migrant farm- 
ers an entry into the forests long after 
the loggers have left. 

These farmers, called kaingineros, 
burn parcels of the forest, cultivate sub- 
 sistence crops for a season or two and 
then move on to another forest parcel 
| and repeat the cycle again. Often, the 
farmers practise this shifting cultivation 
because the soil that once nurtured 
tropical hardwoods is thin and easily 
` leeched of its nutrients by agriculture, 
_ socrops fail after a few plantings. 

. A recent confidential report con- 
| firms this destructive trend and con- 
_ cludes that the rate may even be higher. 
_ “Old growth forests [on Palawan] de- 
| clined by 22.000 ha annually during the 
| last 20 years," a report by a joint Philip- 
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pine-German Forest Resources Inves- 
tory Project estimates, adding that the 
pace of despoilation is also quicken- 
ing. 

s. Residual forests covered 213.600 ha 
in 1985; in 1988, their area is estimated 
at 178,000 ha," or 10% of the dwindling 
Philippine forest cover which most 
specialists now expect to disappear al- 
together by the turn of the century 
(REVIEW, 25 Feb.). This rate of de- 
forestation is, however, not unique to 
Palawan. “The rate of tropical forest de- 
struction in the Philippines is consi- 
dered to be among the highest in the 
world," an in-house Asian Develop- 
ment Bank (ADB) paper said this 
year. 

The logging companies are only one 
factor. In fact, "not more than 10 or 
20%” of the trees disappear because of 
heavy logging operations, says the Ger- 
man report. Kaingineros complete the 
destruction. About 3 million m^, “al- 
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most 10 times the [country's] annual 
timber requirements, are destroyed an- 
nually by land clearing for shifting culti- 
vation and permanent agriculture." 


T: Department of Environment and 
Natural Resources and the ADB are 
jointly AMA an “upland stabilisa- 
tion project,” which aims to promote an 
alternative to shifting cultivation and 
improve the income of residents of the 
upland areas. But the effects of this pro- 
ject have been minimal in the face of a 
growing Palawan population, officially 
put at 400,000, but probably higher. 
(This rate is expected to double over the 
next 20 years.) 

The main use of land that is not oc- 
cupied by forests is for agriculture. Set- 
tled agriculture is practised in only 8% 
of the arable areas, or on less than 
100,000 ha while kaingin (slash-and- 
burn technique) is practised on 23% of 
the land — 265,000 ha — by 85.000 





poopie Fan estimate.) More than two- 
ifths of this area is cleared for short- 
term cropping and later abandoned. 
Rice is the main crop, followed by 
maize. A more settled form of agricul- 
ture dominates the remaining area — 
with rice, cashew and bananas the main 
crops. 

A "strategic environmental plan" for 
Palawan drafted by the Hunting firm 
says the kaingineros are a threat to the 
upland forest. Since only about 6,500 of 
an estimated Kaingineros population of 
85,000 actually live in the most "sensi- 
tive" mountain area, "the threat is still 
largely potential, but will rapidly in- 
crease in the absence of appropriate 
controls." 

There may be only a slim chance to 
effectively slow down this despoilation 
Palawan's steep hills and lack of cross- 
island roads offer a slight hope that a 
blanket ban on all cutting above strict 
boundaries might work. 

Filipino and foreign agronomists s 
these measures would have to be ac- 
companied by agricultural intensifica- 
tion on the flatter, lowland areas. "A 
logging ban, by itself, cannot prevent il- 
legal logging and further encroachment 
of the forest,” the Hunting report says, 
but “much of the land in the lowlands 
and in the area of low hills is producing 
very much less than it would if it were 
well farmed.” 

This may be too hard an assignment, 
however. A delay-plagued, ADB- 
funded “Palawan Integrated Area De- 
velopment Project” (PIADP) has ac- 
complished embarrassingly little after 
seven years in operation; its brief was 
pee this objective (to improve low- 
and farming). A private PIADP land 
survey in 1987 showed only 28% of re- 
spondents owned the land they farmed: 
Agricuture Undersecretary Carlos Fer- 
nandez says only 8% of Palawan's farm- 
ers have title to land. 

Fernandez says he doubts whethe 
consensus about stopping despoilation 
exists in Palawan, where most of the in- 
habitants come from poorer Philippine 
islands, such as Mindanao. An ADB 
feasibility study carried out 10 years 
ago said the province was “a unique 
ecological unit in the world, and the 
only one presently intact in the Philip- 
pines.” Since then, many foreign or- 
ganisations and aid donors have helped 
compile inventories of the country’s 
forests. 

The result is an array of reports: 
meanwhile, the forest continues to 
dwindle towards extinction. University 
of the Philippines resource specialist 
Percy Sajise said: “With the change of 

overnment [in 1986], many of us were 
opeful that things would change — 
only to find out that a new group of 
араба again close to Malacanang 
as again served as its sponsor . . . show- 
ing that the control of natural resources 

is power and that the game goes on." 
— James Clad and Marites D. Vitug 
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Reason No. 1 is passenger comfort. At 
Scandinavian Airlines the customer is 
king. SAS will offer 2+2+2 business 
class seating so every business class 
passenger is guaranteed a window or 
an aisle seat. And the 767's economy 
class seating is the best in the air. 
Reason No.2 is range and size. The 
767's unique combination of range 





There are two 
important reasons SAS 
selected the Boeing 767. 


and size enables SAS to increase the 
frequency of intercontinental service 
from Scandinavian capitals and also to 
introduce new long-range, nonstop 
services which would not be 
economically viable with any other 
airplane. For SAS, the 767 is the ideal 
airplane. It offers the high levels of 
passenger comfort that have made 


SAS famous. It can fly all SAS routes 
nonstop and more often. And the - 
has the economics to win in tough 
international competition 
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| JAPAN 


А make-believe world? 


Tokyo Nights by Donald Richie. Olive Press, London. £4.50 (US$7.96). 


Tokyo's demi-monde, and that he espe- 
cially relishes the idea of rubbing shoul- 
ders with the whole range of its inhabit- 
ants, from prostitutes to politicians. His 
knowledge allows him to make some 
quite amusing play with different as- 
pects of the Tokyo club scene — the 
rapid rise and fall in popularity, the 
theatrical décor, the gimmicks and the 
complete absence of taste. 

There are also other familiar jokes 
about Japan and the Japanese — every 
conversation involves a ritualistic refer- 
ence to the weather, when in a Western- 
style restaurant, everyone eats Chicken 

a la King, the Japanese find it difficult to 
sit in the correct upright kneeling posi- 
tion for very long, and so on. There are 
also digs at lurid comic books and other 
familiar "bizarre aspects of Tokyo life." 

Of course, everyone who comes to 
Japan notices these things and finds 
| them funny, and a few decide to put 
them all down on paper. The resultant 
humorous observations on things Ja- 
panese form a staple of the English-lan- 
guage publications in Japan, as well as 
occasional fodder for newspapers pub- 
lished abroad. Those who have been to 
Japan may smile in recognition and 
those who have not, possibly, laugh in 
disbelief. 

It seems, though, a little odd to find 
Richie himself indulging in this kind of 
mediocre fun. Sometimes he hits it off, 
but more often he falls between two 
stools — his book is not really witty 
Thon to be funny to those who know 

эш foreigners. Japan, and not drawn well enough to 

Richie has already shown in some of | amuse those who do not. In any case, in 
his earlier works that he has a taste for | all but very exceptional cases, it is not 





qs can be few people interested | 
in Japan who have not heard of 
Donald Richie. He has lived there for | 
many years and has published a number 
of books, most notably on Japanese | 

| 





cinema, but also on a variety of topics | 
more or less connected with Japanese 
society and culture. 

In his book, Tokyo Nights, Richie 
has chosen а very familiar storytelling 
device. There are six principal charac- | 
ters and 48 chapters, and each of these is | 
about a different night when a combina- | 
“on of the six characters meet at one of | 

aandful of Tokyo's clubs and hotels. | 
1ne events of each night serve to deve- | 
lop, or rather repeat, the plot in which | 
the usual point is some kind of seduc- | 
tion; so that every character is pur- 
swine and is being pursued by someone | 
else. | 

The overall effect is that of one of | 
those farces — so dear to the English 
theatre-going public — where every act 
sees one of the characters running 
around in ludicrous underwear to signal 
compromised sexuality. The cast in- 
cludes a company president, his mis- 
tress, whom he has installed in a Ginza 
nightclub, a girl called Mitsuko, who 
used to work at this same club and now 
works in a lesbian bar, an old school- 
friend of the company president who 
runs à gay nightclub, a friend of Mit- 
suko's and, lastly, a US businessman 
who seems to be there solely to provide 
the other characters with an opportu- 
"у to make stereotypical remarks 
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the kind of thing which remains amusing 
for more than a few pages. 

Sex is supposed to be the main mov- 
ing force behind all actions of the va- 
rious characters, and the clubs in which 
these same characters run {һе whole 
range from both kinds of homosexuality 
to the more straightforward masturba- 
tion parlour. Yet everything is so dusted 
off with the author's playful style that 
even when people are actually supposed 
to be going to bed together, they are 
about as likely to have sex as the charac- 
ters of an Enid Blyton story. 

Perhaps it all boils down to the fact 
that Richie is so fascinated with the 
facades and forms and pretend worlds 
of the Tokyo night-club circuit that he 
wants everything to stay at the surface, 
or at the make-believe level, There is, 
however, nothing wrong with make-be- 
lieve worlds: P. G. Wodehouse got 
away with this kind of thing, but he 
avoided all but the most passing refer- 
ences to things like sex and pain. 

Richie wants to make knowing allu- 
sions and still pretend that it does not 
really mean anything at all. He presents 
us with а kind of toy-town where pros- 
titution and pimping are lighthearted 
games played out by cartoon-like, asex- 
ual figures. 

Maybe after his long residence in 
Japan, Richie has really come to see the 
country as a wonderful land of hollow 
forms and bright shadows in which he 
wanders entranced. On the other hand, 
it may just be a question of style. The 
playful touches and humorous observa- 
tions which might quite legitimately be 
used to make a factual description of 
Japan more interesting are here the 
whole substance of the writing. We get 
the flavouring instead of the cake itself, 
and this is why the experience of reading 
Richie's book seems like a long draught 
from a bottle of almond essence. 
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When a well-known architect and his 
partners were going to pitch for a major 
government project in Korea, they asked 
us to help. 


They wanted to present their case 


with more than a little panache. 


With seven international restaurants 
and the Kayagum Theater Restaurant to 
choose from, the Sheraton Walker Hill 
was the obvious venue. 

They came to us with a guest list of 
seventy people. 

The rest was up to us. 

As the guests sat down to dinner in 
the Kayagum Theater Restaurant, they 
realised that this was to be no ordinary 
presentation. 

A Cabaret show wed imported from 
Paris followed a sumptuous ten course 


banquet. 


AT SHERATON LITTLE THINGS MEAN A LOT 


This was punctuated by an audio 
visual presentation and a speech given 
by the company president. 

lt was going to be a hard act to 
follow. 


The lights were dimmed as the 


applause died down. 

Then as a Korean band played their 
first mesmeric notes, the stage floor 
opened to reveal a huge scale model of 
the building rising out of the ground 

As the drum beat reached a crescendo 
the building reached its full height and 
revolved slowly in the middle of the 
banquet hall. 

Sure enough, three months later we 
heard that our client had won their first 
major contract. 

Which just goes to show that a little 


high drama can mean a lot to our guests 


COAST - HOBART + PERTH - PORT DOUGLAS - ROTORUA - SYDNEY - TOWNSVILLE - EAST ASIA · BE ل‎ 
EAST ASIA BANGKOK BRUNEI MANILA PHUKET SINGAPORE SOUTH ASIA · AGRA BANGA 
HONG KONG 3.۰739-3535 - SINGAPORE 732-6000 KUALA LUMPUR 243-7522 · BANGKOK 236-3535 AKARTA 38( 
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Enter the Bush factor 


he relative strength and stability of the US 

dollar, seen for much of 1988, evaporated 
over the past month. It left most markets pon- 
dering the consequences for financial systems 
if the next US administration fails to get to grips with the coun- 
try's deficit problems. It also prompted doubts about the con- 
tinuation of the current world demand boom should the prob- 
lems be tackled with sufficient vigour to induce the recession 
which is probably needed to eliminate the trade deficit. 

The Dow Jones Industrial Average, having pushed 
its way up to the 2,200 level in mid-October at the prospect 
of a Bush presidency, lost its nerve after the election, drop- 
ping to 2,060 by 11 November. Most other markets fol- 
lowed suit to a lesser degree, losing at least some of the early 
October momentum which had taken many to post-crash 
highs. It was more fear of the future than immediate econo- 
mic or technical considerations which dominated senti- 
ment. 


THE MONTH 





The one exception was Japan. The Nikkei Average hit a 
high on the same day that the yen reached record 
levels against the US dollar. Shrugging off the 
shadow of Emperor Hirohito's illness and the po- 
litical impact of the ever-widening Recruit Cos- 
mos share scandal, the Tokyo market responded 
to the return of the triple merit — strong currency, low interest 
rates and low inflation. 

Yields on long government bonds, which had hit 5.5% in 
September, fell to 4.7% as the yen strengthened and fears of 
inflation retreated on the back of weak oil prices. Exports 
have again started to grow faster than imports, with sales to 
the rest of Asia being especially strong. However, domestic de- 
mand and money growth suggest that whatever the defla- 
tionary merits of a strong ven, inflationary tendencies re- 
main. 

The strong currency and low interest rate arguments 
which had helped the West German market in October did not 
follow through as Bonn became concerned about an over- 
strong currency and the possibility of a European Monetarv 


US exchanges launch hybrid stock-index investment 


The low-cost option 


By Christopher Marchand in Hongkong 

оне ара between North America's futures and 
options exchanges is resulting in a spate of new trading 

instruments. Given Asia's growing financial muscle in these 

exchanges, such instruments are likely to be aggressively 

marketed to regional investors. 

Trading in a Chicago Board of Trade (BoT)-designed 
S&P 200 futures contract began on 11 November on the 
Chicago Board Options Exchange (BOE). The Philadelphia 
and American stock exchanges have also filed applications 
before the Securities Exchange Commission (SEC) to trade 
cash-index participations (CIPs). Both contracts are de- 
signed to compete with the popularly traded S&P 500 stock- 
index contract. 

CIPs are targeted at retail and institutional investors 
alike. Their sponsors promote them as hybrid instruments. 
As with index futures and options, a CIP is a single invest- 
ment in a composite basket of stocks valued on an underly- 
ing stock index. CIPs are 
thus intended as a hedg- 
ing product. 

However, unlike fu- 
tures and options, CIPs 
would have an indefinite 
life. Long-position CIP 
holders would also re- 
ceive quarterly dividends 
in relation to share enti- 
tlements in the basket. 
Short-position CIP hold- 
ers would have to pay the 
dividends. The sponsors 
say this makes CIPs sec- 
urities products, hence 
these should be regu- 
lated by the SEC. 

But the US futures 
exchanges — the 
Chicago Mercantile Ex- 
change and the BoT — 
have filed suit alleging 
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that these products amount to the future delivery in cash of 
an underlying basket of securities (the classic definition of an 
index futures contract). If so, CIPs would be regulated by the 
Commodity Futures Trading Corp.. and would have to be 
traded on a futures exchange. The SEC has promised a deci- 
sion by early December. 

The Philadelphia exchange wants to introduce two types ol 
CIPs, a blue chip based on the Dow Jones Industrial Aver- 
age, and а stockmarket CIP which tracks 100 of the most 
highly capitalised US common stock issues. The Philadelphia 
exchange expects an opening stockmarket CIP index value of 
300. That would price each stockmarket CIP contract at 
about US$30 each. The blue-chip index would start at about 
2,000, pricing each CIP at USS20. 

Should the CIP index value diverge from that of the u 
derlying stocks, a cash out privilege could be exercised. This 
would entitle the investor to redeem his CIP once a quarter at 
the cash value of the 
stocks rather than the 
CIP index value. The 
loss would be borne by a 
short position CIP hold- 
er on а random-selec- 
tion basis, as is the case 
on the options ex- 
changes. 

Critics argue that high 
50% margin rules and 
trading imperfections 
between the CIP index 
and the underlving stock 
values might inhibit 
the СІРУ popularity. 
But CIPs could become 
popular trading instru- 
ments. The entry price 
is cheap and CIPs could 





become substitutes for 
index-based mutual 
funds. 
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System realignment involving a revaluation of the 
Deutschemark. Bond prices rose and yields on long 
government issues fell to 6.3%, against a 1988 peak of 
6.8%. 

Two high-yield currencies have taken, perhaps tem- 
porarily, divergent paths. The Australian dollar continued 
to rise, reaching 85 US cents on the back of higher interest 
rates and hopes for better inflation and trade figures. In 
the process it overtook the Canadian dollar, which re- 
treated from a high of 83 to 81 US cents. The fall was 
sparked by fears of economic isolation should an opposi- 
tion election victory kill the free-trade agreement with the 
Us. 

The currencies of the newly industrialised countries 
were all strong, taking the edge off renewed US pressure. 
The NT dollar rose from NT$28.60:US$1 to NT$28.10: са مد‎ 
USSI. The Singapore dollar breached the 5$2:USS$1 level ГА > 
to reach a peak of S$1.97:US$1. Stockmarkets on the other DN ИС BPE 
hand moved morosely, mostly losing their October gains. 
The Bangkok market was especially weak due to higher in- Y AU SIDE UE NN 2 EN WS РАТЕ 
terest rates caused by the investment boom. 

— Philip Bowring 
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Buving directly into a cheaply priced index-based product BoT's vice-president of its Asia Pacific office. To seek this [2 
would obviate the need to pay а fund manager his high 10% | competitive edge. the BoT and the BOE have formed a joint f | 
up-front and hidden load fee. In theory, every investor could | venture w hich allows each exchange's full members to trade | | 
guarantee a performance in line with the market — for just | on the other floor. A new BOE-designed 30-day interest-rate 
the brokerage cost of trading in CIPs. | futures contract will be traded on the BoT floor ] 

For bigger investors. the BoT's S&P 200 futures contract | Grossman says that Asia is a "high growth" point for BoT | 
is aimed at offering investors an integrated futures and op- | business. Some 40% to 50% of total trades in the BoT'seven- JH 
tions package. To facilitate this service. trading has been lo- | ing session emanate from the region. Asia's overall share is |, 
cated on the BOE adjacent to the options floor trading. some 30% to 40% . Grossman says. US Treasury bill futures 

The ease of integration of futures and options trading will | are the BoT's most actively traded contract. Asian trading in 
become an important cog in the US futures and options ex- | Treasury bill futures is growing, Grossman says. There is in- 
changes’ competitiveness, reckons William Grossman. the | terest even from the People's Bank of China 

ИТ ; | 

In a bear market, 
plump for the basics 
By Jonathan Burton in Washington 

icture the US six weeks into the Bush presidency. In his 
s first national address. the president pledges no new 
taxes. He implores congress to control spending. demands | ў 
the right of veto over individual budget items and concludes | in 
that the US is the world's finest investment. 

Regrettably. those foreign investors currently financing 
the federal and trade deficits disagree. and demonstrate their З ; 
feelings by bidding much lower than expected at the next US ‘ мы ais s 
[Treasuries auction. A crisis of confidence familiar to vete- m EP 
rans of the October crash is triggered. Within days interest MERO AA —- 
rates are soaring as the US dollar sinks. and Wall Street 15 | New York Stock Exchange: stick to quality. 
tumbling on the prospects of a recession. In short, the bears 
are back. | quality and accept that big profits will have to wait until the 

Actually. not many investment advisers have painted such bulls return to Wall Street 
gloomy scenes. and the Dow Jones Average is near its high- "Typically. a bear market is long. slow torture,” says John 
est since Black Monday. Although the economy has slowed | Abbink. portfolio manager at Credit Suisse Asset Manage- 
considerably. observers are hopetul that President-elect | ment. a New York-based subsidiary of the Swiss banking 
George Bush will find some way to tackle the deficits without. | giant. Like many. Abbink advises a stick-to-the-basies ap- 
raising interest rates. | proach when times are rough. But what are the basics? 

“Is ita Damocles Sword?" asks Barry Sahgal, research di- | Food is one. since people have to eat. Clothing and shel- 
rector for the New York investment firm of Ladenburg. | ter. however. are rather less certain winners. Food includes 
Thalmann & Co. “Of course it is. But we don't know where | consumer goods. like toothpaste and toiletries — personal 
it's hanging as yet.” items most people will not abandon, This sector should still 

Investors thinking seriously about stuffing mattresses enjoy earnings growth in a down turn, as would food dis- 
with cash can. however. still ride the US markets through | tributors and supermarkets 
whatever is ahead. The trick is to choose cautiously, stick to Abbink likes Albertson's 481-store grocery chain in 17 
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states that recently commanded about US$36 a share. or 17 
times earnings. That is up substantially from US$23.50 a year 
ago. He also favours Winn-Dixie, a primarily southern US 
chain, trading at 15 times earnings or US$44.50 a share, com- 
pared with US$37.50 a year ago. 

Food stocks have been busy recently with tobacco com- 
panies like Philip Morris buying Kraft for US$13.1 billion 
and RJR-Nabisco the target of a US$20.9 billion manage- 
ment-led leveraged buyout. Although the debt involved in 
these deals is staggering. Barbara Murrow, managing direc- 
tor at AIG Global Investors in New York, notes that Philip 
Morris, for instance, has a cash flow powerful enough to wea- 
ther interest rates swells that would 
sink most companies. 

Other food, beverage and per- 
sonal-care companies on analysts’ 
conservative investment lists in- 02 е-еагпі 
clude Coca-Cola. Pepsi, Anheuser- HIROA 
Busch. Proctor & Gamble, Hershey 
Foods and Johnson & Johnson. 
Coca-Cola, at 16 times earnings, 
trades at about US$43 a share, 
compared to US$35 following 
Black Monday. Hershey Foods re- 
cently cost US$27 a share, or 12 
times earnings. A year ago, shares 
traded at US$21 each. 

In hard times, people want to be 
entertained. Walt Disney and 
MCA are two major suppliers. 
Moreover, they are considered 
takeover candidates. MCA'sshares 
recently traded at 31 times earn- 
ings, or about USSS0 each. Shares 
cost US$30 a year ago. 

Drug companies should stay 
healthy. Merck shares trade 
at about USS58, or 20 times earn- 
ings. That is up from USS48 a year 
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ago. Sahgal calls Merck “a powerhouse.” He also likes 
Squibb. 

Utilities are classic bear market investments, as are tele- 
communications firms. But water and power companies are 
heavily dependent on interest rates. If rates rise, utilities fall. 
Natural Gas is considered a strong defensive holding. 
AT&T, US' bellwether communications giant, trades at 
about USS28 a share, or 14 times earnings. This time last 
year it sold for USS24. 

Other recommendations include regional telephone 
companies like BellSouth, one of the so-called "baby 
bells" created from the break-up of AT&T. Some an- 
alvsts like Telefonica, the Spanish 
telephone company listed on 
the New York Stock Exchange. 
Its recent price of US$24 — just 
six times earnings — is well above 
its USSIS it traded for a year 
ago. 

Also "safe" are aircraft manu- 
facturers like Boeing, which has 
full order books for the nevt 
few vears and an international 
diversified customer base. Au 
investment in Boeing a year ago 
at USS33 а share would by now 
have nearly doubled, with the 
company selling at about 17 times 
earnings. 

Even if the "end" never comes, 
professionals say it is hard to fail 
with a conservative portfolio that 
emphasises companies with steady, 
continuous earnings over those 
promising the big score. A widely 
used rule is to keep one-third of 
assets in stocks, another third in 
bonds, and another in cash — just 
in case. п 
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Investors eye an 
Irish revival 


By Anthony Rowley in Dublin 

| nvestor interest in Dublin is mainly in the active and diverse 
government bond market, though there are signs that inter- 

national investors are reconsidering their neglect of the Irish 

equity market. 

The case for buying Irish gilts rests on the economic re- 
construction programme of the current Fianna Fail govern- 
ment. Led by Prime Minister Charles Haughey, it has pro- 
duced an apparently sustainable trend toward lower interest 
rates and a stable currency. 

The case for equities rests partly on the improved outlook 
for private investment and consumption, triggered by re- 
forms in public-sector financing: and partly on the expecta- 
tion that Irish business will benefit from the full integration of 
the EC economies by 1992. 

Irish gilts have proved a sound investment this year — as 
those foreigners who bought some I£750 million (USSI.18 
billion) of them between January and September have 
realised. According to National & City Brokers, one of the 
strongest research-oriented brokers in Dublin, around 10% 
of the I£12 billion of Irish Government stock in issue is now 
held by international investors. 

These foreigners consist mainly of West German financial 
institutions. They see the Irish pound as effectively linked to 








the Deutschemark under Ireland's membership of the Euro- 
pean Monetary System (EMS). Even in Deutschemark 
terms, the cumulative return on Irish Government bonds has 
exceeded that in most other bond markets since 1981, 

Running yields and price performance of Irish gilts has 
been a good deal over the past two years, thanks to improy 
ments in Ireland's public finances and the country’s balance 
of payments. 

Since last year, Ireland has seen its two tightest budgets, 
as the government struggled to recover from a decade when 
the Irish economy appeared nearly out of control. During 
that decade a series of budget giveaways created high infla- 
tion and a national debt of nearly [£24 billion — no less than 
133% of GNP. Now, current spending and capital projects 
have been cut. Asa result, the exchequer borrowing require- 
ment fell to under I£1.5 billion in 1987 and will fall further 
this year. 

The improvement in Ireland's balance of payments has 
been even more dramatic. From a current account deficit of 
just under I£1.6 billion in 1981, the country moved into a 
surplus of 1£263 million at the end of 1987 and should be able to 
sustain the improvement. Meanwhile, the effective exchange 
rate of the Irish pound against principal trading currencies has 
since stabilised markedly after declining sharply in the first half 
of this year. so that Irish interest rates have continued the 
downward trend they have enjoyed since early this year. 

These factors, plus the fact that the government's funding 
requirements in the current fiscal year are likely to be modest 
by past standards, augurs well for the strength of Irish gilts. 
The market is quite broad-based with more than 50 stocks 
outstanding, ranging in maturity from a couple of months to 
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THE NEW YORK LOTTERY 
Pick Your Own Numbers Play Lotto 6/54 
Get Rich in America's Biggest Lottery 
` Millions of U.S. Dollars are won regularly playing the World Famous New York Lottery. in fact, the New York Lottery has 
AWARDED BILLIONS OF DOLLARS to people who have won — including it's biggest Jackpot of U.S. $41,000,000. Imagine 


all the things you could do and enjoy with $41,000,000. Every year, people from all over the world go to New York just to play 
the New York Lottery. Now, you too can play the World's Greatest Lottery and win a MULTI-MILLION DOLLAR JACKPOT, 


Playing Lotto 6/54 is Easy 


Lotto is the World's most popular form of lottery. The Official 
New York version is called Lotto 6/54 and is FULLY BACKED BY 
THE GOVERNMENT. Each week two draws are held in public ~ 
under strict supervision in New York. Lotto 6/54 is easy to play. You 
pick your own number by selecting any 6 of 54 possible numbers 
from 1 to 54. It's that simple. The numbers you select are entered in 


Fast Service 
Your subscriptions are sent to our express address located 
right in Amsterdam's World Famous Schiphol Airport. From there, 
your subscriptions are immediately sent by our special alr-courier 
to New York. THIS ENABLES US TO PROCESS YOUR SUB: 
SCRIPTIONS FROM ANY LOCATION WORLDWIDE IN THE 


the Lotto 6/54 Computer System and if they match the same num- 


bers in the draw - YOU WIN THE JACKPOT. Even if you didn't 
select all six numbers, you could still бе а winner! If you have only 
3, plus a supplementary number or 4, or 5 numbers correct, you win 


one of the thousands of other prizes. 


Here's How You Can Play 


All you have to do to play the World Famous New York Lottery 
is to complete the order form and send it to United States Interna- 
tional Marketing's world wide processing. center, along with. your 
payment. You can play 2, 4 or 6 games for 15, 26, or 52 weeks. 
REMEMBER, EACH ADDITIONAL WEEKLY GAME YOU PLAY 
INCREASES YOUR CHANCE TO WIN THE JACKPOT. Once 
your completed order form and payment is received, your number 
will automatically be entered in the computer system and you will 

“receive an "Official Entry Confirmation" by return mail. Your “Offi- 
cial Entry Confirmation" will indicate the numbers you selected. 
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25 years and a wide range of coupon rates ranging currently | ductions as across the Irish Sea in Britain. Asa result, domes- 


from 2.5% to 15%. tic consumption has not boomed as it has in Britain. 
Another of the “big four" Dublin brokers, Goodbody | Although this means that Ireland does not face the same 
James Capel (the other two being the firms of Davy and sharp upward pressure on interest rates that Britain does, it 
Riada). notes that the Irish fixed-interest market has been also means that corporate earnings and private-sector liquid- 
the best performing market internationally in just about ity are not rising at anything near British levels. Both factors 
every month of 1988. theoretically make for a relatively depressed equity market 
Goodbody is less optimistic than National & City about | but, in fact, the Irish market has been one of the best per- 
the prospects for Deutschemark interest rate stability and forming equity markets this year. 
fears Irish short-term interest rates could be pushed up ac- In the absence of an official Irish index, though one is 
cordingly. How- being compiled 


ever, this broker is BONDS AND EQUITIES IN DUBLIN and should be 


also confident that ready by the end of 
yields of three-to the year, there are 
four-vear Irish gilts many brokers' and 
are well protected newspapers' indi- 
at current levels ces. National & 
and expects the City Brokers’ own 
long end of the index fell from а 
market to remain pre-crash high of 
firm at least until 402 to 240.08 after 
the end of this October 19% 
E | | crash, M it 
ut where does now zack to 
all this place the 368.87, a rise of 
Irish equity mar- nearly 54%. 
ket? Here the out- Overseas in- 
look is less certain. terest in Irish 
For one thing, the —_ " stocks is partly re- 
10 Gs 5 . ASONDJ A ible fi tg } 5 
governments A 1060 1087 sponsible for the 
spending cuts have improvement. In- 
not been accom- ternational invest- 
panied by tax re- ors realise that 
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more than 60% of the aggregate earnings of the 97 companies 
listed on the Irish Stock Exchange are generated overseas, 
and thus immune to domestic economic influences. 

Among Ireland’s large industrial groups, Smurfit (paper 
and packaging), Waterford Glass (crystal and china) and 
CRH (building materials) derive no less than 9095 of their av- 
erage earnings from the US, Britain and elsewhere and only 
10% from Ireland. These high levels of overseas earnings are 
typical of Ireland's quoted companies. 

There is another strata of newer, hi-tech companies in 
Ireland — such as computers and chemicals — which forms 
part of what National & City calls the “dual economy." 
This is made up largely of subsidiaries of foreign multina- 
tionals, mainly West German and Japanese. They account 
for 40-5096 of industrial output but are not locally list- 
ed. 

The picture, then, is of a highly export-dependent econ- 
omy (up to 5096 of GNP) but with overseas-invested corpo- 
rations providing much of the output, while indigenous Irish 
firms have shifted a large part of their earnings base offshore. 

Nevertheless, now that a shakeout among older, more in- 

tient Irish industries is nearly complete, and given the 
. 1der public finances, some analysts forsee a revival of 
domestic demand and output. 

There is also a good chance of Irish companies — espe- 
cially those which carry on much of their activity overseas — 
being caught up in the Euro takeover-boom expected in the 
run up to 1992. An average p/e ratio of 12.8 for Irish industri- 
als as a whole, based on 1987 earnings, with some of the 
largest industrial groups selling on much lower multiples, 
suggests that overseas bidders might regard the Irish market 
as the good value some portfolio investors clearly see it at 
present. 





Dublin clings to 
London link 


here is something curiously illogical — one is tempted to 

say typically Irish — about the structure of the stock- 
market in Dublin. The Irish Stock Exchange has its own 
floor, its own listed companies and its own broking commun- 
ity, yet it is at the same time an integral part of the Interna- 
tional Stock Exchange in London. 

Things were not always so. Formed in 1799, the Irish ex- 
change claims to be the second oldest in the world and for 
many years operated independently of London. Yet, in 1973 
— some 50 years after the Republic of Ireland achieved inde- 
pendence from Britain — Dublin chose to go along with the 
merger of stock exchanges throughout Britain 

The result is a curious creature which, though governed in 
many respects by its own committee in Dublin and legally 
separate, is administered by the Stock Exchange in London 
and is subject to London's exchange governing council. 
This makes the London market the only one in the world 
which operates in two sovereign states, each with its own 
currency. 

Trading is carried out on the floor of the Dublin exchange 
in a time-honoured “open outcry” or auction system, in an 
old building typical of the bank-dominated financial centres 
of continental Europe where stock exchanges are the poor 
relation. There are no “market makers" in Dublin as there 
are in London — it is an "order-driven" rather than “quota 
tion-driven" system. 

At the same time, however, a dozen or so leading Irish 
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stocks are formally listed in London and various others are 
dealt in through London’s Stock Exchange Automated Quo- 
tations system which can be viewed on the Dublin trading 
floor via TOPIC screens. 

Dublin relies on London for settlement of bargains and is 
subject to the London Takeover Panel. Yet it claims keener 
quotations on Irish stocks than the price spread offered by 
London market makers. 

Although the Dublin market — with its 97 listed com- 
panies and 94 government-sector issues — feels it could not 
survive without London's sophisticated technical services, 
the two markets seem destined to move apart. 

As well as the growing number of companies listing on the 
main market in Dublin — an estimated 15 in 1988 — the re- 
cent growth of the Irish Smaller Companies Market will bring 
listings not suitable for trading elsewhere. Like London, 
Dublin already has a full listing market, an unlisted securities 
market and a third market. 

The Smaller Companies Market is structured to be more 
appropriate to the peculiar needs of Irish industry. Accord- 


Rugs are pretty but 
profits may wear thin 


By Peter Fish in Sydney 


he first thing to understand about oriental carpets is that 

they are a great investment until vou try to sell one. When 
you sell, unless you have been very fortunate and skilful in 
your purchase, you will find private buyers hating your car- 
pet's colours, dealers saying they are looking for something 
else. and auctioneers will sniff that carpets tend to be poor 
sellers. Either way. vou probably will not get anywhere near 
the normal retail price. 

So, a carpet can be a thing of beauty and a store of wealth, 
but the only dividend you can be sure of is pride of owner- 
ship. and the chances of capital gain are small. 

There are exceptions, like the Sydney man who paid 
AS900 (USS743.80) for a large and somewhat worn 19th cen- 
tury Serapi carpet recently and resold it at auction in Zurich 
for Sfr 18,000 (USS12,000), much to his surprise. Then there 
is the man, who last month paid A$650 at a city auction for a 
I9th century Bidjar carpet around 12 ft long. worn but with 








an inscription. He will spend perhaps 
AS2.000 on having the damaged sides [ 
rewoven and expects to resell for А$6- 
7.000, 

The trouble is, both of these shrewd in- 
vestors are professional dealers in antique 
textiles. As with any area of antiques, you 
have to be up early to beat the trade to a 
bargain. Dealers who specialise in rugs 
have spent decades learning their market 
— they know many of the buyers and what 
they are looking for. 

So what is left for the individual seek- 
ing a carpet which will look good and at 
least hold its value well? First, ignore car- 
pets made in the past 20 years. To the ex- 
perienced eye, carpets woven in recent 
times have only limited appeal. 

Despite what some dealers say, virtu- 
ally any carpet can be duplicated by eager 
Iranian or Pakistani weavers working 
from a blueprint. But despite the big la- 
bour input, the modern product has little 
scarcity value, and thus little chance of 
price appreciation. 











Bakhtiyari carpet: good prices. 
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ing to Irish Stock Exchange general manager Tom Healy, 
there is a lack of "mature" companies in Ireland. 

There are, however, many small, family-owned com- 
panies in areas such as agribusiness which are expanding 
rapidly in the run-up to 1992 and require financing beyond 
the resources of their present shareholders or banks. These 
companies seem to be where much of Ireland's future growth 
will come from. 

At just under 1£4 billion, the capitalisation of the Irish 
equity market is by far the smallest in Europe — smaller than 
many Asian emerging markets too. (Adding the I£12 billion 
capitalisation of the government stock sector pushes the mar- 
ket total up to a more respectable level.) 

For non-resident investors, the Irish market is fairly easy 
to deal in. The heavy Irish capital gains tax (50% top rate) 
does not apply to foreigners. Neither dividend-withholding 
taxes or exchange controls are a problem, though the average 
broker's commission of 0.35% on institutional-sized trades 
seems high by some standards. There is also a hefty stamp 
duty of 1% on equities. — Anthony Rowley 


Serapi carpets from the late 19th or early 20th cent 
are perhaps currently top of the pops with carpet buvers. 
These large carpets were woven near Heriz in Iran. Charac- 
teristics include angular floral tracery and clear but slightly 
faded blues and reds — usually the much-vaunted natural 
dyes. Serapis were among the spoils carried off to Bri- 
tain and the US during the heady trade-based expansion of 
Victorian times. Their current popularity seems to stem 
from the epic Elveden Hall country house sale in Britain 
a few years back, when outstanding examples sold for 
up to £50,000 (USSS8.183). Today, Britain and the US 
are the main sources for dealers who specialise in classic car- 
pets. 

Other large Persians which fetch good prices are: Bidjar. 
sturdy carpets woven by Kurdish villagers using finely drawn 
designs: Bakhtivari, also from village origins and often 
featuring a characteristic segmented design; and Tabriz, 
named after the town in northern Iran and favouring the 
classic central medallion floral design. 

Ross Langlands, owner of Nomadic Rug Traders in Syd- 
ney and an authority on early carpets and textiles, has bought 
and sold many Serapis. He says the best of them are "simply 
great carpets artistically and technically — they're master- 
pieces." But he agrees "best" is a subjective judgment, e 
among experienced carpet people. Prices for quite sim 
examples can differ widely — particularly 
at auction. 

Langlands relates the tale of one US 
carpet dealer who had been trying to sell a 
large and somewhat stained Savonnerie 
carpet with an Art Deco design. No one 
wanted it for around US$3,000. In desper- 
ation the dealer put it into Sotheby's 
spring sale in New York, hoping to cover 
his costs. To his surprise. the carpet 
fetched close to US$65,000. 

The story highlights the excesses of the 
so-called decorator market for large car- 

ets — where prices can be bid sky-high by 
Кабар of interior decorators wielding 
blank cheques from wealthy patrons with 
a big home to fill. 

You can, of course, draw on the experi- 
ence of a reputable dealer. A good dealer 
will usually allow you to trade in a rug for a 
better one, or sell your carpet for you on 
commission. Whether you buy through a 
dealer or at auction, you will not make a. 
quick profit, but you will probably fall in 
love with quite a few carpets. п 
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Time for broker's fees 
to tumble down under 








By lan Verrender in Sydney 


massive slump in turnover on the 

Australian Stock Exchange during 
the past three months has sparked 
hopes in some quarters that brokers 
may have to embark on a price-cutting 
war to attract new business. Turnovers 
have fallen to around A$125 million 
(US$103.7 million) a day — well below 
the A$300 million a day averages during 
the height of the bull market — in an in- 
dustry which needs around A$200 mil- 
lion а day in business just to break 
even. 

But if any discounting emerges, and 
there are signs that it already has begun, 
it is more likely to be for the major in- 
stitutional investors rather than private 
clients. Since the stockmarket collapse 
last year, most brokers have attempted 
to woo the big institutions, which put 
through large lines of stock every 
week or the high net-worth individuals 
who can play with large amounts of 
money. 

А large number of the 119 registered 
Australian stockbrokers were plagued 
by bad debts from small investors in the 
wake of the crash. Many of the investors 
were unwilling to pay for shares, which 
after the crash were worth only a frac- 
tion of their value at the time when 
transactions were placed. Hence, an un- 
known foreign investor wishing to place 
а small order through an Australian 


broker can expect to pay the maximum | 
brokerage and be subjected to some | 


stringent questioning on his ability to 

PAS ae — 
While some of the major institu- 

tional investors have been able to use 


the current slump to nudge commission | 


rates down to around 0.5% from 0.65% 
a few months ago, there has been little 
respite for smaller private clients. Pri- 
vate-client brokerage rates vary from 
firm to firm, but average rates vary from 
1-3%. 

Most private-client firms, however, 
have a minimum transaction charge 
which ensures that costs are covered, no 
matter how small the deal. Ord Min- 
nett, one of Australia's biggest brokers, 
has a base charge of A$60, though some 
firms have a minimum charge as high as 
AS90. 

On those rates, it is not worth enter- 

into a transaction worth less than 
A$2,000, as brokerage costs would 
knock a substantial hole in any profit, 
particularly when paid on buying and 
selling. 

Well-known private clients who con- 
sistently put through large lines of stock 
can cuf commission rates to less than 






1% , but there are few brokers willing to 
deal with private clients at this rate. 
Most say the cost of research is too ex- 
pensive to justity charging private 
clients less than 1% and if charges were 
dropped. the level of service would suf- 
fer, 

Brokerage rates are not the only 
costs that foreign investors have to con- 
tend with. Apart from a fluctuating 
Australian dollar, foreign investors áre 
required to pay 10% withholding tax 
on interest and [5% withholding tax 
on dividends. Australian investors 
required to pay capital-gains tax on 
any stockmarket investments held for 
less than 12 months at the rate of 
39%. 

The Australian stockbroking indus- . 
try has undergone sweeping changes 
during the past three years when the 
federal government began deregulating 
the financial sector. 

Commission rates, which until 1982 
were fixed, now are totally nego ' 
while tax changes have had a dramane 
impact on the level and type of sto 
trading. 

Until two years ago, investors wer 
taxed on the dividends thev re d 
income, while they were a 
free capital gains. Now the situation h 
been reversed. Dividends from 
panies which pay the full 
porate tax are tax free in the hand 
vestors. 

This has sparked a demand for blues 
chip Australian stocks, particularly 
among the banks, which have benefitec 
from further taxation changes 
nounced by the federal government i 
May. 

The three major Australian bank: 
are expected to announce special di- 
vidends, on top of their normaldi 
payments, when they announce 





















































































































sure for significantly higher div 
next year. That has driven share prices 
higher and many brokers believe there 
is still room for further price rises. 
Currency fluctuations are also a 
major consideration for offshore invest- 
ors. The Australian dollar earlier this 
year made a rapid climb from around 65 
US cents to its current levels of around 
80 US cents, ensuring good у far: 
offshore stockholders. With a large 
budget surplus forecast this year, and ^ 
expectations that the current account 
deficit will continue to fall, most 
economists are quietly predicting either 
a slightly stronger currency, or at least à 
stable one. 
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Copper price surge 
boosts producers 


By Review Correspondents 
Suen copper prices on the London Metals Exchange 
and the New York Commodity Exchange have renew- 
ed investor interest in copper and related base-metal produc- 
ers. 
Spot copper prices are almost double those of a year ago. 
Copper rose nearly 9% in the first week of November to 
about US$1.26 a Ib, just below its peak of US$1.30, com- 
pared with about 70 US cents this time last year. Prices did 
dip below US$1 in September but over the past few weeks 
they have rebounded strongly. 

Copper has been posting strong gains almost daily be- 
cause buyers are alarmed about political instability in Peru, 
ne of the world's major metal producers which accounts for 
bout 6% of copper output. On 17 October, Peruvian miners 
launched an indefinite strike, increasing fears that supplies 
ill be insufficient to meet future demand. 

4, This resurgence in metal prices has given new life to the 
share prices of Australia's copper producers. MIM Holdings 
and Bougainville Copper Mines, the two biggest producers, 
have enjoyed strong price gains since the September trough. 
- "International demand is heavy and expected to remain so for 
some time. 

MIM, which is considered one of the world's most effi- 
cient producers, was trading at A$2.10 (US$1.75) in early 
November after slumping to A$1.66 in September. Bougain- 
ville's share price has risen to about A$3.70, from A$3.10 in 
September. But it is still below its July peak of A$4.45 be- 
cause of its exposure to falling gold prices. 

Copper-price rises have helped CRA and North Broken 
Hill, which also reaped gains from the surge in zinc prices and 
the impending merger of their base-metal operations. The 
merged producer, the soon-to-float Pasminco, will become 
the world's largest zinc producer. CRA scrip has risen from 
` A$7.60 on 6 October to A$8.94 on 9 November, while North 
Broken Hill rose from A$2.10 to A$2.95. 

Renison Goldfields Consolidated, which has a copper 





Poor profit prospects 
hit publishing stocks 


By James Bartholomew in London 

kind of prolonged "big bang" is taking place in the 
publishing industry. Companies are buying up other 
ompanies, new technology is reducing costs, information is 
being recycled and companies are combining different media 
‘activities. Does this mean that investors should buy shares in 
the emerging international multi-media groups? 

Pierre Vinken, chairman of the leading Dutch publishing 
house, Elsevier, believes that before long the world will have 
10 or 12 dominant publishing groups. He wants his company 
to be one of those groups. Others share the same kind of vi- 
sion and look to various economies of scale and synergies in 
these new media monsters. 

Maxwell Communication Corp. of Britain has recently 
won a US$2.6 billion takeover battle to buy Macmillan Inc. 
of the US. Pearson Group of Britain and Elsevier have ac- 
quired shares in each other. News Corp. has expanded all 
over the world from its Australian base, most recently buying 
‘Triangle Publications in the US. Dow Jones has acquired 











mine at Mt Lyell in Tasmania, has not benefited from the 
price surge to the same extent because of its ро to 
other metals, particularly gold. Its price has risen 50 A cents 
to A$6.70 since September. 

Canada's copper producers, concentrated mainly in 
British Columbia (BC), are racking up record profits this 
year. There are, however, limited opportunities for the indi- 
vidual investor to make a pure copper play. 

Highland Valley Corp. (НУС), the biggest popper pro- 
ducer, is 50% owned by Lornex Mining, 45% by Cominco 
and 5% by Teck Corp, HVC is not publicly traded. Lornex is 
ultimately controlled by British giant Rio Tinto; Cominco is 
the world's biggest zinc-lead producer, and Teck is a diver- 
sified metals, coal and energy producer. 

Noranda, with interests in oil and gas, forests and 
metals, owns the Bell copper mine and is seeking Falcon- 
bridge, which controls copper producer Kidd Creek Mines. 
Inco has copper interests but is the world's dominant 
nickel producer. Despite the mixed nature of Canada's min- 
ing companies, there are still a few pure copper stocks for the 
investor. 

Gibraltar Mines, 68% owned by Placer Dome, is traded 
on the Toronto Stock Exchange (TSE). Gibraltar has rece 
ly traded in the C$10 (US$8.17) range. Lornex, with its hv _ 
interest in the Highland Valley, is another attractive stock 
despite its control by Rio Tinto and the small float. Lornex is 
in the C$58 range on the Vancouver Stock Exchange. 

But the most interesting play of all — and the best kept se- 
cret — is Cassiar Mining's Similkameen copper operation 
near Princeton, BC. Gold-struck Newmont, anxious to shed 
its non-precious metals operations, sold Similkameen for 
C$10 million minus the income of the mine in the first-quar- 
ter — a hefty С$5 million as copper prices rose. Cassiar also 
inherited a C$80 million tax loss from the Similkameen oper- 
ation. 

Analysts estimate Cassiar, trading in the C$5 range on the 
TSE, will earn C$20 million this year, about 60% from the 
Similkameen copper operations. Oliver Lennox-King, an 
analyst at Walwyn Stodgell in Toronto, said Cassiar was one 
of the best junior base-metal companies in Canada. 

Philippine copper miners have sought to diversify as a 
cushion against volatile world metal prices. This has helped 
them weather price slumps. The recent recovery in prices can 
only mean improved bottom lines for most. For Philex Min- 


100% ownership of the magazine in your hands, having p 
viously created Asian and European editions of The V .... 
Street Journal. The publishing industry is in the forefront of 
the creation of a global village. 

Elsevier is a blue chip in the mainstream of international 
publishing. The management has an excellent record, pro- 
ducing 20% growth in earnings per share as a norm. The 
company has a sound base in academic publishing. From 
there it has made carefully judged moves into other areas and 
countries including the US. The tie-up with Pearson could 
turn out to be an engagement that leads to a marriage. The 
shares are currently quoted at Dutch Guilders 60.80 (US$30) 
and are recommended by Marion Kriele of Banque Paribas 
as a quality play in publishing. She forecasts earnings per 
share this year of Guilders 3.80, rising to Guilders 4.60 in 1989, 
giving prospective p/e ratios of 16 and 13.2 respectively. 

Shares of News Corp., currently A$10.20 (US$8.46), are 
languishing on a prospective p/e nearer to 7. Shares of the 
group, run by Rupert Murdoch, are completely out of 
favour. The move to list them in Hongkong is doubtless 
partly in order to increase the supply of potential sharehold- 
ers. News Corp., like Maxwell Communication, accepts 
levels of borrowing which make fund managers tremble. It is 
not long since fund managers saw Robert Holmes à Court 
suffer the consequences of too much debt in a bear market. 
However, the rating of News Corp. is now so-low that the 
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ing, the most profitable mining 
company even during the local 
recession in the mid-1980s, the 
higher prices coincide with the 
final stages of its move to 
boost production via a more 
cost-efficient mining system. 
Industry analysts project Phi- 
lex profits to rise to some P700 
million (US$32.7. million) this 
year, from P655 million in 
1987. 

Gold producer Benguet, 
which now derives the bulk of 
its income from Dizon Copper- 
Silver Mines it manages under 
a production-sharing contract 
with the mine owners, is also 
expected to improve earnings. 
Benguet's profits are forecast 
to rise by 116% to P450 million 
this year. 

However, the recent lift- 





Itis seeking foreign funding for 
its gold-mining joint venture 
with Canada's Galactic Re- 
sources. The project. Far 
Southeast Gold Resources, i 
Benguet province will vield an 
estimated 70.5 million Ibs of 
copper and 250,826 oz of gold. 
South Korea has only two 
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listed copper companies, 
neither of which are pure 
plays. Korea Mining and 


Smelting. a member of the 
Lucky-Goldstar group, is the 
largest and the only non-fer- 
rous metals refiner. Theotheris 
Poongsan Metal, which was 
listed in July, but remains 
something of an enigma owing 
to secrecy surrounding its de- 
fence interests. 

Korea Mining finally turned 
the corner in 1986 when it 





_ of a four-year-old tax- 
relief privilege for ailing 
mining companies has damp- 
pened prospects for other 
companies, particularly Atlas 
Convolldated Mining and Mar- 
copper Mining. These firms, along with North Davao 
Mining and Maricalum Mining, were allowed to defer 
taxes in 1984 because of the prevailing low copper 
prices. 





Wi other copper producers survived that period on 
earnings from the gold extracted from copper ores, or 
from non-mining revenues, these four firms had the misfor- 
tune of having ores that yielded no by-products. Total taxes 
due from the four run to some p3 billion, according to 
Bureau of Internal Revenue estimates, though the com- 
panies say it is a much smaller amount. 

Atlas 15 expected to turn its 1987 P175 million loss into a net 
profit of about P500 million this year. Lepanto should make 
some P350 million this year, from P291 million last year. 








res may be worth a gamble. The company is certainly in 
uic forefront of publishing globalisation. 

At the opposite extreme is Singapore Press, owner of The 
Straits Times newspaper. The company is so dominant in Sin- 
gapore publishing that it almost has a monopoly. Its earnings 
аге very secure and should increase with the rising prosperity 
of Singapore. The company has recently become more entre- 
preneurial, though with mixed results so far. 

Singapore Press is one of the surprisingly few ways of tak- 
ing a stake in Asian publishing. The shares at S$7.30 
(US$3.60) are on a prospective p/e of 18.5, according to 
brokers James Capel. But with the population of Singapore 
as well educated as it is, there is little chance that Singapore 
Presscan sell many more newspapers in the republic than it al- 
ready does. 

Saturation is the fundamental problem for publishing 
groups in all the developed world. New products may be 
launched and the media companies may branch into satellite 
and cable TV, but their customers only want a finite amount 
of entertainment and information each day. The point has 
nearly been reached where individual companies may rise or 
fall, but the publishing industry as a whole may not make 
much more progress relative to the economy. 

Publishing is a cyclical sector. Right now the cycle is tak- 
ing the sector down. The rise in publishing profits in recent 
years has been propelled largely by strong economic growth. 
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earned Won 17.2 billion 
(US$24.75 million), after sev- 
eral years of losses incurred 
from the acquisition of Onsan. 
Copper in 1982. Earni ere 
flat last vear, but ai 
pect improved profits this year. The Won 11.8 bill: 
amortisation of goodwill incurred in the takeover c 
ended last year; lower electricity prices also help. 

Turnover surged 47% in the first half to-W 
and earnings were up 24% to Won 9.7 billion. АЛ 
nancial position has improved, at end-1987 it 
ratio was 6.9:1. Copper comprised 64% of + 
business in 1987. 

Poongsan Metal has been designated by the. 
as a defence-related company. Analysts com 
company, which makes ammunition, copper pipe an 
copper products, is shrouded in secrecy. Ssangyc 
nomic Research Institute analysts expect Poongsan' 
grow 28% to Won 480 billion while profits are pro 
surge 36% to Won 15 billion. 




























REVIEWTABLE by Ricky Hui 









The growth had a disportionately strong effect on adve 
revenue, which is a major source of income. But as gro | 
worldwide moderates, advertising revenue could stop grow- 
ing or even fall. | 

The stockmarket crash last year affected financial come: 
panies in particular and their advertising has certainly | 
clined, This has particularly affected up-market а 
course, business-oriented publications. In the US, an addi- 
tional problem has been the policy of bearing down on con- 
sumer spending, which has depressed advertising for cònse- 
sumer products. Another major bear factor worldwide has 
been the rise in the cost of newsprint. 

This downturn of the cycle, both actual and forecast, has 
led to underperformance by publishing shares. Gradually it is 
being realised that, despite all the hope and hype surround- 
ing integration and grand worldwide plans, the immediate 
outlook for profits is no longer so good. 

For investors, the disenchantment with publishing share 
has probably only just started. The share ratings have 
but are still, in many cases, above the market aver 
otherwise the outlook is bearish for the medium and longer 
term. Gamblers could try News Corp. The more caution 
could try a company like Elsevier, which should grow lon 
term. But most people should avoid publishing shares for 
time being. Safety-conscious investors should a f 
bangs.” 
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By Paisal Sricharatchanya in Bangkok 

he frantic pace of property develop- 
ment in Bangkok and Thailand's 
east coast provinces this year has turned 
the sensitive question of foreign-land 
ownership in Thailand into a political 
issue. 

Prime Minister Chatichai Choonha- 
van is playing the issue down, saying 
that a law could be passed 30 vears from 
now to *buy back Thailand." But what 
seems to be widespread — and illegal — 
foreign ownership of Thai property has 
¿provoked resentment among conserva- 
tive government officials.and sections of 
the Thai press. 

These protests have found an echo in 
Lands Department director-general 
Dhavee Choosup. Without naming 
names, he has asserted that Asian na- 
tionals are ‘the most active speculators, 
"followed by Europeans. Dhavee 
claimed he knows of hundreds of cases 
Where Thais have collaborated with for- 
- eigners to buy Thai land and property. 
АХ least eight of the best documented 
“eases are likely to be prosecuted. This is 
“new legal territory, since there have 
been no previous convictions, but in 
theory the speculators could face up to 
two vears in jail or fines of Baht 20,000 
` (US$794), or both. 





not allowed to own land under Thai law, 
"which lays down that all the land be- 
longs to the Thais, and any dilution of 
this policy endangers national security. 
Exemption is made only for foreign in- 
vestors receiving Board of Investment 
* (Bol) promotion or those setting up 
industries in designated industrial 
; estates. 

So when foreign money is seen to be 
buying up large stretches of land for 
speculative purposes, it generates re- 
sentment. The deals are believed to be 
undertaken by individual Thais and 
Thai-registered companies serving as 
"fronts" for foreign interests. Many 
Thai speculators have also been active 
on-their own behalf. 

1-The extent of the property boom in 
Thailand is best illustrated by the 
‘amounts the government raised through 
issorted fees and taxes on land-owner- 
"ship transfers — its projection for fiscal 
1988 (ended September) was Baht 3.7 
billion, in fact the amount collected 
tutned out to be more than three times 
that figure, topping Baht 11.5 billion. 
Official sources say that foreign 
speculators — as well as Thais — have 
een particularly active in Chon Buri 
Rayong provinces, the two desig- 





The problem is that foreigners are | 


nated hubs of the Eastern Seaboard in- 
dustrial development programme. For- 
eign interests are also believed to be be- 
hind extensive purchases of land along 
the Chao Phraya river bank opposite 
Bangkok, where a number of luxury 
residential condominium projects are 
sprouting up. 

It could be, however, that the pro- 
tests have surfaced after the boom is 
over. By early November, land prices 
had soared to unreasonably high levels, 
and Bank of Thailand (the central bank) 
was discouraging commercial bank 
lending in this area, which further dam- 


a number of the late entrants burdened 
with expensive plots which could be 
deeply unprofitable. 

Apart from activity іп Bangkok, 
roperty speculation has been at its 
eenest in and around Pattaya, which, 

in addition to its role as a tourist centre, 
is gearing up to become the key busi- 
ness, residential and entertainment hub 
of the entire Eastern Seaboard industri- 
al development programme. 

The logic of this is impeccable. Laem 
Chabang, the commercial deepsea port 
now under construction and the focus 
for a cluster of planned export-oriented 
light manufacturing industries, is only a 
short distance north of Pattaya. Some 


INDUSTRY 


By Jonathan Moore in Taipei 


ormosa Plastics Group (FPG), 

Taiwan's rapidly expanding plastics 
giant, is to build а US$1.5 billion 
ethylene plant in Texas, where politi- 
cians lobbied hard to win the invest- 
ment. The company's high-profile move 
out of Taiwan comes at a time of intense 
debate over the future of the island's 
petrochemical industry. 

Chemical companies have been the 
main target of Taiwan's increasingly 
vociferous environmental pressure 
groups. There have been a string of pro- 


severe pollution from chemical plants. 
Companies, meanwhile, have warned 
that the heavy cost of meeting stricter 
pollution-control standards could curb 
the industry’s growth. 





pened the market. The downturn leaves | 





tests by local residents concerned about | 





Land purchases by overseas interests provoke Thai resentment 


Uncovering foreign plots 


50 km to the southeast is Mab Ta Pud, a 
centre for heavy industry where an ole- 
fins plant (making ethylene and related 
chemicals) and the first phase of a 
downstream petrochemicals industry 
should be completed by the end of next 
year. Pattaya is strategically located be- 
tween them. 

“Because of its better infrastructure 
and facilities, we will see [yet another] 
extensive transformation of the Pattaya 
landscape over the next five years,” 
commented architect Rangsan Tor 
wan. “It is almost certain that Patt: 
will develop in the same way as Japan > 


Osaka." 

S optimism about Pattaya's fu- 
ture was lacking five years ago, 

when doomsayers argued that the inter- 

national beach resort was past its peak, 


| and heading foran ugly and polluted de- 


mise. The Thai economy was reeling 
under a recession at the time, there was 
a hotel-room glut, and other sectors 
of the property market were also 
weak. 

Despite this, Pattaya did not stop 
growing. Benefiting from a tourist inva- 
sion since the successful 1987 Visit Thai- 
land Year and the anticipation of large- 
scale industrial development along the 
eastern coast, the coastal town is ex- 


дни ні 


Leaving under a cloud 


Taiwan plastics group to build a giant plant in Texas 


Recent controversy has surrounded 
plans for two further naphtha-crack- 
ing plants, one proposed by FPG in 
Taoyuan in northern Taiwan, and the 
other planned by government-owned 
Chinese Petroleum Corp. (CPC). Three 


| days after the 31 October announce- 


ment of its decision to go offshore, FPG 
was given the go-ahead by the Ministry 
of Economic Affair’s industrial deve- 
lopment bureau for the Taoyuan plant. 
It still faces considerable resistance 
trom local residents, however. 

Noting the opposition from govern- 
ment and public to expansion plans in 
Taiwan, company officials said the cost 
of meeting strict US standards of pollu- 
tion control were now no greater than 
they were in Taiwan. Winston Wang, 
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periencing a huge construction boom 
unrivalled elsewhere in Thailand. 
According to the Tourism Authority 
of Thailand, the number of foreign 
visitors sleeping in and around Pat- 
taya jumped 51.776 last year to more 
than 1 million. By year's end, another 
3,400 new hotel rooms will be added to 
the 13,273 rooms available in July, mak- 
ing the total nearly double that of five 
years ago. The number of Thai visitors 
is also rising, from about 300,000 in 1986 
to 400,000 last year. 

With growth in the foreign-tourist 
market slowing to an. estimated 30% 
this year, the momentum supporting 
Pattaya's growth is now largely due to 
the non-tourist property sector, a target 
for property speculators. A string of 
luxury condominiums is winding along 
thé beachfront north and south of Pat- 
taya beach — resort homes for a new 
class of wealthy Bangkok entrepreneurs 
produced by the country's economic 

om. 

‚ A sharp increase in the areas where 
construction permits are granted pro- 
vides a good index of the current boom. 
Last year, the Pattaya city administra- 
tion gave the go-ahead for some 376,000 
m? of floor space. This year they au- 
thorised more than 800,000 m? during 
January-October. Combined invest- 
ment for the condominium projects, 
commercial complexes and a mammoth 
2,500-room project promoted by the 
Ambassador Hotel group in Bangkok is 
estimated at more than Baht 6 billion. 

The flurry of construction represents 
phenomenal development for a coastal 
town which covers only 208 km?, of 
which about a quarter is by coastal 
water, and large stretches of which re- 
main open fields. п 





the son of FPG's founder and chairman 
Wang Yong-ching, said FPG was un- 

ely to site future plants in Southeast 
ewia, though European projects might 
be a possibility. 

The Texas plant is to be one of 
the largest ever built, and will make 
ethylene from propane, ethane and 
butane at a rate of about 680,000 tonnes 
a year. Work will begin in the second 
half of 1989, with completion scheduled 
for three years later. А second-phase 
plan would double the investment and 
add downstream plastics facilities. 


T5 finished plant will export some 
500,000 tonnes of ethylene 
dichloride, about half its total output, 
back to Taiwan, said C. T. Lee, vice- 
president of FPG's plastics division. 
FPG says the Texas plant is not a re- 
placement for its embattled Taoyuan 
proposal, which it intends to press 
ahead with. Company officials remain 
optimistic they can "communicate" with 
environmentalists. Lee affirmed that 
Es would continue to plan projects in 





Taiwan in the future. 
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In pursuit 
of property 


Singapore companies in 
scramble for sites 


By Christopher Marchand 


ith the mid-1980s crash firmly be- 

hind it, the Singapore property 
market is enjoying a sustained upswing 
in rent and capital values. End-user de- 
mand is surging, supply problems have 
begun to emerge and property com- 
panies are scrambling to buy available 
sites and buildings. 

Prime office rentals have risen from 
$$4-4.50 (US$2-2.25) a ft? in 1986 to a 
current level of S$5.50. Capital values 
have climbed 70% since 1986, while Sin- 
gapore's average office occupancy rate 
reached 90% in March 1988 — up from 
83.3% in 1986. 

Stockbroker Smith New Court fore- 
casts that prime office rentals will climb 
to $$6.50-7 a f? by end-1989. A famine 
of new space in the next three years 
should further support rentals. Major 
new office space in the core central busi- 
ness district will not become available 
until the completion of Ocean Tower in 
1991, UOB Plaza in 1992 and the 
870,000 ft? Republic Plaza, to be de- 
veloped by City Development and Ja- 
panese group C. Itoh, in 1993. 

Residential market activity has been 
buoyant. Capital gains have varied from 
70% to 120% in the past two years, de- 


Кш on location. Demand is fuelled | 
y 


affluence, increasing affordability, 
first-time demand from Singapore's 
baby-booming population, an influx of 


The company says the Taoyuan plant 
will boost Taiwan's ethylene production 
by 400,000 tonnes a year, or about 40%. 
In addition, it will eventually produce 
such chemicals as bisphenol A and 
epichlorohydrine. These are used in 
making polycarbonates and hard epoxy 
resins which Taiwan currently imports. 

Taiwan's existing VEU iie 
facilities produce about 950,000 tonnes 
of ethylene а year, which is used to 
make organic materials for everything 
from shoes and textiles to personal com- 
puters and car parts. 

Current estimates suggest that 
Taiwan could easily absorb the added 
capacity of the crackers planned by FPG 
and CPC — some 3796 of the country's 
huge manufacturing base relies on pet- 
rochemical feedstocks. 

With few natural resources of its 
own, Taiwan has developed manufac- 
turing and exporting as its major source 
of revenue and growth. The highly in- 
tegrated petrochemical sector support- 
ing this development has grown at an as- 
tonishing 27% a year between 1976 and 
1988, according to official statistics. 





| costs, though analysts 














































expatriates, and falling housing stock 
surpluses. 

"] can see 25% growth in residential 
prices and housing rents in 1989," says 
David Lawrence. managing director of 
Richard Ellis property brokers in Singa- 
pore. Increased trading of options in 
apartments and condominiums points 
to the market's current firmness, and 
rising interest rates do not yet threaten 
to bite into demand. 

Serious retail space shortages also 
loom. A prime Orchard Road site, the 
Promenade. was sold to Japanese in- 
vestor Paul Sun (who also owns the Sun 
Plaza in Hongkong) in August for S$153 





155 
million. Richard Ellis handled the trans- 
action, and Lawrence says that offers. of 
S$180 million have already been re- 
ceived. Little new Orchard Road space 27 
will come on stream until the Orchard 
Square project in 1991. Rents are ех» 
pected to advance strongly. 

Despite the strength of rents and 
values, listed property cc have 
yet to rake in profits. The point 
forcibly brought home. by leading pr 
erty company Singapore Land s 85. 
million issue of $$ i 2 
secured loan stock for 








S$2 loan stock has been thrown in... 
Issued on a 2% coupon! \ 
maturity, theloan issue marks a dri 
the company to slash iis b 
costs, and follows a collapse i 
able profit for the year to 3 
from S$17.2 million to S 
An S$18.8 million loss 
Centre lay behind the de 
Earnings next year tit. 
the back of higher rents an 











$$12 million loss for the ¢ 







For all the confidence an 
demand, however, the mountiny 
controlling chemical plant pollution т 
mains. Many smaller firms wi 
pansion in Taiwan too costly. Ru 
clean factories now "is not a 
problem," said a chemistry exp 
leading Taiwan research institute 
an economic problem.” 

Taiwan residents, suspicious of 
ulatory solutions and jaded by he 
pollution in the past, are Hkely to re 
main difficult to win over. 

Faced with such constraints at home; 
the US is attractive as a familiar site fà 
Formosa Plastics, and the new piant is 
to be built alongside an existing facit 
at Point Texas, on the ^ 
Coast. The firm acquired its first. U 
site in 1981, and now has 13, inclu 
plants, in California, Texas. Florida 
Louisiana and Delaware. 

In addition, Texas Governor ВИ 
Clements and Senator Phil Gramm 
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INDUSTRY 


By Jose Galang in Manila 

t is no coincidence that the Philip- 

pines’ main coconut-growing areas are 
also hotbeds of insurgency. Although 
prices of coconut products have risen 
substantially over the past two vears, 
farm incomes have stayed at subsistence 
levels because of declining productivity. 

More than 90% of the country's 1.63 
million coconut-farm households earn 
an average of only P645 (US$30.14) a 
month from the crop — a REVIEW esti- 
mate based on current average prices, 
farm sizes and yields. Although already 
up 13876 from 1986, this average in- 
come still represents only a third of the 
amount needed to meet basic neces- 
sities in rural areas. 

And yet billions of pesos have been 
invested in a range of coconut milling 
апа trading firms and a commercial 
| bank. But even these investments, orig- 
| inally made from proceeds of a levy de- 
ducted from the farmers’ share of 
coconut sales during the 1970s and early 
1980s, are now frozen while various 
government agencies and courts try to 
determine actual ownership. 

Reforms introduced by the govern- 
ment in 1986 so far have benefited 
largely the 6,150 individuals and firms in 
the trading and processing sectors. The 
reforms were aimed at breaking up the 
dominant role in the industry of United 
Coconut Oil Mills (Unicom), put to- 
gether with the help of levy funds during 
the regime of former president Fer- 
dinand Marcos. 

The social implications of the 
.€oconut farmers’ plight are vast. The 
| coconut industry employs some 3.4 mil- 

"Пол farmers and landless workers, 
whose dependants, numbering about 
18-20 million people, comprise a third 
of the country s population. It accounts 
for the third-largest share — after rice 
and corn — of gross value added in ag- 
riculture, fishery and forestry. 

. Any hope of sustaining the Philip- 
pines’ economic recovery could be 
dashed by prolonged income disloca- 
tions, as occurred with the very low 
coconut prices in the mid-1980s. Manu- 
facturing industries were then forced to 
retrench or close due to weak consumer 
"spending caused by low prices of ag- 
ricultural products, including sugar and 
coconut, and political uncertainties. 
< The effects are not only domestic. 
‘The Philippines is still the world’s lead- 
ing supplier of coconut products, ac- 
counting for 73% of global supplies of 
coconut oil and some 30% of copra, so 
production declines affect prices. 

If the decline in productivity is un- 
Checked, the Philippines could lose its 

















| The coconut crisis 


“Philippine farm incomes fall to subsistence levels 


share of the world coconut oil market, 
which is already substantially down 
80% from the late 1970s. Only coconut 
oil's superior properties have been 
holding back a rush to substitutes, such 
as palm oil. 

Deterioration of the industry will 
continue unless the declining producti- 
vity on the farms is reversed. Further, 
the problems at home are compounded 
by simmering protectionist pressures in 
leading markets that make future ex- 
port-earnings prospects uncertain. 


The Philippine Coconut Authority | 


(PCA) has drawn up a two-pronged stra- 
tegy aimed at reversing the productivity 
decline and maintaining the industry's 
share of world markets. However, poli- 
tics and scarce resources have curtailed 
the quasi-corporate government agency's 
ability to execute these programmes. 

PCA chairman Jose Romero warns 
that any further deterioration of the 
coconut industry will lead to problems 
"worse in magnitude and intensity than 
what the people in the sugar industry 
had experienced." Steep declines in 
sugar prices in the early 1980s brought 
destitution to that industry on which a 
fifth of the Filipinos are dependent. 

Difficulties in the sugar and coconut 
industry have helped fuel local in- 
surgency. In an estimated 80% of the 60 
coconut-producing provinces, сот- 
munist rebels wield influence over or 
control villages. 

The decline in productivity is alarm- 
ing. While the land planted to coconuts 











has risen from 1.06 million ha їп 1960 to 
3.36. million hà іп 1987, production has 
declined from a peak of 2.74 million 
tonnes in 1976 to about 2.25 million last 
year. Production is forecast to fall below 
2 million tonnes this year and next. 

The yield of coconuts has plunged 
from an average of 1.18 tonnes per hain 
the 1960s to 0.86 in the 1970s and down 
to 0.68 in the 1980s, according to PCA 
estimates. 

Poor crop nutrition and an increas- 
ing proportion of senile trees are the 
main causes of the declining producti- 
vity. Also, the 1983 drought and a series 
of typhoons in 1986-87 destroyed more 
than 7 million trees, reducing the total 
to some 430 million, about 3096 of 
which are said to be more than 60 years 
old and have low yields. 

The PCA's programme, for which 
funding still remains uncertain, includes 
fertilisation of some 1 million ha of 
farms and replanting of another 1 r“ 
lion ha. Planning to cover 100,000 h 
year beginning in 1989, PCA expects 
both projects to boost coconut produc- 
tion to about 2.28 million tonnes by 
1991 and 4.24 million by 2008. 


Fo instance, the fertilisation pro- 
ject, if successful in duplicating re- 
sults in PCA's own experiments, can in- 
crease yield rates by 50-150%, raising 
annual output to 1.5-2.5 tonnes per ha. 
The replanting project, on the other 
hand, will replace trees that have grown 
senile or were weather damaged in the 
past few years. Unlike the replanting 
programme during the Unicom years, 
which became controversial owing to 
the selection of only one type of tree, 
the new PCA scheme will use various 
hybrids suitable to the climate of the 
planted areas. The Mawa hybrid (a 
cross of Malaysian dwarf and African 
tall varieties) used in the past replanting 





Deeper into debt 


Middlemen control growers' markets and credit 


Grr to the coconut-growing vil- | 


lage of Barangay Novaliches near 
Liliw town in Laguna means traversing 
а 4-km rough uphill road. Rocks, many 
as big as bowling balls, fly from beneath 
the tyres of the very few vehicles that 
make the trip. 


The sorry state of the road is a | 


dramatic introduction to the conditions 


of Philippine coconut farms. Because of | 


the bad road, coconut farmers in Baran- 
gay Novaliches, which is at the foot of 
Mount Banahaw, cannot bring their 
produce to NE Wired facilities in 
nearby towns. Middlemen go to the vil- 
lage and buy available nuts — at prices 
they set. 

In late September, farmers were get- 
ting P108 for every 1,000 nuts. This 
was, the farmers said, down from the 





Р 180 they used to get in 1986. The price 
decline is against the upward trend in 
coconut prices in buying centres over 
the past two years. 

With an average annual harvest of 15 
nuts a tree, a lot fewer than the national 
average yield of about 30 nuts, most of 
the farmers in Barangay Novaliches 
earn only about P1,500 a year from 
every hectare, according to their own 
estimates. Average holdings are about 
0.5 of per ha. Many of the farmers, as 
such, are in debt to the middlemen, 
their usual source of credit. 

None of the 500-odd residents of the 
village has any bank savings. Those who 
can afford it, send their children to 
school in nearby towns to take courses 
— such as nursing or midwifery for girls 
and merchant marine for the boys — 
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programme was unsuc- 
cessful in farms in 
cooler mountain areas. 

While the PCA is 
aiming for quick re- 
sults, analysts doubt 
whether its manpower 
and capability can con- 
trol efficiently the pro- 
gramme's potentially 
unwieldy implementa- 
tion. There is scope for 
huge waste, given the 
budget of РІ billion 
needed for the pro- 
gramme's first year 
alone. 

The World Bank, 
which has  allotted 
.US$500,000 for a study 
of the programme, pro- 
jects increases of about 
3% a year each in 
^^mestic consumption 

d exports of coconut products. That 
giowth, the bank estimates, can be sup- 
ported with the replanting of 50,000 ha a 
year, or half the area that the PCA in- 
tends to cover. The bank also estimates 
that with an increase in average yields to 
1.75 tonnes a ha resulting from the pro- 
gramme, coconut acreage could be re- 
duced, allowing up to 500,000 ha — 
15% of existing coconut land — to be 
shifted to other crops. 

PCA itself is convinced that mono- 
crop coconut farms cannot possibly pro- 
vide higher standards of living for farm- 
ers. It has encouraged inter-cropping, 
the planting of space between coconut 
trees to suitable cash crops. 

The agency also plans to establish 
village-level coconut-based processing 
plants to enable farmers to diversify out 
of merely growing the crop. Targeted 
for launching in 1989, the plan will in- 
clude the villsse-level manufacture of 





which could lead to jobs overseas where 
they see better chances for higher in- 
comes. 

In late 1986 the Community Em- 
ployment Development Programme 
(CEDP), a government scheme aimed 
at raising rural incomes, touched the 
lives of Barangay Novaliches farmers. 
They were given loans to start inter- 
cropping tomatoes beneath their 
coconut trees. Income from tomatoes 
were encouraging. An investment of 
P5,000 per ha brought a net profit of 
P20,000 — а sum unheard of from 
coconut harvests. In their second year, 
also using CEDP credit, improvements 
in farming techniques further raised 
profits. 

The experience emboldened the 
farmers to plan bigger projects, such as 
pig and poultry rearing. They sought 

igger credits from the local branch of 
the United Coconut Planters Bank, and 
also organised a local cooperative to 
strengthen their negotiating position. 


FAR EASTERN ECONOMIC REVIEW ө 24 NOVEMBER 1988 





coconut 


coconut flour, coconut oil, 
water as a beverage, and various 
coconut food products. 


S; who will shoulder the cost of all 
these plans? The P1 billion budget 
sought by PCA for 1989 has not been 
approved by budget officials, who said 
the proposal came too late to be in- 
cluded in the year's allocations. The 
agency instead got an outlay of P28 mil- 
lion, which the Philippine Congress is 
likely to approve. PCA says it is not 
keen on World Bank funding for now 
because it is "a bit expensive," though it 
is looking at one European country's 
offer “at very concessional rates.” 
Romero told the REVIEW that he was 
“a bit disappointed that I am not getting 
the cooperation [from other govern- 
ment agencies] that the farmers are enti- 
tled to.” He lamented that shortage of 
funds is blocking projects that “will have 


However, the cooperative’s applica- 
tion for a loan of P250,000, which will 


been with the bank since it was filed in 
February. A change in the bank’s man- 
agement in August has not expedited 
processing. Now the farmers are wor- 
ried that with the end of the CEDP pro- 
gramme, they will be unable to ob- 
tain funds for projects to augment their 
incomes this year. They are planning to 
tap other banks, but their chances there 
are slim. 

The fate of the Barangay Novaliches 
residents illustrate the problems that 
burden many coconut farmers: lack of 
credit and poor basic infrastructure. A 


Manila-based businessman recently vis- | 


ited the village and became interested in 
setting up a processing plant that could 
use all the tomatoes that they could 
grow. He backed off after finding out 
there was no electricity and that there 
were no plans to electrify the place in 
the near future. 








more beneficial effects 
than the rather uncer- 
tain things that the [ag- 
rarian reform program- 
me of land redistribu- 
tion] is going to show.” 

The agrarian reform 
programme has given 
rise to new tensions as 
many landowners con- 
tinue to resist any 
breakup of their hold- 
ings. For instance, after 
intense lobbying by 
operators of commer- 
cial farms for a 10-уеаг 
delay in the inclusion of 
their sector in the pro- 
gramme, coconut farms 
will be affected only 
from 1992, and only 
about 45% of coco- 
nut farmland will be 
covered. 

The coconut industry's investments 
in oil mills and other processing and 
trading companies are estimated to be 
worth P5.9 billion. Coconut farmers 
are also.supposed to own nearly 52% of 
the United Coconut Planters Bank 
(UCPB), the fifth-largest commercial 
bank in terms of resources. The invest- 
ments also include shares in industrial 
leader San Miguel Corp., which are 
worth close to P6 billion 

Many of these investments can be 
liquidated to raise funds for the industry 
rehabilitation programme only after 
formal court decisions. But their owner- 
ship needs to be sorted out, involving 
the farmers and past leaders of the in- 
dustry including Eduardo Cojuangco, a 
Marcos associate who headed Unicom 
during its heyday. 

An example of the complicated situ- 
ation is illustrated in the case of the 
funds that went to the Philippine 
Coconut Producers Federation 
(Cocofed), which is associated with big 
coconut landowners. The funds, total- 


| ling P760 million, had been invested by 
be distributed to its 110 members, has | 


Cocofed in various corporations, some 
of which have the same Cocofed officers 
as directors. 

Romero said these funds were chan- 
nelled to the federation as co-im- 
plementor of PCA projects for the in- 
dustry. Instead, the money went into 
such businesses as a residential subdivi- 
sion and a five-star hotel. A finance 
company set up with the PCA funds 
turned out to be a shop-front operation 
in Manila's Chinatown area. Romero 
believes that most of the funds can still 
be recovered. 

But a bigger battle that PCA faces is 
the move to downgrade the agency, now 
attached to the Office of the President, 
into a bureau within the Department of 
Agriculture and Food. The move could 
curtail the agency's powers. A close ad- 
viser of President Corazon Aquino has 
been lately mentioned as buying up 


— Jose Galang | farmers' shares in UCPB. 



















































By Elizabeth Cheng in Peking 


Cu central bank, the Peoples' 
| Bank of China (PBoC), is losing its 
grip on the country's financial sector, 
which has grown phenomenally, espe- 
cially over the past two years, as a result 
of economic reforms. A flood of money 
sloshing around the economy outside 
official control has given rise to hun- 
dreds of unauthorised private 
moneylenders and foreign-exchange 
dealers, in parallel to the authorised 
state and provincial banks, local finance 
companies and credit cooperatives. 
f... In addition, a long tradition of politi- 
са] interference — at both the national 
and local levels — in the allocation of 
‘credit means PBoC has only limited 
‘control over the authorised financial in- 
Stitutions. The two factors combine to 
рме central bank management only lim- 
ated ability to implement the curb on 
lending decreed by the State Council in 
‘September. 
The underground financial institu- 
tions are particularly active in the 
special economic zones and some coas- 
‘tal cities. For example in Wenzhou, a 
city in Zhejiang province, where the 
conomy is dominated by private-sector 
button manufacturing, state banks are 
reportedly becoming unpopular be- 
cause they have all but stopped credit to 
private enterprises to conform with cen- 
tral bank credit curbs. This has dis- 
rupted production and forced even 
more enterprises to turn to illegal 
‚ money lenders. Their lending rates are 
now 5% or more a month. 
;; Although PBoC approval is needed 
for the creation of every financial enter- 
prise, the bank is in no position to en- 
force its rules. It generally leaves actual 
Supervision to its branch or sub-branch 
managers who themselves find it easier 
to do the bidding of local provincial or 
city authorities, who often tolerate the 
unauthorised money market. 

The central bank has been under at- 
tack for some time, not only for its fail- 
ure to control the expansion of the 
oney supply but for allowing a host of 
financial operations to spring up with- 
out adequate supervision. Until Sep- 
tember, when PBoC ordered a halt to 
the creation of new non-state financial 
institutions, 250 had been authorised 
| this year in addition to the 450 approved 

up to the end of last year. The halt was 
called to allow the central bank time to 
атту out its supervisory work, said a 
‘foreign-bank economist. 
"The central bank is really weak on 
supervision," a Bank of China official in 
Peking told the REVIEW. The bank has 
arned a great deal about the use of 








Lender of first resort 


"China's central bank is losing its grip on credit supply 




















open-market techniques from the West 
in managing money supply, such as the 
use of capital reserves and liquidity 


ratios, but little about implementation | 


or supervisory know-how, he said. 

Training qualified bank examiners 
takes time. Although China has one of 
the most comprehensive bank reporting 
systems among Third World countries, 
it still has a poorly developed supervis- 
ory system as a result of having for 30 
years a banking system geared to a 
single institution dispensing cash, said 
Peter Harrold of the World Bank Resi- 
dent Mission in China. 


W hile all authorised institutions 
must submit monthly and quar- 
terly reports to the central bank, they 
are only required to disclose the volume 
of loans in relation to deposits and not 
to whom they are lending. 


“The reason for such weak supervi- | 


sion is the absence of people trained in 
the skill required now. Such experience 
is not available inside China," Harrold 
said. Consequently, the bank has to 
look overseas for help: it has been as- 
signing staff to work at other central 
banks in such countries as West Ger- 
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many, the US, Britain, Japan and Pakis- 
tan, inviting experts to China to give lec- 
tures and conducting in-house training. 

PBoC is believed to have only 160 
senior examiners and about 1,000 mid- 
dle-level examiners — whose qualifica- 
tion for the task is in doubt. To cope 
with the recent expansion in the finan- 
cial sector, Harrold estimates that the 
bank would need at least another 25 
fully trained bank supervisors. 

Other technical constraints faced by 
the central bank include a primitive pay- 
ments system, an unwieldy state bank- 
ing structure and a lack of penalties for 
those who fail to repay debt. 

China is still a cash economy where 
the use of cheques is largely unheard of 
outside the foreign. community. Profit 
tax payments are made by transfer au- 
thorisations. Although. PBoC has an- 
nounced that a checking system will 
soon be introduced, it has vet to decide 
what kind of clearing system to use. A 
bad decision could be very costly, Hi 
rold warns. 

But the most fundamental problem 
facing the central bank is its lack of 
power to operate an independent mone- 
tary policy, free of interference from 
politically powerful cadres insisting on 
special consideration for pet projects. In 
some ways, the current problems with 
inflation may have strengthened the 
lobby to give the bank more autonomy 
in monetary policy. Freedom from gov- 
ernment interference is vital if PBoC 
is to become an effective central bank- 
er. ü 


Off limits to speculators 


Taiwan moves to curb share price manipulation 


By Jonathan Moore in Taipei 


aiwan's Securities and Exchange 

Commission (SEC) has raised the 
daily limit on share-price movements 
from 3% to 576 in a bid to curb stock 
manipulation. The change took effect 
on 14 November. The daily limit was 
reduced from 5% to 3% during last 
year's late-October stock slump. 

Stock analysts saw the move, which 
was announced on 10 November, as а 
first step in a stage-by-stage lifting of the 
limits. “I think [the SEC] will probably 
open it up completely, though they'll al- 


ways leave some percentage limit so | 
they can bring it back down again if they | 


have to," said Danny Chan of Fidelity 
International. 

The measure will make it more ex- 
pensive for speculators to manipulate 
prices, thereby lending stability to the 
market. A favourite trick of big invest- 
ors has been to singlehandedly push а 
stock to its upper limit to encourage 
small investors to buy the shares. The 





trick was made easier by the limited 
number of actively traded shares. 

The market limits became an impor- 
tant issue in the stockmarket crash that 
followed Finance Minister Shirley 
Kuo's announcement on 24 September 
of the reimposition of a capital gains tax 
on trading profits. In the wake of her an- 


| к * 
| nouncement, the market’s weighted 


index, which had soared 276% since the 
beginning of the year, began a 20-day 
decline that saw it fall 36% from its peak. 

The 3% limit on price movements 
meant the slump dragged on for nearly 
three weeks. Sell orders could not be 
matched with buyers, and the resulting 
illiquidity left investors trapped in the 
market with depreciating holdings. 

A government-directed buying plan 
on 21 October provided the spark that 
brought the return of buying interest. 
The weighted index has since bounced 
back, regaining more than 1,300 points 
to 6,999.70 by 15 November. п 
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A: UPS, Our People Don't Just Take Your International Parcels. They Take Responsibility For Them 








For further information call Australia: Rohlig Australia Pty Ltd * Tel 662-4099 Brunei: layapuri (B) Sdn. Bhd * Tel (673-2) 20119/23664 China, Peoples Republic of 
China National Foreign Trades Tel 831-2928, 831-3181 Hong Kong: UPS: Tel. 3-345402 Indonesia: PT Global Putra Indonesia* Tel 351424-3805702-343946-356314 
® Trademark and service mark of United Parcel Service of America, Inc , of USA 





O: By One 


Чы international parcel or document will never leave our control 


Wherever in the newly extended UPS network it may be going 

Everyone involved in your delivery is a vital part of the international LIPS system 

Long before a UPS partner or authorized representative is allowed to satisfy you 
he must first satisfy us. And eighty years spent becoming the biggest delivery service 

in the LISA have made us very hard to please. Europe, The Pacific, Australia, North America 
Hidden in a maze of back streets or miles from anywhere. If its within our network 
we'll not only get your package there, we'll tell you when it will arrive 
And that includes 600 million addresses in mainland China 
At times our passion for efficiency may seem extreme 
But we see little merit in being the biggest unless you get there by being the best 
That's why everyone at UPS is dedicated to a single task 


Earning your trust. One delivery at a time 
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United Parcel Service 


As sure as taking it there yourself. 








Japan: UPS. Yamato Express Service Co , Ltd * Tel. Ichikawa (0473) 27-6121 Korea: Korean Air Freight * Tel (02) 718-9141/5 Macau: United Parcel Servi 
345402 Malaysia: United Parcel Service* Tel 7335677 New Zealand: FLI CARGO (№ Z ) Ltd * Tel (09) 275-4009 Papua New Guinea: RLC Robert La 
Ltd * Tel 675 251511 Philippines: DelBros, Inc * Tel 472241 Singapore: LIPS • Tel. 289-1111 Taiwan: LIPS • Tel. 7170580 Thailand; LIPS + Tel. 258 0001 


Geamatics. 
Automation the 
AEG way. 








Automation is the key to higher pro- 
ductivity: cost-effective use of raw 
materials and power, high quality 
combined with short delivery times, 
and "just-in-time" production with 
low stock holding and capital 
commitment. 

AEG's system of automation – 
Geamatics – offers solutions solidly 
based on user-specific technolo- 
gies. It has a clearly defined struc- 
ture whose key features include 


ease of access and logical con- 
figuration. 

Geamatics encompasses sen- 
sors, drives, automation equip- 
ment, real-time computers and 
extensive software as well as a 
comprehensive system approach 
with an open communications 
structure. Additionally, it includes 
over ten years application 
experience їп industry, 
supply and generation, environ- 


power 








mental protection, utilities апа 
transportation. 

Headquarters: AEG Aktienge- 
sellschaft - Theodor-Stern-Kai 1 
D-6000 Frankfurt 70 West 


Germany 


AEG 
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1 Trade union Reaganomics 
aids Australian revival 


gu 


hen the time comes to write the 
economic history of the 1980s, one 
of the most paradoxical chapters is 
likely to be about Australia. Three 
ears ago, the country was confronted 
i a series of financial traumas in which 
all the great macroeconomic and micro- 
economic shocks of the 1980s appeared 
to be converging simultaneously. 

Australia experienced a deteriora- 
tion in its export prices typical of coun- 
tries in the Third World while suffering 
from an inertia in its capacity for domes- 
tic wage adjustment comparable to 

ler industrial societies in the First 

orld. The result was a swelling of its 
trade deficit which appeared to be Latin 
American in its macroeconomic impli- 
cations, but which was funded through 
innovations in financial intermediation 
that were North American in their 
microeconomic sophistication. 

Finally, in order to brake the coun- 
try’s slide towards self-proclaimed 
"Banana Republic" status, a nominally 
socialist Labor government introduced 
a Scandinavian-style incomes policy 
which is now evolving into a trade un- 
ionist version of Reaganomics without 
budget deficits and import controls. 

The Australian economic traumas of 
the 1980s reflect the country's split per- 
sonality. First, Australia is а price 
taker, not a price setter. As with 
most Southern Hemisphere countries, 
mineral and farm 
products account 
for nearly 80% of 
` exports. 

Secondly, Aus- 
tralia’s labour in- 
stitutions were 
shaped by a pecu- 
liar 19th century British mixture 
of Methodism and Marxism which 
manifests itself today in centralised 
wage arbitration and trade union bar- 
gaining practices far less flexible than 
the country’s highly volatile export 
prices. 

Thirdly, because of its isolation, 
Australia has traditionally had protec- 
tionist trade policies which discouraged 
the creation of a competitive manufac- 
turing sector. Such microeconomic 
rigidities were not a barrier to prosper- 
ity when the country enjoyed buoyant 
growth of mineral exports during the 
1960s and 1970s. But when commodity 
prices collapsed during the early 1980s, 
Australia’s trade account haemor- 
rhaged and the country's external debt 
rapidly grew from 10% of GNP to 30%. 

Although the origins of Australia's 
large external deficits during the 1980s 
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are very different from 
those in the US, the pro- 
cess by which the two 
countries have adjusted 
to them is remarkably 
similar in several re- 
spects. 

First, the Labor gov- 
ernment elected in 1983 
permitted a dramatic de- 
regulation of the Austra- 
lian financial sector 
which enhanced the 
country’s ability to im- 
port capital. It gave 20 
foreign banks licences to 
enter a domestic market 
dominated by four in- 








Treasurer Keating: deregulation. 


tive pay changes at individual com- 
panies but through the Western world's 
last great experiment in incomes 
policy. 

As Australia's trade deficit mush- 
roomed during the mid- 
1980s, the country's new 
generation of trade 
union leaders sensibly 
recognised that attempts 
to extract large nominal 
pay gains from private 
employers would pro- 
duce only  hyper-in- 
flation and а currency 
collapse, followed by 
mass unemployment. 
So they negotiated а 
pay deal with the govern- 
ment in which wage 
restraint was swapped 
for new social bene- 
fits, such as public 
health insurance, and tax 
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stitutions while the 
number of merchant banks multiplied 
from 41 to 114. 

Meanwhile, overseas investment 
banks encouraged the creation of a 
large offshore Australian-dollar bond 
market and aggressively sold them to 
yield-hungry retail investors in the US, 
West Germany and Japan. Although 
Australia has been importing capital for 
200 years, the 1980s is the first period in 
the country's modern history that pri- 
vate and public borrowing has displaced 
equity as the primary vehicle for attract- 
ing foreign savings. 

As in Reagan's America, the sharp 
rise in external Potro aer 1983 did 

not finance an up- 
surge of export- 
roducing capital 
investment. In- 
stead, it helped to 
fund 
deficits, a boom in 
corporate takeover 
activity, and a sharp rise in financial 
market turnover. In fact, Australia 
now has such an overdeveloped finan- 
cial system that its currency has become 
the fifth most actively traded in the 
world despite the fact that the country 
ranks only 10th in terms of free world 
GNP. 

Secondly, Australia's Labor govern- 
ment encouraged a boom in employ- 
ment creation through a Reaganite mix- 
ture of currency depreciation, real wage 
cuts and tax reductions which boosted 
the profit share of GNP. In contrast to 
the US, though, the wage aM Dent 
did not occur through thousands of rela- 
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cuts. 

As in the US under Reagan, real 
weekly wages have fallen by 3% since 
the Labor government took office while 
job creation has shot up to levels rival- 
led only by the US. But in contrast to 
Reaganomics during 1981-86, the tax 
cuts were more illusory than real be- 
cause inflation pushed most families 
into higher real tax brackets while the 
cuts in nominal corporate tax rates were 
offset by reduced depreciation allow- 
ances. 

Recent changes in Australian in- 
come shares and savings patterns pro- 
vide a useful illustration of the policy di- 
lemmas which will confront Washington 
in the post-Reagan era. Australia's fed- 
eral government deficit has been re- 
duced from more than 4?5 of GNP to a 
surplus through ап increase in the tax 
share of GNP from 26% to 27% and a 
cut in the spending share from over 3096 
to 25.5%. But the current-account def- 
icit has only shrunk from 6.3% of GNP 
to 4% because the personal savings rate 
dropped from 10% to 8% as households 
struggled to maintain living standards 
and business investment responded 


| positively to the profit boom produced 


by wage restraint and currency depre- 
ciation. As many countries are now dis- 
covering, there is no automatic sym- 
metry between budget deficits and cur- 
rent-account deficits if other policies de- 
press private savings 

Hence, reducing Australia's current- 
account deficit to its post-war average of 
2-3% of GNP may require the govern- 
ment to run a huge budget surplus, in- 
troduce a radical pro-savings tax policy, 
or permit an upward jolt in interest rates 
large enough to frighten households 
into saving more without fiscal incen- 
tives. 

The challenge for the US next year 
will also be to engineer a large reduction 










in the federal deficit without depressing 
private savings. But this may prove even 
: тоте difficult than in Australia because 
several factors are depressing the US 
profit share of GNP. Wage growth is es- 
-calating, productivity is languishing, 
and the 1986 Tax Reform Act is reduc- 
ing corporate depreciation allow- 
ances. 

The overvaluation of the dollar dur- 
ing the first half of the 1980s also pro- 
duced such a huge inflation of retail pro- 
fits that much of the recent boom in 
manufacturing profits is merely an in- 
come transfer from consumer-oriented 
companies, and not a net increase in the 
corporate share of national income. 

Therefore, if US fiscal policy re- 
mains gridlocked after 1988, there is a 
great danger that any further decline in 
its external deficit will have to come 
from a devaluation-driven upsurge of 
inflation and interest rates powerful 














COMPANIES 


By Jonathan Friedland in Jakarta 


' Bimantara group, Indonesia’s 
stest growing conglomerate, is 

out on a highly visible limb this 
ath with the opening of its new com- 
mercial TV station, Rajawali Citra 
| Televisi Indonesia (ЕСТІ). 

' The US$80 million start-up of the 
pay-TV venture signals a serious effort 
y Bimantara, which has assets of US$1 
Шоп, to establish an entrepreneurial 
«track record. Since its creation in 1981 
by four college friends, led by Bambang 
Trihatmodjo, all with close ties to the 
ruling establishment, Bimantara has 
¿concentrated on taking minority posi- 
| tions in existing businesses or on par- 
: ticipating in lucrative one-off projects. 

v From a limited capital base, Biman- 
Чага has grown to own equity worth an 
estimated US$125 million in 90 com- 
panies, ranging from the Indonesian as- 
mbler of Mercedes trucks to a palm- 
oil plantation, from an insurance brok- 
ng house to an animal vaccine manufac- 
urer. The conglomerate — which this 
year claims a turnover of US$800 mil- 
n ~~ is estimated by corporate re- 
archer Christianto Wibisono, who op- 
-erates a business database called In- 
-formasi, to be now among Indonesia's 
Лор five business groups. Peter Gontha, 
_ director and executive of group holding 
company Bimantara Citra, says most of 
its revenues come from petrochemical- 
elated trading operations, from di- 
vidends, and from "commissions on ten- 
der projects." 
The decision to bring commercial 
TV to Jakarta, the last of the non-com- 
.munist world capitals without such а 

















sumers to corporations and to frighten 
households into increasing their stock of 
precautionary financial balances. 


he other striking contrast between 

Australian and US economic policy 
during the late 1980s has been in the 
area of trade. Australia has reduced 
tariffs to encourage the development of 
a more competitive manufacturing sector 
whereas the Reagan administration has 
increased the share of US imports sub- 
jected to quotas from 1296 to 2396 and 
launched a de facto industrial policy for 
semiconductors. Indeed, one reason the 
Democrats had not been able to use the 
issue of economic nationalism very ef- 
fectively in the 1988 election was that 
the Reagan administration stole it from 
them by imposing more import restric- 
tions than the last six administrations 
combined. 





Jakarta's Rockefellers 


Bimantara strives to become ‘a national asset’ 


service, is part of Bimantara's five-year 
plan to become a major force in tele- 
communications, tourism and export- 
oriented industries, according to 
Gontha. “We want to contribute to the 
national development process,” he said, 
adding the company was determined to 
aid the New Order government's effort 
to diversify Indonesia's sources of for- 
eign exchange. "We hope to become a 
national asset." 

Few Indonesian businessmen cur- 
rently view Bimantara in such a favour- 
able light. The firm is accused of muscl- 
ing in on projects in order to take a share 
of profits without contributing any par- 
ticular management expertise or access 
to financing. Further, Bimantara is seen 
as having benefited from its government 
connections by securing virtually risk- 
free trading monopolies in all plastics 
imports, and over a portion of state oil 
company Pertamina's output. 

Bimantara — or Bimantara directors 
— have a stake in Hongkong-based 
trading companies Panca Holdings and 
Permindo Oil Trading. Respectively, 
they control Indonesia's US$400-600 
million a year trade in plastics and a 
100,000 barrel-a-day share of Per- 
tamina's exports. There are similar ar- 
rangements relating to international air 
freight handling, gelatine capsule 
manufacture and distribution, and natu- 
ral gas transport to South Korea. 

“Bimantara is following a time-hon- 
oured path. You start with credit and a 
monopoly licence and then you build up 
tangible assets as you go along,” said a 
top academic economist. “Look at the 


enough to shift more funds from con- 
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growing affluence, Australia is rapidly 
developing a large tourism industry. As 
real discretionary incomes in Japan, 
Singapore, and Hongkong rise when 
commodity prices fall, tourism is evolv- 
ing into an ideal counter-cyclical offset 
to slumps in Australia's traditional ex- 
port industries. 

Many Australians fear the Japanese 
will ultimately buy a larger share of their 
country's beachfront real estate than 
they already own in Honolulu and Los 
Angeles, but it is equally possible that 
the Australians will subvert the so-call- 
ed “yellow peril" by teaching the 
Orient's workaholics how to relax. 

Australia was also very fortunate 
that a treasury secretary from Texas, 























































Morgans, the Rockefellers, the Car- 
negies — those who survive and prosper 
adjust to new conditions. That is what 
Bimantara is trying to do." 

However, the group is not being 
helped by apparent attempts over the 
past few weeks to cast aspersions on its 
operations. Based on a market survey 

roduced by a food chemist in East 
ava's Brawijaya WAR E several 
newspapers reported in early Novem- 
ber that over 60 well-known brands of 
processed foodstuffs were found to con- 
tain shortening derived from pork fat — 
a report calculated to alarm Indonesia's 
overwhelmingly Muslim population. 
Among the names products was a brand 
of dried milk made by Bimantara's 
part-owned Nestle concession, Food 
Specialities. 

The government, as well as the com- 
panies concerned, moved quickly to 
deny the rumours which, by some 
counts, have seen sales of the prodi.. 
drop by 80%. The public was. sub- 
sequently treated to the sight of some 
members of the cabinet and the head of 
the Islamic council of Ulema, drinking 
Food Specialities’ “Dancow” milk to 
prove its “halal” qualities. 





Ac to company officials, it is 
prudence and hard work rather 
than undue privilege that has led to 
Bimantara's success. "People are very 
jealous of our management," Gontha 
told the REVIEW. "We have grown fast 
because we run our businesses well." 
Gontha explained that all profits made 
during the past six years have been rein- 
vested in group operations and that 
Bimantara has been scrupulous in pay- 
ing its taxes and in its dealings with 
joint-venture partners such as Nestle, 
Daikin and. Indonesia's Ometraco 
Group. “We have no secrets,” he said. 
“Tt is Bambang's philosophy to run our 
businesses correctly.” | 

Bimantara’s skill and propriety will 
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James Baker, took control of US eco- 
nomic policy in early 1986. Throughout 
US history, finance ministers and cen- 
tral bankers from the western and 
southern states have usually been more 
tolerant of inflation and supportive of 
growth than their counterparts from the 
eastern states. 


B maintained this geo-political 
tradition by devaluing the dollar and 
coercing other countries into pursuing 
more expansionary policies, not impos- 
ing the austerity budgets which the US' 
foreign creditors have advocated as a 
solution to the trade deficit. 

As a result, the Australian dollar will 
be very sensitive to whether the next US 
administration's Treasury and Federal 
Reserve. appointments contain ап 
adequate number of soft money sunbel- 
ters. to offset the influence of hard 
money New York bankers who would 


be visibly tested by the RCTI venture. 
When it formally starts transmissions 
next March — test broadcasting begins 
this month — RCTI hopes to have 
70,000 subscribers, half the number it 
needs to reach break-even point, ac- 
cording to general manager Peter 
Langlois. Until RCTI’s vast and 
hugely expensive — stock of signal de- 
coders is placed in subscribing house- 
holds und advertising revenues start 
rolling in, substantial sums will be drain- 
ing out of Bimantara's coffers. 

The group can fund this through 
what appear to be open credit lines from 
En state creditors — Bank Dagang 

egara and Bank Bumi Daya, and 
RCTI part-owner Bank Duta Negara 
Indonesia. Bimantara, to date, has 
never carried such open financial risk. 
Nor has management credibility been 
placed on the line to such an extent — 
Ф the start, RCTI partners boasted 
would get their station on air within 
seven months, a deadline extraordinary 
even by the standards of countries bet- 
ter equipped than Indonesia. 

RCTI is only one of several telecom- 
munications ventures owned by Biman- 
tara. In 1984, following a quicksilver 
start as a sole-licensee for air-freight 
handling to and from Indonesia, the 
group entered the world of high 
technology with the controversial ten- 
der purchase, refurbishment and resale 
of an Indonesian Government telecom- 
munications satellite, the Palapa B-2R, 
which failed to go into its correct orbit 
and was returned to earth by a space 
shuttle mission (REVIEW, 30 Apr. '87). 

Critics accuse Bimantara affiliate 
Settel Technologies of playing middle- 
man on the deal — adding little of value 
while netting huge profits. Settel pur- 
chased the satellite from Merrett Hold- 
ings, representing the Lloyds’ insurance 
underwriters who acquired ownership 
of the unit after they met a US$75 mil- 
. lion claim from Indonesia’s state tele- 





cater to Tókyo and Frankfurt financial 
opinion. Australia needs a US eco- 
nomic policy in 1989 which encourages 
stagflation, not flagellation. 

Although Australia has successfully 
pursued a more humanitarian approach 
to economic retrenchment than most 
other countries during the 1980s, its 
long-term position remains potentially 
precarious. By dere egulating the finan- 
cial sector so much faster than the real 
economy, Australia has permitted its 
external debt to grow to levels which 
could easily provoke a new currency 
crisis if commodity prices fall again or 
monetary policy becomes lax. The | 
Labor government has also been reluc- | 
| tant to convert some of this debt into 
| equity by privatising large government- 





owned corporations, such as Qantas. 
Finally, it will be difficult for Austra- 

lia to improve its living standards with- 

out introducing microeconomic reforms 





COMMUNICATIONS ma 
ELECTRONICS COMPANIES 


® 


Perumtel. 


| communications agency, 
| After arranging for refurbishment of 
the satellite, Settel sold it again. — to 
| Perumtel. Gontha says the group barely 
broke even on the deal, though it saved 
| {һе government “substantial” sums of 
| money by getting the satellite ready for 
| re-launch in 1990. After purchasing it 
| for US$17.8 million, said Gontha, the 
| cost of repairing it ate up most of the 
| US$3.2 million profit on the re-sale. 
"Everybody thinks we make so much 
money on everything," he said. "We 
have plenty of companies with losses 
| and headaches." As a privately owned 
j company, Bimantara does not disclose 





| 
| 
| 
i 
i 
i 
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| 
i 
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which link pay growth more clo 
productivitv and profits, The 

have begun to experiment with a variety 
of such incentive schemes, but it is un- 

certain whether they will go far enough. 

Moreover, some union leaders are now 
proposing there should be another year 
of Ded restraint during 1989-90 offset 
by large tax cuts. While such policies 
worked in 1987 and 1988, it isquestiona- 
ble whether workers should be encour- 
aged to think the government can con- 
tinue to underwrite real income claims 
er fiscal policy irrespective of de- 

velopments in the world economy. 

As a result of these underlying con- 
ien the final verdict on Austra 
lia's novel experiment in structural ad- 
justment driven by accelerated liberali- 
sation of financial markets and inten- 





| sified politicisation of labour markets 


wil not be known unti the 


19905. 


early 


any financial information about any of 
its 90 subsidiaries, 35 of which are full 
operating companies. ( (The remainder 
many of which are dormant, wer 
as vehicles to bid for specific tenc 

Settel, which is based 





in 
Angeles, was not just set up to do the 


satellite deal, according to company of- 


ficials, but will act as the research and. 


development arm of Elektrindo Nusan- 
tara. This 40% Bimantara-owned com- 
pany produces  telecommunications 
equipment for Perumtel under licence 
from Hughes Aircraft. Elektrindo 
Nusantara is one of five Indonesian 
firms expected to bid in partnership 
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- with foreign suppliers for telecommuni- 
„cations contracts worth US$2.9 billion 
| - under Indonesia's. forthcoming fifth 
| five-year plan. 
) ce Alongside telecommunications, Bi- 
= mantara is pinning its hopes on tourism- 
related businesses. Bimantara Eka Sen- 
tosa, the group's real-estate investment 
company, is building a US$120 million 





luxury hotel, the Grand Hyatt, an ad- | 


joining shopping centre апа ап apart- 
ment complex in the centre of Jakarta. 
7 Bankers say that Eka Sentosa paid little 
for the valuable Thamrin site and runs 
i. modest long-term risk with the develop- 
| ment; Bimantara is in negotiation to sell 
| “the Sultan of Brunei a substantial stake 
in the project. Gontha said the group is 


` doing the project as a "favour" to the | 


| "government and expects no return for a 
“decade. Eka Sentosa also has a joint- 
© venture project with Industrial Bank of 
Japan to build a hotel in Bali. 
(o A third area of concentration during 
Ше next five years is export-oriented 
y Wenden. In joint ventures with 
| mostly local partners, Bimantara is a 
. leading domestic manufacturer of phar- 
, maceutical inputs, intermediate plastic 
T goods and food products. Its companies 
also assemble vehicles, and have sev- 







А" the start-up of a commer- 
cial TV station entails a level of 
tisk new to Bimantara, virtually 
everyone in Jakarta’s advertising indus- 
ту agrees that RCTI is, ultimately, a 
“proposition which cannot fail. With a 
Ласк of efficient vehicles to reach In- 
|: donesia's 35.8 million households, ad- 

'vertising campaigns have featured ex- 
pensive stunts, such as stuffing the na- 
„tion's cereal boxes with embossed 
spoons. 

“The advertising community is over- 
"joyed that commercial TV is coming 
L back, no doubt about that,” said Deb- 
па Guharoy, an executive at Ad- 
force, а  Jakarta-based advertising 
| agency. 
t Nonetheless, RCTI is likely get off to 















ment, and partly owing to the elitist 
ricing policy of its owners, Bimantara 
{та (65% ) and Rajawali Wira Bhakti 
ата (35%). The latter is а consor- 


urabava-based Ometraco Group and 
Bank Duta Negara International. 





| Indonesia (TVRI), also has a role in the 
c venture through its 


"billion for the use of TVRI news pro- 
ramming and some facilities dur- 
ng the first year of operations. This 
Il subsequently be adjusted accord- 





| slow start, partly because of the cau- | 
ious approach demanded by govern- | 


ium of individuals associated with the | 
< The state-owned Televisi Republic | 


foundation, | 
| Yayasan Televisi. RCTI is to pay it Rps | 














eral small export opérations, including а 
factory it purchased in California, re- 
built in Java, and which now sells DDT 
to Vietnam, China and Brazil. Biman- 


tara itself has very little operational role | 


in any of these ventures. 

Gontha said Bimantara hopes to re- 
peat its success in domestic production 
by luring large joint-venture partners to 
start export operations for car compo- 
nents, food and beverages, and finished 
plywood. As with partners Nestle and 
Daimler-Benz, Bimantara will bring to 
the table both financing and an ability to 
negotiate Indonesia’s sometimes frus- 
trating bureaucratic environment, 


Со officials say Bimantara's 
rapid growth and the diversity of its 
investments is necessary if it is to be taken 
seriously by major foreign corporations. 


"If Bambang were a little guy and didn’t | 
expand, people wouldn’t pay attention | 
“The big | 


to Bimantara,” said Gontha. 
guys like to deal with the big guys. We 
want to be viewed as equal partners.” 
As a major Indonesian company, he 
added, Bimantara will be able to repre- 
sent the best interests of a developing 
nation that has long suffered unfair ar- 
rangements with foreign partners. 


The making of a cash cow 


Commercial TV station will reap huge advertising revenue 


ing to the number of subscribers. 

The government, which banned 
commercial TV advertising in 1981 as 
detrimental to development, has given 
RCTI the right to broadcast only in 
Jakarta. Other urban centres will be 
opened up if the venture is successful. 
To stop poor Indonesians tuning into it, 
RCTI was encouraged to use a decoder 
system, expensive by Indonesian stand- 
ards. Potential subscribers will pay 
US$75 to hook up, followed by 05818 
every month. This will buy the viewer a 
fare of 85% entertainment — mainly 
US TV shows like Knots Landing and 
LA Law and a few movies — and 15% 
educational and current affairs prog- 
ramming. This is exciting viewing com- 

ared to TVRI’s turgid and under- 
udgeted menu of offerings. 

RCTI is sitting on an inventory of | 
300,000 Zenith decoders, costing 
roughly US$60 million. According to 
RCTI general manager Peter Langlois, 
formerly a TV executive in Sacramento, 
California, some 30,000 subscribers had 
enrolled by the end of October, one- 
fifth the number needed for break-even 
operations. “I am cautiously optimistic 
we will reach the target figure of 70,000 
by March and be in the black within four 
years," he told the REVIEW. 

RCTI officials said they are also en- 
couraged by the amount of advertising 
already booked, despite the small, 
though well-heeled, audience the sta- 

















Whether further diversification’ + 
and more joint ventures with foreign 
partners — will be enough to win 
Bimantara a sustainable recurrent m- 
come base and a secure future is open to 
question, according to analysts. The 
World Bank and other creditors have 
been pressing the Indonesia to reduce 
import monopolies and drop other pro- 
tective barriers to competition. 

One senior foreign banker argues 
that Bimantara has not yet shown ability 
to build and manage businesses through 
good times and bad. "Making a lot of 
money has fallen out of favour as a sole 
strategy," he said. ' "Running businesses 
well takes a lot more patience then they 
have demonstrated so far." 

Gontha argues that this perception 


| will change with the success of projects 


like RCTI. “You have pros and cons 
when the son of a à president is involved 
in a company," said Gontha. "It's hard 
for us to build a reputation." (Bamb 
Trihatmodjo is the second son of 
donesia's president.) With 30 auditors 
on the staff and an upper management 
peppered with MBAs, said Gontha, 
Bimantara will soon be viewed not as a 
product of privilege, but as a well-run 
business group. п 





tion could offer. Prime time slots of 30 
seconds, which cost US$1,600, are 
about 70% sold out, said Langlois, 
while 35% of the cheaper, less attractive 
spaces have been sold. Advertisers now 
include Coca-Cola, Suzuki and Mazda. 

Advertising executives. said that 
while the initial response was good, 
RTCT's indexed cost of 1,149 per 1,000 
contacts was considerably higher than 
comparable stations in Singapore (285 
p 1,000), Hongkong (182) and Thai- 

and (100). 

"We assume that after the initial rush 
the booking curve will flatten out,’ 
one senior Jakarta agency executive 
they are successful in selling their time, 
it will account for roughly half of all ad- 
vertising expenditure in the country.” 
Even if 10% of the roughly 2 million 
households in Jakarta were to buy the 
decoders, he said, “it still doesn't make 
sense economically for most consumer 
goods advertisers.” 

Bimantara’s Gontha says he is not 
worried that advertisers will stick to less 
expensive vehicles. “Companies like 
Nestle and Coca-Cola will just increase 
their advertising budgets for In- 
donesia,” he said. “Once we get a 
couple on board, the rest will follow.” 

He also denies what some RCTI 
watchers suspect — that unless the ven- 
ture makes a quick return, Bimantara 
and its partners will sell their franchise 
back to Yayasan Televisi. "We are in 


this for the long haul," he said, adding 
that RCTI had joined 23 other potential 
licensees in line for the right to broad- 
cast to Sürabaya, Medan and other 
~ Jonathan Friedland 


urban centres. 














“ECONOMIES 


Who’s in charge here? 


Economic policymakers flounder in democratic new South Korea 


By Mark Clifford in Seoul 


Kee Inc. is dying, buried by its suc- 
cess. South Korea is in transition 
from an authoritarian growth economy, 
fuelled by cheap labour, to one with 
higher social spending and louder voices 
for labour, business and competing poli- 
tical views. The high-rolling gambles on 
the economy taken by the military 
strongmen who led the country for the 
past 25 years are giving way to the more 
timid games played by technocrats and 
bureaucrats. This much is clear. 

Everything else is in a state of flux. 
South Koreans have formed a consen- 

about what should not be done in a 

nocratic economy. That was dramat- 
у demonstrated earlier this month 
during a series of televised legislative 
hearings on political pressure on 
businesses during the government of 
former president Chun Doo Hwan. But 
there is little agreement about how eco- 
nomic policies are supposed to be ham- 
mered out in the new South Korea. 

There is a yawning vacuum in eco- 
nomic policymaking. President Roh 
Tae Woo has throttled the role of the 
presidential Blue House in his attempt 
to curb the authoritarian power of the 
presidency. The result has been à sense 
of disorientation and drift in an econ- 
omy that has always been strongly di- 
rected from the centre. Ministries are 
battling among themselves to a degree 
not seen previously on trade policy, in- 
flation, social spending, agriculture, la- 
bour and a host of other issues. 

The central unstated issue is how 
mnch South Korea should veer from its 

iere, centralised, high-growth policies. 
опа the smoke are two simple ques- 
tions: can South Korea risk abandoning 
a system that has given it the world's 
highest growth rate in the past quarter 
century? Can it afford not to? 

*The economy has grown at 12% a 
year," says Park Seung, chief presiden- 
tial secretary for economic affairs. "Ex- 
pectations have expanded more than 
20% a year. I am talking about the un- 
controlled expansion of wants and ex- 
pectations." 

The three opposition parties which 
together hold a majority in the National 
Assembly are eager to oppose govern- 
ment policies but sluggish to come up 
with alternative programmes of their 
own. Out in the real economy, labour 
and business are thrashing it out on à 
playing field with invisible boundaries. 
Throughout the whole economy there is 
a sense that the old goalposts have been 
moved. Where the new goals will be set 
up and who will referee the game is still 

uncertain. 














“In [former president Chun's admin- 
istration] a few elites set the priorities, 
drew up plans and presented them to 
the president," says Suh Sang Mok, a 
legislator for the ruling Democratic Jus- 
tice Party (DJP) and former vice-presi- 
dent at the powerful Korea Develop- 
ment Institute (KDI). “If we got ap- 
proval we went ahead. The [ruling] 
party played a passive role. There were 
a lot of complaints from the party, espe- 
cially about the price stabilisation role, 
but the president just ignored them. 
Now it will be different. Many things 
will be initiated from the street. De- 
тапа for [higher welfare spending] are 
literally exploding. It will be very dif- 
ficult to undertake so-called unpopular 
programmes." 

Although businessmen say they want 
a more democratic business climate, 


| Federation of Korean Industries {F 


| created a minor furor at the end of € 











Lucky-Goldstar group and head of the 
im 
the lobby group for big busine 





| tober when he said that the ЕКІ would 


| not donate funds to political parties that 
| did not “uphold the liberal democratic 


swipe at the largest opposition party, 


| | (PPD), which is headed by Kim Dae 
i Jung. The PPD counterattacked, s 


| the PPD calmed down. 








bewildered by the intricacies of political 
lobbying. Moreover, while the forced 
donations to corrupt pet presidential 
projects. like Chun's Hhae Institute. 
have stopped, businessmen are finding 
to their chagrin that there are now four 
viable political parties asking for finan- 
cial support. Democracy, it turns out, 
is no cheaper than corrupt au- 
thoritarianism. Nor is it any easier to 
navigate the corridors of power. 

Коо Cha Kyung, chairman of the 








CREVIEW e 24 NOVEMBER 1988. - 





FERES es eh US MEER E 


| decision and fragmentation could have 
| some consequences. "We don't kno 
| which government office is responsitil 




































































stem.” The remark was seen a6 à 








ihe Party for Peace and Democracy. 


aving 
that the ЕКІ head showed no "sign ofre- 
pentance" over the way his firm had-ac- 
quired wealth and accusing him of “ar 
rogance" in choosing to "donate politi- 
cal funds to selected parties," Koo had 
to apologise not once, but twice before 











Executives and corporate fixers have 
been scurrying around since the change | 
of government earlier this year, when 
Roh took over the presidency and the 
opposition parties won control of the 
National Assembly. "No one is in thi 
days," says a Western banker. "TI 
all running around trying to figure 
who has power now and how much. 
lot of money is changing hands.” ~ 

With the old, regimented methods 
discredited, technocrats have Jost. 
momentum. Newspaper columnists: 
have vilified the Economic Planning | 
Board (EPB), the top economie. 
policymaking body, for its haug 
titude, and EPB planners, ám 
group drawn trom the ranks of top i 
versities, privately complain bit 
the country's ingratitude for û jC 
done. The result is a growing sen 
confusion. Important policies, s 
trade and agricultural reform, hàv 
ed for lack of political will. 

“All the policy measures qnd im: 
plementation may be slower than 
we used to have." says deputy Pray 
Minister and minister responsible for: 
the EPB Rha Woong Bae. "That is 105 
evitable [in] a democratic society, With 
out support from the public it is nor pos 
sible to implement programmes." Ss 

There are some areas where this in- 





































for trade issues," complains an execu- 
tive director of one of the country’s: 
largest electronics exporters. “The gov 
ernment should have one voice in deal- 
ing with trade problems." 

With the country still learning the 
rules of democracy, policymakers are 
afraid to come out with unpopular px 
tions. Two areas are shaping up as criti» 
cal tests of the new era: social spending 
and the government's attitude towards» 
corporations. ( 

А quiet, but growing. minorits 
economic policymakers worry t 
cial programmes are being overdone 
that the country is too poor Io sh 
building the social infrastructure 
ised by Roh during last var 
campaign. They fear à South М 
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version of Argentina's populist 
Peronism, where heavy government 
spending stoked inflation, capital in- 
vestment stalled and the economy col- 
lapsed in on itself. But those with con- 
servative economic views are keeping 
uiet, especially after an incident early 
this year when a fellow of the KDI was 
attacked by manure-slinging farmers. 

Now, a debate over an increase in 
the government purchase price for rice 
is shaping up as a major test of the gov- 
ernment's commitment to stability. The 
increase will likely be at least 14% , de- 
spite a record crop. That comes on top 
of an increase last year of 14% that was 
intended to mollify farmers before the 
presidential election. 

The EPB has vowed to keep the rice 
increase down to single digits and the 
deputy prime minister has refused to ac- 
cept the committee's recommendation, 
saying that the increase should be less 
than 10%. "If it is a double-digit in- 
crease, the stabilisation effort will be 
ruined," says a top EPB planner. On the 
other side, the three opposition parties 
sey that they will fight for a 20% in- 
crease. 

"One of the major concerns at this 
time is to control inflationary pres- 
sures," says Rha. Fortunately, the con- 
tinuing appreciation of the South Ko- 
rean won, which has totalled 12% so far 
this year after a 9% increase in 1987, 
gives policymakers more room for man- 
oeuvre. Without domestic cost-push in- 
flation, from higher wage costs and ris- 
ing farm prices, Rha says South Korea 
could keep inflation near zero. But the 
domestic pressures will put it closer to 
5% a year, says the nation's chief 
economic policymaker. "You may be 
able to maintain а zero inflation rate by 
sacrificing the needs of farmers and 
workers, but it is politically unsustaina- 
ble." said Rha. “We can't go back to the 
system we had in the past.” 

Unfortunately for government plan- 
ners, they cannot count on а conserva- 
tive ruling party to hold the line. Roh's 
DJP is too concerned with distancing it- 
self from the Chun administration to 
risk unpopular stands. “Ifa government 
official or even ап independent 
academic says that farmers should re- 
ceive less of an increase in the rice pur- 
chase price than last year, it's political 
dynamite," says Kee Woo Sik, presi- 
dent of the Lucky Economic Research 
Institute. "But in an opposition-domi- 
nated National Assembly, once you lose 
fiscal discipline there is a point of no re- 
turn." 

Moderates worry that unless the 
widening gap between the haves and the 
have-nots is narrowed through aggres- 
sive social policies, the political radicals 
will seize economic issues to develop 
class-based politics. So Roh's advisers 
and his DJP are trying to outflank the 
opposition by proposing a heavy pack- 
age of social spending and rapid in- 
creases in the minimum wage and heavy 











tax increases for the wealthy. It may be 
good politics, but it is not necessarily 
good policy. 

"At the beginning of the Fifth Re- 
public the economy was a national dis- 
aster," says an economist who has 
worked in the EPB, the Blue House and 
the KDI. "We had a consensus on the 
economy, a consensus that price stabili- 
sation was the top priority. Now the 
economy is strong and people are con- 
cerned with redistribution, with demo- 
cracy. Everybody wants to own а car 
and own a house." 

The pressure for income redistribu- 
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them," the founder of the Hyundai 
Group, Chung Ju Yung, said recently in 
à statement typical of businessmen, 
academics and even government offi- 
cials these days. Chung went on to criti- 
cise government control of private busi- 
ness during Chun's adminstration. 
"They propagated slogans for ‘private 
initiative,” but they actually tightened 
control over private business,” he said. 
“Their behaviour was imprudent and 
reckless.” 

But what will the government do to 
help workers and companies in trou- 
bled industries and to encourage the 
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tion is likely to remain strong, some- 
thing policymakers will not ignore. 
"People are more concerned about how 
their neighbour is living compared to 
them than they are in how they are actu- 
ally living," says the Blue House's Park 
Seung. "We are trying to make income 
distribution more equal." 


W hile consumer-price inflation, led 
by agricultural products, is likely 
to hit 776 this year, a desire to keep the 
good times rolling seems more impor- 
tant than price stability for most South 
Koreans. And with Roh committed to a 
popular referendum on his performance 
early next year, there is little likelihood 
of economic stabilisation measures that 
have any bite before then. There was a 
flurry of activity when measures to curb 
real estate speculation were announced 
at the end of July, but with the stock- 
market booming and the current-ac- 
count surplus swelling, there is little 
sense of urgency about inflation among 
the general public. 

The gospel in Seoul is that demo- 
cracy means freedom for businesses to 
make more decisions autonomously, for 
banks to make credit decisions indepen- 
dent of the government, and for labour 
to push for higher wages. What positive 
role does that leave for the state? 

"The government is required to 
allow banks to do their jobs by them- 
selves and give a free hand to private 
businesses, ending its tight control over 


technologically intensive industries of 
tomorrow? 

"We do not intend to indemnify in- 
dustries," says Kim Choong Soo, a fel- 
low at KDI who worked on the presi- 
dential commission for economic re- 
structuring, which recently drew a 
blueprint for the country's economic fu- 
ture. "Poorly performing firms should 
go bankrupt... The government should 
support persons displaced from dec 
ing industries, [but not the indust 
themselves]." But the unwillingness vi 
South Korean policymakers to confront 
the tough choice of bankruptcy is indi- 
cative of their hesitancy about how 
far to carry the experiment in a free-en- 
terprise economy. 

The saga of two of the country's 
largest shipbuilding companies illus- 
trates the public fear of private failure. 
Korea Shipbuilding and Engineering 
Corp. (KSEC) ran aground when six 
US$28 million vessels it built turned out 
to be faulty, and the government has 
been working on a rescue package since 
early 1987. South Korea io too much 
shipbuilding capacity, and industry 
executives and government officials 
grudgingly admit the industry must be 
cut back. KSEC is an obvious target. 

Moreover, the company is located 
on valuable real estate on the edge of 
the Pusan harbour. The economically 
rational course would be to shut down 
the shipyard and develop the site, 
probably as a combination cargo con- 
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tainer terminal and office complex. 
. But KSEC is a big employer, with 
_ 250,000 workers, subcontractors and 
. their families dependent on the yard for 
; jobs. Earlier this year, a petition signed 
| by 120,000 of those people was for- 
| 
| 





warded to the National Assembly, re- 
minding legislators that the people of 
Pusan would hold them accountable if 
those jobs were lost. Pusan is also oppo- 
sition political leader Kim Young Sam's 
home territory. 

So it appears the solution will follow 
the classic pattern of Korea Inc. Jinro, a 
liquor distiller, is said to be the leading 
candidate to take over KSEC. While the 
company has no experience in ship- 
building, it is big and can provide jobs 
for most KSEC employees somewhere 
on its payroll. Maybe it will even make a 
bit of money out of shipbuilding some- 
day. Meanwhile, the Bank of Seoul 
pumps an estimated Won 5 billion 
(US$7.25 million) a month into KSEC 

keep it afloat. 

Daewoo Shipbuilding is an even 
more troubling case. Although it is on 
the edge of insolvency, the government 
seems unwilling to embrace a radical 
solution for the ailing shipbuilder 
(REVIEW, 10 Nov.). Government offi- 
cials are leaning towards a solution 
which will keep the company going, at 


































Imost nothing matters more for the 

future of South Korea’s economy 
than financial reform, yet it is hard not 
to stifle a cynical yawn on hearing — yet 
again — that the country’s antiquated 
banking system is due for an overhaul. 
But this time, promise officials, things 
will be different. 

Deputy Prime Minister and chief 
„nomic policymaker Rha Woong Bae 
underlined the policy direction. “We 
have to operate this [sector] 
more on the basis of market 
mechanisms,” he said, adding 
that there will be “very sub- 
stantial progress” on financial 
reform. 

Rha says that interest rates 
on loans and some deposits 
will be liberalised this year; in- 
terest rates on other deposits 
will be completely liberalised 
next year, and that the Bank 
of Korea will soon begin using 
traditional monetary policies, 
rather than forced bond sales, 
to control the money supply. 

There are three key issues 
for financial reform: interest- 
rate liberalisation; more au- 
tonomy for banks and other fi- 
nancial institutions, and inter- 
nationalisation of South Ko- 
rean capital markets. But be- 
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Banking reform — again 


Antiquated financial system ripe for change 
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least for a while, rather than shutting it 


| 
down. | 

Propping up unhealthy companies | 
while keeping interest rates high for | 
healthy ones has rival executives fum- | 
ing. “If they have the funds, let them use | 
them," says a financial executive for | 
another conglomerate. "If not, le them | 
go bankrupt. It’s a matter for the 
Daewoo group, not the national econ- 
omy." 


S the government try to pick 
inners and losers? No, say the eco- 
nomic liberals. Banks' loan portfolios | 
are littered with the bad loans left over | 
from trying to pick winners. Shipping, | 
heavy chemical industries and defence | 
production have all been mistakes that | 
stemmed from government interven- | 
tion. | 

Yes, say the activists in the Ministry | 
of Trade and Industry (MTI). Because 
South Korea is still ata vulnerable stage | 
of development, the government must | 
support emerging industries. The MTT's | 
chief policymaker, director-general Park | 
Un Suh, recommends that trade sur- | 
pluses be channelled into industrial | 
development. The surpluses could fund | 
both imported capital goods and re- 
search and development. Park would | 
like to remove tariffs on capital equip- | 


led, changing one part of the financial 
system threatens to whiplash businesses 
and financial institutions as they adjust 
to volatile interest rates or large inflows | 
of foreign capital. | 
Deregulation of interest rates on | 
loans, which were about to begin, have | 
been postponed a month. But the plan, | 
| 

t 


cause the economy is so tightly control- | 
| 


anyway, is deregulation of а peculiar 
sort. Business groups have protested 


SEOUL SOAKS UP LIQUIDITY 


| (Won trition} Balance of monetary stabilisation bonds in issue 


Source; Bank of Korda: 


| push for economic democracy will tor- 


| ful economy, which Roh promises will 
| economic policymaking is becoming 


| game have yet to be set, growth. is Hkely 
| to be slower. 


| clear numbers that are announe 


| sense of uneasiness. I say this is demos 





| counts, and savings and time deposits ==. 


| (MSBs). The MSBs. which had grown: 
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ment for semiconductors, computers. 
communications, aerospace technol- 
ogy, biotechology. new materials and 
robotics. He also wants firms to get pre- 
ferential bank credit. 

Ministry of Finance officials say that 
the notion of industrial targeting runs 
against the goal of developing a market- 
oriented economy. And even Park 
agrees that the government must 
careful not to explicity target specifici 
dustries for fear that its trading partners 
will accuse it of unfair trade practices, 

It would be rash to predict that the 













pedo the country’s increasingly power - | 


be the world's 15th largest by the time" T 
he leaves office in 1993. But because 


more public and more openly polite < 
cised, and because the rules of the new 


"Democracy is by its very nature ипе 
certain,” says KDI president Koo Bohn. 
Ho. “Koreans are usually used to vers 






an 
that. 
i i 





carried through. Many people 
the economy is drifting and ther 





cracy. Inflation may be a little higher. 


Butit's not the end of the world 








at the proposed deregulation, and 
policymakers are at pains to reassure 
them about interest rates. "They don't 
have to worry about higher interest 
rates," Rha said. | 
Monetary authorities abruptly stop. 
ped targeting money growth at the end 
of September; instead, they are now 
targeting interest rates. They scrappes 
this year's growth target of 18% for M 
notes in circulation, current ace 




























es 


and halted the forced sale to institutions | 
of monetary stabilisation bonds 


30-fold from the beginning of 1986 
equal a third of the total M2 - 
supply, have been the chi 
tool of monetary control. B 
cause of the huge current-ac: 
count surplus, which is tun: 
ning in excess of US$1 billion | 
a month, the effect of stopping. | 
MSB sales is to increase he | 

| 





liquidity of the financial sys- 
tem. 

“We will not mind too 
much about the rate of in 
crease in money supply, what- 
ever it is," said Park Seung. 
the presidents senior segrel- 
ary for economic affairs. “We 
are going to induce the it 
terest rate to come down." In: 
terest rates have fallen, with. 
the bellwether MSBs easing 
from 16,995 in late September 
to 14.4%. E 

South Korea's seven lead- | 












































































ing commercial banks formed a cartel, 
at the government's urging, to ensure 
that interest rates do not push up after 
deregulation. The banks agreed to fix 
the initial prime rate at 11% with lesser- 
quality borrowers paying up to 1376. 
Since such an arrangement amounts to 
| price-fixing, which nominally is illegal, 
one of the banks is expected to take the 
lead in setting the prime rate and the 
others are expected to follow. 
Fortunately, South Korea has eco- 
nomic fundamentals on its side. Savings 
have exceeded investment since 1986. 
Last year, the domestic-savings rate was 


|. 37% compared with the investment rate 


of 31%, while the current-account 
. surplus was almost US$10 billion. "A 
{тее market would not lead to higher in- 
terest rates," says Park. "We need to in- 
crease the supply of money. We are at- 
tempting to lead the interest rate to 
single digits as fast as possible." The 
government is also considering scrap- 


focusing on broader monetary aggre- 
gates. 
On 2 November, the government an- 


Mouth Korea is worried about its 
ыў poor, for as the country grows weal- 
hier, the gulf between the haves and 
he have-nots is widening. The result is 
most unanimous agreement that more 
ust be spent on those workers and 
armers left behind by 
development. And 
pend the government 
will, to the tune of Won 
- 15 trillion (US$21.74 bil- 
ion) over the next five 














“ping the M2 target altogether and | 














ducts such as corporate debentures and 
certificates of deposits. The change 
should mainly benefit the short-term fi- 
nance companies and securities houses, 
which will be able to offer depositors 
higher interest rates. 


he internationalisation of the South 
Korean financial system is in its in- 


fancy. Earlier this vear, the government | 
allowed local securities firms to invest | 


up to US$30 million each abroad. Insur- 
ance companies were permitted to in- 
vest up to US$10 million each. "I think 
it is desirable for us to export capital in- 
stead of importing it.” Rha said. 

But domestic companies are, at least 
for now, more interested in borrowing 
abroad than investing overseas. How- 
ever, the government is unlikely to 
allow substantial capital inflows until 
the won exchange rate has stabilised 
and interest rates are close to the world 
level. That may require another 3076 
to 40% appreciation of the won and 
two or three more years, according to 





plemented in 1987, a pension scheme 
has recently started, and a skeletal med- 
ical insurance programme will be ex- 
tended to include the whole population 
by mid- 1989. 

Housing is one priority target for in- 


“nounced a draft plan to deregulate ine 
terest rates on short-term financial pro- 














rears — 40% more than 





toriginally planned. 
C "The government has 
provided a lot of support 
Хо the business sector," 
says Deputy Prime Minister Rha Woong 
Bae. Now, “the role of the government 
should be changed. The government 
should provide more support to less de- 
_ veloped groups, rural areas and poor 
sity areas." 
Те problem is one of politics, not 
umbers. Only 5.5% of the population, 
3 million people, is now classified as 
below the poverty line, compared with 
895 in 1980 and 23.4% in 1970. But 
Suh Sang Mok, an economist and legis- 
ator from the DJP who has pushed for 
more welfare spending, believes that 
10% of the population is receiving gov- 
ernment assistance and 20-30% should 
be considered poor. 
South Korea plans to spend money 

on infrastructure — such as housing and 


ga social welfare system. The coun- 
y's minimum wage law was finally im- 


WE 





rüral industrial estates — and on build- | 


creased spending identified by the re- 
vised five-year economic plan released 
this summer. The government aims to 
build 2 million homes by 1992, two- 
thirds more than the 1.2 million built in 
the five vears ending 1987. Housing for 
the poor is a special priority, and the au- 
thorities say they will build 600,000 
homes for rent to low-income earners 
over the next five years, compared with 
129,000 during the past five years. 

The problem of rural poverty still 
vexes policymakers, who claim that av- 
erage rural family incomes will double 
to Won 13 million from 1987 to 1993. 
An ambitious plan to set up 350 rural in- 
dustrial estates to provide sources of 
off-farm income forms the centrepiece 
of the programme. The government 

lans to build industrial estates, primar- 
ily along the west coast, including sites 
in Inchon, Kunsan, and Mokpo. 
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non-government economic estimates. 

Minister of Finance Sakong Il told 
the International Monetary Fund (IMF) 
meeting in Berlin last month that South 
Korea would apply for membership as 
an IMF article 8 nation, which would 
commit it to liberalising current-ac- 


| count flows. No timetable has been set. 


The government has, however, prom- 
ised it will announce a more rapid 
liberalisation of the capital market be- 
fore the year-end. 

“I think the pace of reform will be ac- 
celerated," says Koo Bohn Ho, presi- 
dent of the Korea Development Insti- 
tute, who chairs the Ministry of Fi- 
nance's financial industry development 
committee, which has been trying to re- 
form the financial sector since it was 
formed six years ago. Changes in the in- 
terest-rate policy, the development of a 
money market and capital market re- 
forms will all be announced within 
six months, he said. But will the 
changes be enough to satisfy criti 
“They will be happier — how much hi.,. 
pier, I don't know,” Koo said. 

— Mark Clifford 





The social problem posed by South 
Korea’s farmers makes its policymakers 
skittish about trade liberalisation. Rha 
said he thought it unlikely that South 
Korea would be able to devise solutions 
to satisfy US demands for a more open 
market because of social and political 
restraints. "All the policy measures and 
policy implementation may be slower 
than we used to have," he said. 

But кшш a social welfare system 

rom scratch is no easy 
task — and channelling 
the increased spending 
to the poor is a problem. 
"We do not have well- 
organised government 
agencies," says Г 
legislator Suh. "We hi 
no welfare offices. wes 
want to set up a govern- 
ment welfare delivery 
system, because at the moment it 15 
being run by bureaucrats who know no- 
thing about social welfare." 

Some economists question where the 
money for the programmes will be 
found. The government is raising tax al- 
lowances for low-income earners to 
lighten their fiscal burden. And it is try- 
ing to step up taxation of the rich by 
phasing in real name accounts for stock 
and real-estate transactions. 

The president's chief secretary for 
economic affairs, Park Seung, believes 
the reforms will raise marginal tax rates 
for the wealthy from the 20% currently 
paid to more than 6076 . But many coun- 
tries have found that heavier taxes on 
the rich do not widen the revenue base 
as much as expected. Maybe. South 
Korea, which prides itself on. being 
unique, will find that its rich are indeed 
different. — M.C, 
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THE FUTURE ..... Well be there! 


IMAGINATION AND INGENUITY — 
FREE TO SOAR 


We're not just a steel company any more 
NIPPON STEEL is taking off in new directions 
to meet the needs of a changing world. 
Building on our strong foundation of research 
ability, human resources. market knowhow, 
and the wealth of experience we have 
developed in designing. building, and operat- 
ing our major steel facilities, we are currently 
advancing into new areas of promising and 
expanding enterprises and technologies 
Steelmaking andteel-related engineering and 
construction will remain our mainstay, butyou 
will see us as a full-range supplier of industrial 
materials, and a corporation involved in 
"A ha wide spectrum of new businesses, including 
4 ©. such fields às electronic equipment, informa 
y » Jion processing. and telecommunications 
We are the new NIPPON STEEL — and we 
‚ plan to be part of your future — whatever your 
requirements are and wherever you may be 


NIPPON STEEL 


The resourceful company! 








San Francisco's stunning skyline from Victor's restaurant at the St. Francis 


Westin Hotels in Asia: 

Hong Kong: Kowloon Shangri-La • Manila: The Westin Philippine Plaza « 
Singapore: The Westin Stamford & The Westin Plaza • 

Seoul: The Westin Chosun + Pusan: The Westin Chosun Beach + 

Other Westin Hotels in the USA, Canada and Mex 


For reservations, call the Westin Hotel in your city or your travel consultant 
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taying Westin USA. 


The St. Francis, San Francisco. The Century Plaza, 
Los Angeles. The Plaza, New York. Names recognised around the 
world for their exceptional standards of style and service. These and 36 other delux 
hotels across the USA and Canada are one-of-a-kind hotels with one thine 

in common. They all share Westin’s uncompromising commitment 

to meeting the needs of today's most discriminating business traveller 
The more you travel to North America the more you will 
appreciate the advantages of staying Westin 


THE PEOPLE AND PLACES OF WESTIN 


| 
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Some things shouldn't be left to chance. 


Selecting international asset managers, for example. Only a few are seasoned 
professionals, committed to conservative yet innovative investment prin- 
ciples. With the experience to meet the requirements of the multimarket in- 
vestor in today's turbulent environment. 

If your investment goal is long-term capital preservation and enhancement, 
consider Bank Julius Baer, one of Switzerland's leading private banks. We have 
served private and institutional investors for over 40 years. 

Bank Julius Baer. Some things shouldn't be left to chance. 


JBeB 
BANK JULIUS BAER 


For the Fine Art of Swiss Banking 





Zurich, Bahnhofstrasse 36, 8010 Zurich - Hong Kong, 2115/6 Connaught Centre, 1 Connaught Place, Hong Kong 
London : New York - Geneva - San Francisco - Mexico City - Tokyo 








The private face of capitalism 


€ LEVERAGED buy-outs are the 
name of the game on Wall Street these 
days. In Hongkong, the equivalent is 
the delisting of companies by their con- 
trolling shareholders. Green Island Ce- 
ment, Bond Corp. International Ltd 
(BCIL), Li & Fung, and Hongkong & 
Shanghai Hotels are currently subject to 
take-out offers. 

Different reasons apply for each 
privatisation. But a common thread 
running through at least three of them is 
a patent lack of generosity to minority 
shareholders. In Hotels’ case, this is 
freely admitted. The controlling 
Kadoorie family do not want to 
privatise Hotels. But a takeover gambit 

Regal Hotels’ Y. S. Lo forced the 

loories into a defensive offer. 

Sadly, Lo's hasty retreat denied him 
the leverage to extract a better offer 
from the Kadoories. That hardly com- 
mends him as a man who can play high 
stakes in the big league. Ironically, 
though, the Kadoories’ parsimonious 
offer is one that shareholders should ac- 
cept. Hotels’ stock is unlikely to sustain 
its offer price. 

@ WHILE the Kadoories have stress- 
ed Hotels’ future value, BCIL and 
Green Island have taken a contrary 
tack. The difference is that their con- 
trolling shareholders want the offers 
to succeed. But BCIL's Alan Bond 
and Li Ka-shing. whose Cheung 
Kong Holdings is bidding for Green 
Island, have reputations of giving lit- 
tle away. Their latest offers are no 
exception. 

Green Island's share price has 
more than doubled this year and earn- 
` have forged ahead. But the HK$20 

192.56) offer for Green Island 
shares looks to be based on alow mul- 
tipleofsixtoeight times 1989 earnings. 

Surprisingly. Li appears to be 
treating the Peking-owned Bank of 
China (BoC) with his usual miserli- 
ness. BoC subsidiary Brummen owns 
17.6% of Green Island. That may be 
deceptive, however. Li now has 50% 
of Green Island, making his offer un- 
conditional and removing the need 
for disclosure of Brummen's accep- 
tance. 

Privatisation would open the way 
to a separate deal with Brummen, as- 
suming that BoC wants to sell its 
Green Island shares. The problemisa 
HKS20 offer means Brummen would 
make only a small profit on the 
HK$17.50 cost of its Green Island 
shares (after heavy losses in China 
Cement, now merged with Green Is- 
land). Brummen could refuse Li's offer 
to privatise Green Island at this give- 
away price, and try to sell its shares later 
on better terms. 
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It would be interesting if the other 
32% of shareholders fought for a decent 
offer. But Green Island's share register 
is small, and institutional shareholders 
are not fighters. With a 100% gain in 
Green Island's share price this year, the 
institutions will doubtless accept Li's 
offer and run. 

Ф FOR its part, Bond's HK$2.20 offer 
is pitched at a 30% discount to BCIL's 
net asset value (NAV) which exceeds 
HK$3 а share. BCIL says that 
minorities have received a 45% rate of 
return in two years on BCIL stock. But 
that assumes minorities got stock in 
BCIL's initial offer, which was 67 times 
oversubscribed. 

Shareholders who bought stock in 
BCIL’s first week of trading in January 
last year, when the share price soared 
beyond HKSS (before a 5-for-2 rights 
issue) — in part based on misleading 
claims by Bond that BCIL's NAV was 
HK$2.60 and not HK$1.10 — have suf- 
fered heavy losses. Ironically, Bond will 
now downplay BCIL's NAV to pretend 
that the offer is fair to shareholders. 

The reality is that only Bond and 
shareholders of the parent company in 
Australia have profited out of Hong- 
kong. And that they have done in a big 


BOND'S ROUTE TO RETREAT 


Note: Jan.-Apr. 1987 adjusted for five-for-two rights issue. 
Source: Review Data. 


way. Bond's property deals have been 
superbly timed. He could even extricate 
himself from his 30%  sharehold- 
ing in TV broadcaster HK-TVB at a 
profit. Bond needs funds to pursue his 
ambitions in Britain. So from his point 
of view, it makes sense to privatise 
Hongkong assets at a bargain discount 
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Christopher Marchand |- 





to NAV before selling them at a pre- 
mium. 

Clumsy public relations, a huge debt 
load, refusal to disclose details of com- 
pleted deals, investor conservatism, and 
perceptions that Bond skims the cream 
trom his deals for his private companies 
doomed his imaginative strategy of 
using a highly leveraged, listed vehicle 
to earn trading profits. 

@ MARKETS being markets, one 
cannot in principle blame Li and Bond 
for enriching themselves at their 
minorities’ expense. However, the 
question of fair treatment for minority 
shareholders has become the most ur- 
gent issue relating to investor protection 
in Hongkong. 

New stock exchange chief executive 
Francis Yuen has quickly grasped the 
point. Citing inadequate disclosure, the 
exchange has delayed a number of 
rights issues and flotations. It is to be 
hoped that when Robert Owen, who be- 
comes Hongkong's Securities Commis- 
sioner on 22 November, can tear him- 
self away from his desire to burst into 
business premises without a warrant, he 
too will consider this issue. 

Laws to create a radical improve- 
ment in shareholder disclosure are ur- 
gently needed. The question of how 
merchant banks advise minorities on 
deals also needs looking at. Can In- 
dosuez Asia really offer impartial ad- 
vice to BCIL minorities when its par- 
ent, Banque Indosuez, has lent so 
heavily to the Bond group? And can 
Sun Hung Kai International offer 
disinterested advice to Green Island 
minorities if Li still owns a stake in 
holding company, Sun Hung Kai & 
Co.? 

€ BRIAN POWERS ' departure as 
Jardine group taipan, owing to his 
wife's ill-health, is more of a personal 
than a corporate blow. A legal settle- 
ment arising from his aborted at- 
tempt to buy 2096 of Wall Street sec- 
urities firm Bear, Stearns has still to 
be negotiated. Powers' so-called 
masterpiece — the creation of Jar- 
dine Strategic Holdings (JSH) – 
also needs restructuring to serve its 
declared aim of funding group ac- 
quisitions. 

JSH shares’ huge discount to 
NAV hardly makes a rights issue 
practical. So JSH might have to un- 
scramble Powers' omelette by issu- 
ing its shares to Hongkong Land in 
order to gain access to the ungeared 
blue-chip property group's cash. Cer- 
tainly, new taipan and former Land 
managing director Nigel Rich is closer 
to Jardine traditions than Powers, who 
appeared uncomprehending of Jardine 
Matheson's mystique 
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End of a family yarn 


Feud forces break-up of Indian textile giant 


By Lincoln Kaye in Bombay 
Tk history of feuding and indecision 
culminating in the three-way break- 
up of Delhi Cloth Mills (DCM) — one 
of the country’s oldest, largest and most 
diversified conglomerates — presents a 
cautionary tale for anyone doing busi- 
ness with India’s sclerotic, old private 
business empires, 

The founding Shriram family has al- 
ways jealously guarded its holding in the 
company. To avoid too much dilution of 
the family’s stake, DCM financed its 
rapid expansion in the 1960s and 1970s 

“using current revenues, rather than 
seeking an equity transfusion. Ironi- 
cally, by the early 19805, this policy had 
made the company asset rich but cash 
poor — a ready target for the takeover 
bid launched in 1983 by non-resident In- 
dian tycoon Swaraj Paul. An abrupt 
downturn in Paul's political fortunes, 
rather than anything else, scuppered 
that bid. 

But the cash flow problems got pro- 
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gressively worse, and despite its Rs 6.3 
billion (US$381.8 million) turnover, 
DCM is foundering under debt. Interest 


payments alone amount to more than | 
Rs 200 million. Debt-to-equity conver- | 


sions have left government-controlled 
financial institutions holding 42% of 
DCM's stock — more than the three 
rival Shriram family factions com- 
bined. 

Nevertheless, even the institutions 
could not persuade the three Shriram 
heirs on DCM's board to settle their dif- 
ferences and concentrate on rescuing 
the firm. Internecine feuding stymied 
the sale of one of DCM's plum assets, a 
Rs 1.4 billion factory complex in Kota, 
Rajasthan, that churns out plastics, syn- 
thetic fibres, fertilisers and cement. 

Nor has the company realised its 
other main asset — 25.5 ha of central 
Delhi, the site of its obsolete textile mill 
— because of dithering by city zoning 
administrators and protracted sever- 






A computer vision 


Canon produces a powerful new optical-disk drive 


By Bob Johnstone in Tokyo 


hen Steven Jobs, the computer 
whizzkid who co-founded Apple 
Computer Corp. 11 years ago unveiled 
his new computer, NeXT, in San Fran- 
cisco last month, it was hailed as "a 


| milestone machine." 


The NeXT machine had brought 


1990s' computing to the present, or at | 


least that was the message Jobs wanted 
“conveyed. In fact, it features only one 


_ | true innovation — an erasable optical- 


|. disk drive made by the Japanese com- 


pláces floppy-disk and hard-disk drives, 

the primary memory-storage devices 

used in computers. 

Over the past seven years, Canon has 
invested ¥10 billion (US$81.4 million) 


d developing optical computer disks and 


the capacity to manufacture them. But 
this investment could be jeopardised if 


| the NeXT machine fails to take off. 


Optical disks' great attraction is their 


||. vast storage capacity. Information can 


„һе packed at least 10-times tighter by 
means than by magnetic 
methods used on the current generation 


| Of computer floppy and hard disks. 


The NeXT machine comes with an 
Optical disk containing Webster's New 


pany, Canon. The optical-disk drive re- | 





Collegiate Dictionary, the Oxford Dic- 
tionary of Quotations and the Complete 
Works of Shakespeare. Together, these 


works probably take up less than 5% of | 


the disk's space. The disk can store 
100,000 pages of text; it can also hold 
high-fidelity pictures and music. 
Because it is axiomatic in the compu- 
ter business that a machine can never 
have too much memory, optical disks 
have been the focus of a lot of research, 


stretching over 15 years. Development | 


has had three distinct phases. 

First came disks which could only be 
played back. Such disks were an out- 
growth of digital-audio technology and 
are sold in the familiar form of audio 
compact discs. CD-ROMs (compact 
dises — read-only memories), as these 
are known, are now coming into wide- 
spread use for the electronic publishing 
of large books, such as encyclopaedias 
and directories. 

Next came disks that could be re- 
corded on, but only once. These so-call- 
ed write-once, read-many — WORM — 
disks have found a niche in applications 
which require the storage of huge vol- 
umes of data, such as government pa- 
tent offices. 














ance pay negotiations with millhands' 
unions, 

As management attention wan- 
dered, joint ventures with Toyota and 
Honda have suffered, as have promising 
new operations, such as a computer sub- 
sidiary. Plans to go into television pro- 
duction with NEC of Japan have been 
shelved. 

With the company slowly sinking, 
chairman Bansi Dhar (one of the three 
Shriram cousins on the board) urged 
selling the company's stakes in its 
Toyota joint venture and a synthetic 
fibre subsidiary. But still-raw memories 
of the close shave with Paul scotched the 
proposal. The thought of the sub- 
sidiaries’ holdings in the parent falling 
into hostile hands frightened the other 
two Shriram factions. 


D» proposal was an 11th hour re- 
treat from a plan to sell the Kota com- 
plex. which was looking more prof 
ble. The return of good monsoon ra 
after four consecutive drought years, 
has boosted demand for such Kota pro- 
ducts as fertiliser, fibre and plastics. 
But markets could easily soften once 
more, and Dhar — to whom the Kota 
plant falls in the division of DCM's 
spoils — may put the complex on the 
block again. If so, he will find no short- 





For conventional computer use, 
however, it is essential to be able to 
erase as well as store information. Of 
the several possible ways of doing this 
on optical disks, the method which has 
emerged as the winner is magneto-opti- 
cal (МО) recording. The reason for its 
popularity is that the method does not 
change the physical properties of the 
disk, as does WORM technology, thus 
the disk can be repeatedly recorded on 
and erased. 

Although MO disks are the late: 
computer storage, the principle 
which they are based has been known 
for more than a century. Discovered by 
the Scottish physicist John Kerr, the 
Kerr effect says that a magnetised sur- 
face will twist a light beam reflected off 
it through a small angle in the opposite 
direction to the polarity of the magnetic 
surface, 

To record data on an MO disk, a 
powerful semiconductor laser heats a 
tiny — one millionth of a metre — spot 
to make it susceptible to the magnetic 
field produced by a small coil. By swap- 
ping the polarity of the coil's field, digi- 
tal ones and zeroes can be alternately 
recorded. 

‚ The spots can then be read by turn- 
ing down the laser's power and using 
sensors to detect the Kerr effect. To 
erase the data, the spots are simply re- 
heated by the laser, and the spot can 
then be overwritten. 

The pioneer in all three phases of op- 
tical disks has been Sony, which de- 
veloped the audio compact dise with the 
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chip suitors the Kota complex attracted 
in recent months: Tatas, Oswals, Birlas, 
Goenkas and Chhabrias, as well as in- 
quiries from as far afield as Japan. 

The chairman wound up with the 
most saleable of DCM's assets, but his 
cousin Siddarth Shriram got the com- 
pany's cash cows: the liquified mar- 
garine division (Vanaspati), a profitable 
sugar mill, a refrigeration company and 
the Honda joint venture. 

The most speculative of the three 
slices goes to Vinay Bharatram, the 
third ofthe boardroom cousins. In addi- 
поп to the data products division and a 
. foundry. unit, he gets the Delhi textile 
_ mill. Its site could be worth Rs 2-5 bil- 
lion, according to property market 
sources, if it clears the legal hurdles. 

DCM has won backing to close the 
mill from most of the plants' unions by 
offering its 6,000 workers nearly Rs 700 

"ion in lay-off benefits. However, the 
v'worries the bureaucrats, who fear 
it could trigger a mass exodus of the 
bankrupt and obsolete mills that domi- 
nate the industrial heartlands of such 
cities as Bombay and Ahmedabad. And 
that, in turn, would drastically alter not 
only the labour and property markets, 
but also electoral politics in key states 
(REVIEW, 14 Jan.). п 
























|. Dutch firm Philips. In 1984, Sony 
*L installed the world's first commercial 
WORM system at KDD, Japan's inter- 
national telecommunications mono- 
poly. 
Earlier this year, Sony was also first 
to announce a commercial MO disk- 
drive system (drive systems are the elec- 
tronic and mechanical controls for read- 
ing, writing and erasing disks). The 
| company thus seemed the most likely 
. choice to provide the drive for the 
^T machine, and indeed it was 
1 Чу rumoured in the industry that 
‘Sony had been picked as NeXT's 
supplier. 





үү hy, then, did Jobs plump for 
| Canon, a company with no previous 
track record in the optical-disk field? 
The answer is that, because Canon was 
coming from behind, the company's re- 
searchers had to produce something 
better than the rest. 
A snag with MO technology is the re- 
strictions imposed by the power of exist- 
ing semiconductor lasers and the sen- 


for optical disks (typically an alloy of 
cobalt, iron and the rare earth, ter- 
bium). A medium which writes easily 
at a relatively low laser temperature is 
difficult to read, while a medium which 
is easy to read takes a relatively long 
. time to write at higher temperatures. 
In the resultant trade-off, performance 
suffers — the disk rotates slower, which 
1 in turn slows the rate at which data 
“| can be transferred between the com- 








sitivity of the recording medium used | 


ib of takers, judging from the aa INVESTMENT 


Japan opens its coffers 


Malaysia set to tap Tokyo’s Asean fund 











By Nick Seaward in Kuala Lumpur 
alaysia looks set to be the first 
Asean nation to benefit from the 
development-oriented loans that form 
the backbone of Japan's aid offensive in 
Asean. Loans of some M$890 million 
(058332 million) from the US$2 billion 
Asean-Japan Development Fund 
(AJDF), are to come on stream via four 
Kuala Lumpur-based development 
banks in December. Meanwhile, the 
equity investment arm of the AJDF, 
Japan Asean Investment Co. (JAIC), 
has already invested M$4.5 million in 
two Malaysian companies. 
Disbursement of the AJDF loans 
will start éxactly one year after the fund 
was formally launched by Japanese 
Prime Minister Noboru Takeshita at the 
Asean summit meeting in Manila. An- 
nouncing the terms at a seminar in 
Kuala Lumpur on 10 November, Fi- 
nance Minister Datuk Paduka Daim 
Zainuddin said that small- and medium- 
sized companies would be able to bor- 






puter’s processor and the disk drive. 

Canon's researchers overcame the 
snag by coupling two layers on the same 
disk: опе:еаѕу to write, the other easy to 
read. This enabled them to rotate their 
disk at 3,000 rpm (against Sony's 2.400 
rpm) and transfer data from it at 9.1 
mega bits per second (mbps). some 20% 
faster than Sony's 7.4 mbps. (A bit is the 
elementary digital zero or one.) 

Jobs stumbled on Canon's break- 
through in mid-1986, while visiting the 
company for discussions on NeXT's 
laser printer. Displaying the gift for 
grasping the potential of promising new 


| technologies that has made him famous, 





| he decided that this was the drive for the 


NeXT computer. 
What makes his choice remarkable is 
that, whereas the rest of the computer 


| industry has seen optical disks as a form 


of secondary or backup storage, Jobs 
decided that the Canon drive's extra 
speed made it suitable as primary stor- 
age. The basic NeXT machine comes 
equipped with optical storage only — it 
has no floppy- or hard-disk drives. 

"That sort of breakthrough takes 
someone like Jobs," says Takutoshi 
Fujiwara, general manager of the team 
that developed Canon's drive. “Nobody 
else would dare to do it." Together, the 
two companies embarked on what 
Fujiwara describes as “missionary 
work,” figuring that a did not try to 
convert users, then optical drives would 
not become big business. 

Although an optical drive is a good 
design choice for NeXT considering the 





row upto M320 million each afa conces 
sionary interest rate of less. айе, 25 

Loans will be granted up 
maximum of 85% of project cost wi 
priority given to new investi 
MSS million and less in тапи 
agriculture and tourism. Borrowers wi 
be given grace periods of up to fiv 
and a maximum loan term of 15 

These are rather mor 
terms than those of Mala V OW 
Investment Fund (NIF), which distri- 
buted M$1.7 million between its launch 
in September 1983 and closure in De 
cember 1987. Initially pitched at 11 
NIF loan-rates were eventually cu 
7.75% for investments in manu! 
ing, tourism, agriculture. min 
transport, with financing availat 
up to 75% of project cost over а 
maximum of five years, 

The AJDF loans will be 
through four state-owned fin 
stitutions: Bank 







































amount of information 
memory-gobbling graphics = 
machine is expected to u$ 
wonder whether such stë 
fast enough in some ар 
compete with hard-disk c 
the heads in hard-disk dri 
lighter than those used: 
cousins, they can find and 1 retrie 
five- or six- times faster, 












































sloth is offset by the NeXT iara gs 
design, which is built around the 
cal-disk drive. He says optical disks are 
more reliable than hard disks because 
their heads travel higher above the 
medium, thus are not susceptible tp 
"head crash." when the read-write head 
physically hits the medium destroying 
information or even the disk itself, : 

Jobs has reportedly said that he bet 
his fledgling company on Canon havin 
the technology ready in time. In fact, 
the drives were ready well before the 
computer. A second gamble is that 
Canon's system does not adhere to 
standards set by bodies such as the In- 
ternational Standards i 
(ISO). This may make it dil 
Canon to find other buyers. With the 
rest of the Japanese makers of computer. 








peripherals poised to pour into the mar: 
ket with standard products next усак 
„Бш 


Canon risks being left out on аир 
Canon is unperturbed. "At first, 
wanted to conform to [SO standards, 
Fujiwara recalls, “but lobstoldus notte | 
worry ~ ‘I will set the standard, he | 
said." 
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Malaysia, Bank Kemajuan Perusahaan 
. Malaysia, Bank Pertanian and Malay- 
„Sian Industrial Development Finance. 

About M$680 million will be provided 





: | by Japan's Overseas Economic Cooper- 


ation Fund (OECF) and the remainder 
will come from the Export-Import 
Bank. Loans from Exim Bank will carry 
a higher interest rate of 8.5%. 

The loans may help assuage Asean's 
growing dissatisfaction with Japan over 
its trade surplus with its six members. 
However, it is the establishment of 
JAIC, as a vehicle for direct investment 
in Asean companies, that is likely to do 
most to ease tension — especially as it 
appears geared primarily to help com- 
panies with the potential to export 
manufactured goods back to Japan. 

While the great majority of the 
AJDF's US$2 billion is to be lent, 
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JAIC's direct equity investments: will 
account for about US$400 million. At 
present, it is capitalised at about 
US$150 million in two tranches; a third 


tranche is expected by the end of next | 


vear. The company is owned 50% by the 
OECF and 50% by some 140 Japanese 
firms. 

Headed by Teiji Imahara, former 
managing director of Nomura, JAIC is 
looking for established medium-sized 
firms that can show a return on equity 


investment within JAIC's intended 10- | 


year lifespan. As such, the target com- 
panies must be big enough to go for a 
public listing within two-to-three years 
of JAIC's initial investment, to give 
JAIC a successful exit. Listed com- 
panies will not be eligible. but unlisted 
subsidiaries may. 

So far, JAIC has made 10 invest- 


An exchange of words 


A Thai telephone contract raises tempers 


By Paul Handley in Bangkok 


A sustained bout of acrimony and 
| name-calling has broken out over 
.the Thai Governments decision to 
. award a Baht 1.2 billion (US$47.62 mil- 
«|. lion) telecommunications development 

. contract to Japanese trading house 
Toyo Menka Kaisha (TMK). 

The contract, awarded on 10 Nov- 
ember, is to lay fibre-optic cable trunk 
lines to Thailand's north, northeast and 
southern regions, and establish some 
provincial distribution networks. As 
Such, it represents the key to Thailand's 
| telecommunications development for 
{the next decade or more. 

| ТМК victory came against а back- 
ground of intense business and diploma- 
tic lobbying that delayed signing of the 
г contract for several weeks. Australian 
ck and West German ambassadors in 
|. Bangkok both lobbied the government 
in early October over the allegedly un- 
fair manner in which the contract was 
“awarded.  Canberra-backed Telcom 


Australia (TA) has not yet abandoned | 


the chase, sources say, though its 
chances of reversing the decision are 
acknowledged to be slim. 


„Тив is the last major contract under | 


| the Telephone Organisation of Thai- 
|- Jand (ToT) five-year US$1.7 billion 
plan to double the one million tele- 


7 phone lines currently available. It also 


ү represents Thailand's main effort to up- 


: | date from analog systems to digital. The | 


plan is now about three years behind 
schedule, owing to government budget 
limitations as well as ToT's own incom- 
petence. The target date for completion 
T. is 1992, 
^. The contract to lay easily expandable 
fibre-optic lines, crucial because de- 
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mand for telephone services far out- | 


paces ToT's ability to supply, was 
opened to international competitive 
tender in mid-1987. It was seen as a 
major opportunity for those so far left 
out of the country's telecommunica- 
tions development. Although the initial 
contract is not particularly large, who- 
ever won NE benefit over a long 
period from spin-off developments and 
spare parts sales. 

Seven firms passed the technical 
review and submitted financial pro- 
posals, which were to be judged on a 





current cash price value method. By this | 


standard, TMK's price of Baht 1.23 bil- 
lion undercut Siemens of West Ger- 
many by Baht 1.07 billion. Later, ToT 
negotiators brought down the TMK 
price, including spares, transport, and 
testing equipment, to Baht 1.21 billion. 
Close runners up included Japanese 
trading house Mitsui which bid Baht 
1.26 billion, and TA at Baht 1.38 bil- 
lion. 

It was at this point that TA and 
Siemens raised a stink, claiming that a 
net present value assessment that took 
into account long term soft financing 
provided by their governments, would 
show their bids undercutting both the 
Japanese proposals. Moreover, a repre- 
sentative from one of the shortlisted 
firms added that the ToT committee re- 
viewing the contracts had undertaken to 
assess the competing financial packages 
if the bids were somewhat close, 

The Transport and Communications 
Ministry duly ordered an assessment 
based on net present value. Several 
sources allege that Siemens should have 
emerged from this review as the clear 





ments.in Asean — including five in 
Thailand and two in Malaysia. Advising 
JAIC on its investments is the securities 


arm of Hongkong-based merchant 
bank, Jardine Fleming. According to 
the bank, JAIC is interested in only the 
four largest Asean countries. since 
neither Brunei nor Singapore are consi- 
dered starved of investment funds. 
Jardine Fleming Securities director 
Nicholas Smith said that despite the heavy 
preponderance of Thai investments so 
far, JAIC was "keen to put its emphasis 
on Malaysia as much as Thailand." 
Smith said JAIC would not seek rep- 
resentation on any board, even though 
it would probably be taking stakes of 20- 
30% in companies. It would, however. 
take an active interest in each company 
it invests in, and help find markets for its 
products in Japan. п 





winner, with TA second. But accor” 
to reports, when the Finance Mini 
was approached to assist in the review, 
it replied that variables such as ex- 
change rate fluctuations over the next 
decades made an accurate assessment of 
net present value impossible. 

Many state enterprises have regis- 
tered considerable foreign exchange 
losses on major foreign funded projects 
in recent years, prompting some gov- 
ernment officials to argue that a cash 
price evaluation is as valid as any other. 

Nevertheless, documents leaked to 
the press revealed that TMK said it 
would match Siemens’ financial pack- 
age if required, and seemed to indicate 
that TMK had access to Siemens' pro- 
posals. Following that, in early Novem- 
ber the West German and Australian 
embassies cried foul. Both made rep- 
resentations to the prime minister, who 
passed them on to the minister of trans- 
port and communications. He went 
ahead and signed the contract. 

The way the matter was han 
raised some eyebrows in Bangkok, and 
many suspect that TMK had the con- 
tract in the bag very early on. Yet some 


| of those involved concede that any ap- 
| parent shenanigans Чо not come as 


much of a surprise. The intense interna- 
tional competition between telecom- 
munications equipment suppliers has 
meant in many countries that those with 
the best political connections win. Los- 


| ers in the Thai contract do not deny that 


every company curries favour with Thai 
officials, to improve its position. 
Moreover, as D&M Associates, the 
consultant to the project, points out, 
every loser will attack the winner's 
shortcomings, together with the areas 
where the winner's proposals differ 
from the original bid package specifica- 
tions. Attacks on the viability of TMK's 
Fujitsu and Fujikura-supplied equip- 
ment are still appearing. But D&M 
says all the companies adequately met 
the technical specifications, and other 
arguments are only sour grapes. n 
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Beating all targets 


Е° anyone still doubting that Malay- 
sia's economic recovery is complete, 
Finance Minister Datuk Paduka Daim 
Zainuddin's budget speech on 21 Oc- 
tober provided final proof that the dark 
days of 1985-86 are over. Daim an- 
nounced that real GDP is expected to 
row by 7.5% in 1988, compared with a 
orecast of 4%. He also revealed that 
the federal government deficit had been 
wiped out. 

Other forecasts have also proved 
unduly cautious. The Treasury's Eco- 
nomic Report for 1988, released simul- 
taneously, showed Malaysia expected 
to achieve a balance-of-payments sur- 
plus for 1988 of MS3.13 billion 
(US$1.61 billion). This figure is near- 
' 3096 above the 1987 budget esti- 

e, and is due largely to exports of 

oods and services, which at M$47.7 
illion are 12% higher than forecast. 

The government is cautious 
about the prospects for 1989, 
largely because of uncertainty 
over both the price of oil — 
which accounts for 8% of GNP 
in nominal terms — and US 
economic performance. The 
economy is forecast to grow by 
6.5% next year, with compara- 
tively modest contributions 
from manufacturing. 

Export growth is also expect- 
ed to be less spectacular, but if 
the oil price turns out higher 
than the Treasury's US$14 per 
barrel assumption, and the US 
avoids its expected post-elec- 
tion decline, 1989 could prove 
to be another banner year. 

There are, however, a few 

rying signs. Inflation more 
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% сһапде % сһапде 
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+44.2 ¥89.11b +11.1 ¥3.75 
(US$725.7m) (same) 
+25.8 | ¥480.94b +114 
(US$3.9b) 
Q30 Sept. | P170.5m t P1.14b *21.2 
(US$8.0m) (US$53.3m) 
Anam H30 June | Won3.11b +20.5 
Industrial (US$4.5m) 
ChoongNam | H30June | Won4.7b Won 156.94b +13 
Spinning (US$6.8m) (US$227.4m) 
Tong Yang H30 June | Won 10.27b *113.7 | Won114.54b +21.8 
Cement (US$14.9m) (US$166m) 


Q = third quarter. "gross revenue. “comprise 32 Ac cash and 18 Ае scrip, fully franked. tvs loss P46.1m. 


than doubled this year to 2.7% and gov- 


ernment forcasters expect it to rise to | 


3.2% in 1989. Also, unemployment is 
roving hard to cut, improving only 
).1% to 8.1% of the total workforce this 
year, with only a 0.2% improvement 
slated for 1989. 
The unemployment figures are espe- 
cially worrying considering that every 


major sector of the economy has ex- | 


panded this year. The construction sec- 
tor, traditionally a large employer, grew 
by 1%, compared with falls of 14% in 
1986 and 11.8% in 1987. Manufactur- 
ing, meanwhile, consolidated its new- 
found position as the economy's most 


important component, growing by an | 


арн 15.5% to account for 24% of 
GDP and 48% of total exports. 
Unemployment may fall somewhat 
as a result of the government's decision 
to lift its cap on development expendi- 
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Won 104.52b +213 
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Stronger than expected sales forecast to boost full-year 
earnings to # 18.10 a share, from last year's * 1 1.46 


Japan's largest airline reported earnings a share rising to 
* 121.94, up from Y 101.73 


Sustained higher copper and gold prices maintained upward 
earnings trend for Philippine miner 


South Korean semiconductor assembler, the world's largest, 
has benefited from recent chip boom 


Rises in wages and raw material prices affected net of South 
Korea's largest cotton yarn and fabric maker. 


Continuing South Korean construction boom fuelled strong 
profits growth. 





ture, which has been severely curtailed 
since 1985. Daim announced a 14.4% 
increase in federal government spend- 
ing on infrastructural projects for next 
vear, with the bulk of the increase to be 
spent on rural roads, electricity and 
water supply. 

Despite this increase, the govern- 
ment made very plain that there is no 
change in its policy of leaving invest- 
ment up to the private sector. In this re- 
spect, 1988 has been encouraging, with 

rivate fixed capital formation up 
4.7% in real terms to M$9.49 billion, 
which is 15.6% of GNP in constant 1978 
prices. Private investment is forecast to 
grow by a further 9.4% to M$10.38 bil- 
lion in 1989. 

More than 45% of private-sector cap- 
ital expenditure is thought to have been 
channelled into the manufacturing sec- 
tor in 1988. Most of it came from 
foreign sources. In the first seven 
months of 1988, the Malaysian Indus- 
trial Development Authority received 
519 applications for manufac- 
turing licences, involving total 
proposed investment (includ- 
ing associated loans), of 
M$8.33 billion. Foreign money 
accounted for 65% of the 
equity in these proposed ven- 
tures. 

This increase in investment 
has narrowed the resource 
surplus in the private sector to 
M$7.6 billion, as а 9.7% in- 
crease in consumption to 
M$41.65 billion has also re- 
duced savings by 1.8% to 
M$21.89 billion. However, the 
surplus is still more than 
enough to pay for the M$4.45 
billion savings-investment gap 
in the public sector. 

— Nick Seaward 




























































14 Nov. 


US$1 WORTH 


Year agot 





Australia 
Britain 
Canada 
France 
Hongkong 
india 
indonesia 
Japan 
Malaysia 
New Zealand 
Pakistan 
Philippines 
Singapore 
South Korea 
SriLanka 
Switzerland 
Taiwan 
Thailand 


dollar 
pound 
dollar 
franc 
dollar 
rupee 
rupiah 
yen 
dollar 
dollar 
rupee 
peso 
dollar 
won 
rupee 
franc 
NT dollar 
baht 
mark 


Banknote 


18.6313 
21.392 
1.9835 
696.00 
32.948 
1.5005 
28.09 
25.18 





1.451 
0.574 
1.324 
5.776 
7.807 
18.00 
1,657.00 
136.70 
2.516 
1.669 
17.60 
22.30 
2.056 
796.00 
33.50 
1.40 
30.60 
25.90 
L 1.709 
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Prime 


lending 


1-year 
treasury 
bills/bondst 





Australia 
Britain 
Hongkong 
indonesia 


Japan 


Malaysia 
New Zealand 
Philippines 
Singapore 
South Korea 
Taiwan 
Thailand 





15.50 
13.00 
9.50 
22.00 
"5.70 
"3.375 
6.75 
15.75 
14.00 
6.13 
11.50 
5.75 
12.00 
10.00 


| 1420 


3.99 


17.812 
14.00 
5.01 


interbank 
1 month! 


Interbank 
6monthst 





14.23438 

11.8125 
4.50 

21,00 
4.0625 


3.45 
14.30 
13.50 

475 


3.65 








7.20 12.00 


“Bangladesh 


China 


Brunei 


US$ = Rmb 3.722 


|. Burma 

„Масаи 
Nepal 
Papua N.G. i 0.895 








Other: SDR1--US8$1.35388, ECUT -US$1.1935, 
:881-M$1.3715, £1 « HK$14,1049, 

3 months forward: Japan ж 123,338, 

Hongkong HK$7.804, Singapore 551.9474, 

TMiddlerate "Selling rate 


HK$ = Amb 0.476 
Soviet Union 

USS = Rouble 0.607 
Laos 

US$ « New Кір 430.00 
Vietnam 
| US$- Dong 368.00 








Source: Telerate for spot and forward rates from Asian money markets, Republic Na- 
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14.8125 
12.00 
6.625 
n.a. 
4,4375 


3.80 
14,20 
14.00 

5.375 


5.30 


8.9375 








EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt 


1 month 


3months 


12 month 





8.4375 
11.8125 
4.00 


£ Sterling 
Yen 
Swiss Fr. 





8.9375 
12.0625 
4.3125 
4.125 
4.8125 
14.3125 
10.625 


9.00 
11.9375 
4.375 

4.0625 
4.875 
14.4375 
10.8125 








tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for official rates. 


Gold 


Copper 
Current delivery (Dec.) 
Jan, delivery 
Aluminium 
Current delivery (Nov.) 
Jan. delivery 
Tin 
Cotton 
Current delivery (Dec.) 
Mar. delivery 
Rubber 
Current delivery (Dec.) 
Mar. delivery 
Palm Oil 
Current delivery (Nov.) 
Jan. delivery 
Sugar 
Current delivery (Jan.) 
Mar. delivery 
Pepper 
Sarawak Asta ЫК 10096 
Wheat 
“Current delivery (Dec.) 
Lo Mar. delivery 
“Maize — 
Qurrent delivery (Dec.) 
Маг. delivery 
‘Rice 
"594 white fob 
Soyabeans 
Current delivery (Nov) 
Jan. delivery i 
Cocoa 
Current delivery (Dec. 
Mar. delivery 
Coffee 
Current delivery (Nov.) 
Jan. delivery 
Petroleum 
Sumatran light 
Brent 
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International 


Yen: 
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3-5 yearst 
7-10 yearst 


3yearst 

10 years t 
3-5 yearst 
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10 years " 
3-5yearst 
7-10yearst 


3years? 

10 years t 
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7-10 yearst 
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10 years * 
3-5 yearst 
7-10yearst 


3years t 

10 years t 
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3-5 years t 
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3-5 yearst 
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3-5 yearst 
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4.68 


5.76 
6.09 
5.60 
6.28 


na. 
n.a. 
13.33 
12.67 


10.20 
10.08 
10.30 
10.33 


n.a. 

n.a. 
10.63 
10.21 


13.89 
13.15 
14.00 


13.25 ` 


4.32 
4.65 


7.23 
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n.a. 
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10.34 
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` 43.225 


12.85 
13.63 
12.895 


4.34 
4.64 


723 





Source: Telerate, Vickers da Costa & Co. 


n.a. 
n.a, 
9.24 
9:59 


13.65 
12.81 
13.55 
12.85 


3.94: 
4.46. 


6.99 








7.61 7.95 





Source: Telerate, Reuter. 1 
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ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 






























































AUSTRALIA | сна | HONGKONG тыи | INDONESIA | sapan 
Economic Growth % (real) (1) 
1 4.6 9.4 4.10 3.6 42 
1988 1-3 7-7.5 1.50 3-4 3.5-4.5 
International Reserves (5) 
Latest USS12.86b USS19.05b n.a. USS5.56b USS$5.30b USS$89.40b 
(Aug.) (July) (May) (June) (Aug.) 
Year earlier USS10.11b USS$13.14b n.a. USS6.43b USS$4.15b USS70.39b 
Trade Balance (total merchandise) 
Latest 3 months 0 ecd USS0.51b +USS0.44b - DAN Кү көзү + reden 
uly-Sept. (Apr.-June) (Juty- ) (Jan.-Mar.) ( “py f! ( . 
Previous 3 months 0550.356 0580.63 PUso ob USS$1.57b *USS2.11b *US$19.2 
Year earlier -USS0.44b - USSO0. +US$0.81b -USS1.51b +USS2.34b +05518.75Ь 
Exports (7) 
Latest3 months USS7.78b USS12.11b USS17.49b USS3.39b USS4.58b USS65.94b(6) 
% change previous 3 months 5.52 * 35.87 *17.67 *17.8 -4.9 *0.5 
* change year earlier +8.65 +29.98 +30.77 +28.7 +5.9 +17.2 
Imports (8) 
Latest 3 months USS8.59b USS12.63b 0554.346 USS1.74b USS47.88b(6) 
* change previous 3 months +8.6 +32.18 -2.5 -35.6 +3.3 
% change year earlier +12.5 +22.83 +4.8 -122 «27.6 
Consumer Prices 
Base July 80-June 81= 100 1960-100 Apr. 77-Mar. 78 100 1985= 100 
Latest 3 months index average 182.0 772.0 313.96 101.1 
(July-Sept.) (Sept.-Dec.) (Apr.-June) (July-Sept.) (June-Aug.) 
* change previous 3 months +1.9 0.1 +2.5 +1.9 
% change year earlier +7.3 +2.0 +11.4 +88 +0.5 
Мопеу Ѕирріу (3) 
Latest AS133.5b Rmb 823.31b Rs 1.74t(10) Rps 36.28t Y395.76t 
(Aug.) (Mar.) Aug.) (Apr.) (July) 
% change previous month +0.9 +2.6(11) +0.8 +17 +1.0 
change year earlier +13.5 +29.4 +18.0 +27.0 +11 
MALAYSIA PHILIPPINES SOUTH KOREA TAIWAN THAILAND 
Economic Growth % (real) (1) 
1987 42 5.05 12.0 11 6.6 
1988 6-8 5.5-6.5 10-11.5 6-8 7-9 
International Reserves (5) 
Latest USS6.10b USSO0.48b USS$10.68b no MN s 
July) (Aug.) .) (June) Y 
Year earlier Tm USS1.50b Tv US$60.72b USS3.87b 
Trade Balance (total merchandise) 
Latest 3 months + USSO0.61b(4) Yee ssa Pond a roce Ü — Ж» 
Jan.-Mar. ( А -Jul Sept. uly-Sept. 
Previous 3 months игү ТЕЛА - USGO 880 * 1.70b *U 1b USS1.13b 
Year earlier +USS0.50b USS0.26b ~USS1,.11b +US$1.36b *US$5.87b 0890.416 
Exports (7) 
Latest 3 months USS4.08b(4) USS$1.87b USS9.79b US$15.80b(6) US$15.39b USS4.21b 
% change previous 3 months 1.0 +15.4 +13.5 +10.2 -0.7 +14.3 
% change year earlier +34.9 +26.4 +36.4 +30.1 +5.8 +40.7 
Imports (8) 
Latest 3 months USS3.47b(4) US$2.22b USS11.0b US$13.56b(6) US$12.11b US$5.16b 
% change previous 3 months +3.2 +17.5 +15.9 +7.3 -1. +73 
% change year earlier +36.8 +27.6 +32.2 +25.7 +39.7 51.5 
Consumer Prices 
Base 1980=100 1978=100 June 82-May 83= 100 1985=100 1986=100 1976=100 
Latest 3 months index average 128.6 404. 104,4 114,3 102.04 211,3 
(Feb.-Apr.) (Aug.-Oct.) (May-July) (July-Sept.) (June-Aug.) (July-Sept.) 
% change previous 3 months ~0.1 +1.2 *0.4 +12 +19 +0.9 
% change year earlier +1.1 +8.0 +1.6 +7.0 +1.4 +3.7 
Money Supply (3) 
Latest M$55.67b P163.44b S$37.53b Won 45.12t NT$4.58t Baht 875.6b 
(May) (May) (June) ( .) (July) (Aug.) 
% change previous month -0.3 +2.7 * 0.01 +43 +1.5 +0.7 
% change year earlier +2.5 +23.2 +11.6 +18.6 +24.2 18.2 





(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index А (3) M2 or 
except for Singapore (6) Customs basis (7) fob (8) cif 


(9) Excluding petroleum products 





plus 
(10) M3 








bank deposits (4) Peninsular Malaysia only 
(11) % change over past 3 months 


(5) IMF definition of reserves minus gold 
Source: Official statistics. 
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Markets close lower after US elections 
MOST markets failed to produce the expected rally after George Bush's win in the US presidential election, 
closing lower for the period ending 14 Nov. Mainly local factors buoyed Taipei and Tokyo to put on gains. 


AUSTRALIA: Lack of overseas in- [;, n 


TOKYO: The Nikkei Index closed at a 
hew peak, its highest level since 5 
Aug., as investors continued to focus 
on stocks with large latent assets, such 
as cement, fishery, railway апа 
warehouse issues. Kubota rose Y 38 (31 
US cents) to Y948 and Kumagai Gumi 
gained ¥40 to Y 1,160. Trading was 
moderately heavy at 988m shares a 
day, worth Y I.3t. 


HONGKONG: Investors remained on 
the sidelines, the market closing lower 
on the back of Wall Street's sharp fall 

~ and the continuing weakness of the US 
¿dollar to which the local currency 
is. tied. Daily volume averaged 
322.28m shares, worth. HK$533.42m 
.(US$68.39m). Hongkong Bank was 
"unchanged at HK$6.15. Wharf Hold- 
ings lost 5 HK cents to HK$7.80. 


SINGAPORE: The market 
sharply down as investors dithered 
over the results of the US election. 


Eventually local investors followed: 


Wall Street’s view and blue-chips took 
a battering. SIA lost 20 S cents (10 US 
cents) to S$11.90 and OCBC was 
marked down 30 S cents to $$7.45, 
Volume was low, averaging 16.2m 
shares, valued at $$37.25m. 


KUALA LUMPUR: їп a period short- 


ened by the Deepavali holiday, shares 


win in the US election. Sentiment 
turned sour later, and even the debut 
of chicken counter KFC Holdings 
failed to stir the market. KFC closed at 


M$2.60 (97 US cents), up MSL.IS from | 2x 
its offer price. Volume averaged 7.9m |; 4 


shares, worth M$16.8m. 


|. BANGKOK: The market barely 
„moved, as rising interest rates con- 
tinued to keep local investors away, 


though foreigners were still buying. |- ix 
‘Turnover averaged 6.5m shares a day, |. 


-] worth Baht 477m (US$18.93m). Tin 
counter Tongkah Harbour rose Baht 


“ance, off Baht 68 to Baht 675. 


MANILA: investors shifted back to 
blue-chip commercial-industrials as 
erstwhile mining favourites bowed 






in copper prices. Sime Darby and 
Ayala rose by 4.6% each to close at 
$33.50 (US$1.57) and P10.25, respec- 
tively. Benguet was up 11% to P100. 
Average turnover was 570.35m shares 
à day, worth P80.44m. 


[76 to Baht 390. Nearly all finance | 
Shares were down, led by Thai Insur- |, 


under selling pressure caused by a drop | 
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terest in the face of a stronger local dol- 


lar, combined with lower gold prices | * 


and higher interest rates, saw the mar- 
ket close lower in lacklustre trading. 


Turnover averaged a low 72.9m shares [: 


a day, worth A$123.9m (US$105.6m). 
North Broken Hill was off 5 A cents to 
A$2.90, while News Corp. rose 15 A 
cents to A$10.90, 


NEW ZEALAND: Off-market sales by 
Brierley of 25% in Cavelco and a par- 
cel of Renouf shares lifted volume in an 
otherwise dull market. Prices initially 
rose, but later followed Wall Street 
down. Volume was 60.52m shares, 
worth NZ$63.81m (USS$41.11m). Both 
Fletcher Challenge and Brierley 
gained 2 NZ cents. closing at NZ$4.84 
and NZ$1.37 respectively. 


SEOUL: Political uncertainty 
rounding pressure to arrest former pre- 
sident Chun Do Hwan unsettled the 
market. Trading volume averaged 


13.1m shares a day, worth Won 277.2b | 


(US$401.7m). Insurance and securities 
led the market on rumours of a finan- 
cial restructuring package. Ankuk Fire 
& Marine gained 10.5% and Hyundai 
Securities rose 5.5%. ' 


TAIPEI: The US election results f 


buoved investor confidence, helped.by 


the 10 Nov, announcement of the lift- [40 
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ing of the daily price-movement limit | вою 


from 3% to 5%. Average daily turn- 


over was NT$53.49b (USSI.9b), К 
Taiwan Styrene Monomer gained | 4 
NT$21 to NT$187. Newly 


16.6% rise, from NT$144 to NT$168, 


listed | 200 
Taiwan Polypropylene marked up a | 























BOMBAY: The market gained along а [777 


broad front on 9 Nov., the only trading | 


day for the Hindu Diwali festival holi- 
day week. Turnover during the brief 
one-hour trading session was high at 
around Rs 750m (US$51.72m). As- 
sociated Cement put on Rs 61 to Rs 
393, Voltas gained Rs 80 to Rs 530 and 
National Organic rose Rs 40, to close at 
Rs 850. 


NEW YORK: Prospects for а post- 
election rally after George Bush's win 
were quickly dashed. An easing of 


stock prices soon turned into a plunge | 
as investors began to fret overa weaker | 


US dollar. The Dow Jones Industrial 
Average lost 59.56 points. Traded vol- 
ume was 702.84m shares. The Morgan 


Stanley Capital International Index |. 


rose 7.8 points. 
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AhlanWasahlan 
Wholeheartedly. 
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hlan Wasahlan. It means more than just a welcome. 
At Saudia, it's the natural expression of hospitality and care 
way we serve you. 
Fly Saudia and enjoy our unique ‘Ahlan Wasahlan’ in the air ar 
the ground. 


2 ж 
Soudio * 


SAUD! ARABIAN AIRLINE 


Ahlan Wasahian 
Aan. 


A lightweight not to be 
taken lightly. 





Introducing the new i = А 
COMPAQ SLT/286. The first PC that Wi e" — Таш 
puts true desktop performance 8 LIU ы | ^ 


on your lap. 





- Co рад introduces the first laptop to 
deliver the ш [еш of a desktop — on 





| ‘spaced just like | those o on à desktop. РС. 
_ Moreover, with innovative new battery techno- 
: | logy, the COMPAQ SLT/286 gives you over three 
~ hours of power. 








: With flexibility built in, you can choose mode 
< а high-speed 40- or 20-MB fixed disk drive to _ 
complement the standard 3%” 1.44-MB diskette 









‘drive. Plus you can easily expand the 640K of 


۰ .. devices. Ports for a printer, external VGA monitor 
a t ther peripherals. You can even add a 12-MHz 
| `80С287 coprocessor as an option to speed number 
. crunching. 
m As good as a desktop, the COMPAQ 
- SLT/286 snaps right into an optional Desktop 
Expansion Base that gives you two industry- 
standard expansion slots along with duplicate 
interfaces for your peripherals. 
The COMPAQ SLT/286 — the first laptop 
from the company that set the standard in porta- 
ble computing. 






simply works better. 











. standard memory to 3.6 megabytes internally. 
| There's also an optional internal 2400- 
-. baud modem. Room for two internal storage 





COMPAQ COMPUTER ASIA 
50 Tagore Lone, $81-04, 
Singapore 2678 

Phone. 4500566, 4590977 
Telex. RS 51054 COASIA 
Fax: 4592453 

HONG KONG. 

Microware USA. tid; 
Phone:5-47 1289 Telex BO5B4 - 
INDONESIA 

EMKOM, Jakarta; 

Phone: 021-6000080./85 
Telex: 63651 vum] 
MALAYSIA 


Microcomputer Centre, ‘Kuala uS 





Penang, Phone: pama 
PARISTAN 

Computer Graphies & Systems, fe 5 
Lahore, Phone: 042- 871546 a ee 
Telex: 47001 i 
Karachi; Phone: 0 
Telex: 24074. 





Computerland China, Beijing, B S 
Phone:1-5128330 Telex:211161, 
Computer part, Hong Kong, m ; 
Phone:0-699271 Telex-49904, 
EXON Enterprises Ltd, 
Hong Kong, Phones 5-7. 14028. 7 ; | 
Telex: 76626 v 
PHILIPPINES | 
Datronies, Manila, Phone:02- 
8182702 Telex. 23232 
SINGAPORE 

Computer industries, Singapore, 
Phone: 2255836 Telex: 22907 
THAILAND 








Olympia Thoi, Bangkok, i 
Phone:02-2340770 Telex: 20101. 









MPA is a trademark of Compaq Computer Corporation. Microsoft®, MS* and MS-DOS* are trademarks of Microsoft Corporation. MS* 08/2 is a product.of Microsoft Corporation, Product names mentioned. c _ 
у be trademarks 1 andlor registered trademarks of their respective companies. =. Registered US. Patent and Trademark Office. ©. 1988 Compaq Computer Corporation All ыы төртө С B 


THERE IS SOME PLACE 
LIKE НОМЕ. 


hen you or your employees 

are traveling to the United 
States for 30 days or longer, 
Oakwood Corporate Apart- 
ments are like a home away 
from home. 

Every Oakwood Corporate 
Apartment is fully furnished, 
from the linens, dishes and 
televisions to maid service. We can even provide VCR's, telephone answering 
machines and microwave ovens. (And by special request, rice cookers). 

All the comforts of home to keep you and your employees happy and 
productive when they're traveling. 

At half the cost of a hotel. 


L 


ALL THE COMFORTS OF 
A RESORT HOTEL. 


You know what they say about all work 
and no play. 

That's why we've built Oakwood Corpo- 
rate Apartments around a truly impressive 
recreational facility. 

Your employees can take a swim in a 
large heated swimming pool, play tennis” 
day or night on lighted courts with the 
resident pro or even enjoy a workout in 
one of the high-tech fitness centers. 
Some of our properties even offer volley- 
ball and basketball courts? 

We'll keep your employees in the same 
condition we keep the employees of 300 
of the Fortune 500 companies. Rested. 
Relaxed. And ready to conquer the world. 


*Facilities may vary by location 


WE'LL EVEN KEEP YOUR COMPTROLLER HAPPY. 


Even with all this comfort and all these business and recreational facilities, 
the cost of an average 30 day stay at Oakwood is about half of what you would pay 
at a hotel. 

And it gets even better. 

We'll bill you or your company directly or accept American Express, VISA, 
MasterCard, or Diner's Club Credit cards. 

With more than 30,000 units across America you can find some place like home 
almost everywhere you look. 

So give us a call at 1-800-421-6654 and you'll soon discover there's no place 
like Oakwood. 

Oakwood Corporate Apartments. 

Aplace to call home for 30 days or more. 


2222 Corinth Avenue 
Los Angeles, California 
90064 


1-800-421-6654 


Corporate Apartments 


















































“Look after this 
planet, it’s the only 
one we have” 





A personal message 
WWE International President. 


Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species. 
The destruction of tropical forests. 
All these have been headline news 
for many years. 

But they're only the tip ofan 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever 
growing human population. 

This hammering is cumulative 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction 


Our life-support system 


All life on earth is inter 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans. 

This natural system is our life 
support system, and if we damage 
any part of it we are putting our 
own survival at risk. 

The purpose of WWF - the 
World Wide Fund for Nature - and 
all the other nature conservation 
bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health of our 
planet, it is the only one we have. 
Write for further information to 
WWE International, CH-1196 





WWF 
World Wide Fund For Nature 





PROPOSED BANGLADESH JAMUNA 
MULTIPURPOSE BRIDGE PROJECT 


INDIVIDUAL PROCUREMENT NOTICE 





This notice for invitation for prequa- 
lification follows the General Procure- 
ment Notice for this project which ap- 

` peared in Development Business num- 
: ber 256, dated October 16, 1988. 


the Government of Bangladesh 
(GOB) has applied for a credit from 
the International Development Associa- 
tion (IDA) to assist in financing the 
construction of a multipurpose bridge 
across the Jamuna River. 
“Additional financing is being sought 
rom other financial institutions and bi- 
lateral financiers (cofinanciers). It is in- 
tended that part of the proceeds from 
the IDA credit will be applied to the 
, payments under one or more of the 
‘contracts listed below. 


(a) CONTRACT I: 
Bridge and Approach Viaducts 
(amount estimated at US $200-300 
million). 
The contract includes detailed design 
and construction of a multipurpose 
bridge (length of about 4.8 km) and 
its approach viaducts. 
The bridge crosses the Jamuna River 
at approxinately 10 km south of Si- 
rajganj. Individual spans will be about 
100 m long. 
For the foundations, large diameter 
steel or pre-stressed concrete piles 
will be utilized which could reach a 
length of 90 metres. 
The initial bridge configuration is still 
under study. 
The bridge may include, or have 
provision for later expansion to, the 
following elements: 





(1) four-lane road; 
(Il) а meter gauge railway; 
(ЇН) an electrical power 
interconnector; 
(IV) telecommunication cables; and 
(V) a gas pipeline. 


(b) CONTRACT 2: 
River Training Works 
(amount estimated at US $90-125 
million). The contract includes 
construction of river training works 
at both sides of the river, upstream 
and downstream of the bridge axis, 


bridge axis, flood plain embankments 
and reclamation of bridge and facili- 
ties, River training works will consist 
of guide bunds or groynes or a com- 
bination of both. 

Total overall length of guide bunds 
and groynes including both sides of 
the river will be in the range of 6 to 
8 km. 


(c) CONTRACT 3: 
Approaches (8.9 km) and Bridge 
End Infrastructure East Bank 
(amount estimated at US $25-35 
million) and 
CONTRACT 4: 
Approaches (11.7 km) and Brid- 
ge End Infrastructure West 
Bank (amount estimated at US 
$20-30 million). Approaches pass 
through the flood plain of the river 
and will have there an average 
height of 4.5 m. Pavement width 
will be 7.3 m plus 2.45 m shoulders 
at each side. Cross-drainage structu- 
res outside the flood plain will be 
part of the works to be construc- 
ted. 


Prequalification of contractors for 
these four contracts will be done simul- 
taneously, in accordance with Internati- 
onal Competitive Bidding Procedures 
under the Guidelines for Procurement 
of the World Bank (IDA). 

Contractors from World Bank eligible 
countries who have experience with si- 
milar works are invited to prequalify 
for one or more of these contracts. 
Evaluation will be based on the firm's 
modern technology and experience 
specific to the project, management ca- 
pability, contracting experience and 
competence, resources (physical), and 
finances. 


Upon completion of prequalification, 
all prequalified firms who are eligible to 
bid under any cofinancier's rules, will be 
invited to bid for the contracts financed 
by that particular cofinancier in accor- 
dance with the procurement procedu- 
res required. 

Any contract financed by IDA will be 
awarded in accordance with World 
Bank Guidelines. 












INVITATION FOR PREQUALIFICATION 


Prequalification is scheduled to start 
October 31, 1988 and to be closed Jæ 
nuary 31, 1989. Bidding 
scheduled to be issued 
contractors in juni 
expected to sta 

1990 and to be compl 
middle of 1993. 















Foreign contract: 
ged to form join 
including Banglade 
view of the nature of 
limited construction per 
equipment-intersive construction T 
foreseen. | 


уне documents o be 












ladesh) ог ас US n 
contract by reque 
to one of the foll 
Contractors shi 
contract(s) they are 
tion. 


| Vice Chale 
hou Multipurpos Br 
Authority ` ELE 
Sher-e-Bangla: Nagar. 
Dhake-1207, Bangladesh 
Telex No. 642 232 JMBA В] 


2. Project Manager 
RPT/NEDECO/BCL 
Jamuna Bridge Phase If 
Post Box 151 

6500 AD Nijmegen 
The Netherlands 
Telex No. 48015 HASK NL 


Studies 


Payments shall be either: 

— cash or 

~ certified cheque, 
enclosed with request or 

— by telex or telephone confirmed 
bank transfer to: bank account in 
the name of NEDECO - ASN, - 
Nijmegen, Nr. 53.71.46.563 

















APPOINTMENTS 








The World Bank, based in Washington, D.C. 
seeks a Senior Contracts Officer to formulate, 
execute, and provide contract administration 
for assigned contracts in the areas of labor ser- 
vice, architect and engineering services, 
consulting services and software licensing. 


The successful candidate's duties will also in- 
clude: conducting vendor evaluations of 
capabilities to provide contractual supplies/ 
services; developing and executing negotiation 
strategies to maximize the benefits received by 
the World Bank; and assisting in the identifica- 
tion of the World Bank’s contractual require- 
ments and the formulation of those re- 
quirements into specifications for use in con- 
tract solicitations. 


Qualifications of this position include а 
] bachelors degree in Business Administration or 
a related field and five years experience in con- 
tract execution and/or administration. Also 
essential is a thorough knowledge of contract 
administration procedures and techniques, and 
the ability to deal tactfully with senior level 
managers of contractor organizations. Ex- 
perience with labor service, architect and 
engineering services, consulting services and 
software licensing procedures desirable. 


For immediate confidential consideration, in- 
terested individuals should send a detailed cur- 
riculum vitae to: The World Bank, Personnel 
Dept. 89GSD004, “Sr. Contracts Officer”, 
Room H3061, 1818 H St., N.W., Washing- 
ton, D.C. 20433. 





GRIFFITH UNIVERSITY, BRISBANE 


CHAIR IN JAPANESE LANGUAGE 
in the Division of Asian and International Studies 


Applications are invited for a Chair in Japanese Language. 


Candidates are expected to be scholars of established reputa- 
tion in the field of linguistics/applied linguistics with a special in- 
terest and expertise in Japanese language teaching. Apart from 
teaching duties at undergraduate and postgraduate levels, the 
appointee will be required to give leadership in the development 
of the Japanese language programme. High competence in Ja- 
panese and English is required. 


The Division of Asian and International Studies is the largest 
teaching and research centre of Asían studies in Australia. In 
July this year the Division was awarded a joint Key Centre f^* 
Asian Languages and Studies by the Commonwealth Der 
ment of Employment, Education and Training. 


The Division offers two undergraduate courses through the two 
Schools which it comprises: the School of Modern Asian Studies 
(MAS) and the newly established School of International Busi- 
ness Relations (IBR). The course offered through the School of 
MAS is an integrated programme of study of modern Asia 
through the use of languages and the social sciences. The 
course offered through the School of IBR is a bachelor of busi- 
ness programme which emphasises the Asian and International 
aspects of Australian business. In addition, the Division runs the 
Bachelor of Science with Japanese programme with the Division 
of Science and Technology and the Division of Australian En- 
vironmental Studies of the University. It also offers a joint degree 
programme in Law with Japanese with the Queensland Institute 
of Technology. 


The professorial salary is presently $61,550 per annum. The 
University will assist with the cost of fares and removal expenses 
and housing. The successful applicant will be required to join the 
Superannuation Scheme for Australian Universities. 


Applications from both women and men are encouraged. Em- 
ployment benefits include parental leave and the possibility of 
access to full-time child care and after-school care. 


Applications should be submitted by 16 January 1989 anc 
terested applicants should first write for further information to: 


The Secretary 

Senior Selection Committee 
Griffith University 

Nathan, Brisbane 
Queensland 4111 

Australia 


GRIFFITH UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYERS 


COPYRIGHT REPRINTS 
The combined efforts of the Far Eastern Economic Review's large and 
highly skilled editorial team have made it the premier source of informa- 
tion for those who do business, or have an interest, in or with Asia. 
As a testimony to the publication's editorial quality, many Review articles 
have, over the years, been reprinted in newspapers, magazines, educa- 
tional textbooks, newslefters etc throughout the world. 


Should you as an editor, publisher or on behalf of an organisation, educa- 


tional establishment etc wish to enquire about our reprint and copyright 
Charges, please address your correspondence to: 

Managing Director 

Review Publishing Company Limited 

GPO Box 160, Hong Kong 

Tel: 5-293123  Fax:5-8656197 Telex: 82804 REVMD HX 


We welcome enquiries from all interested parties and assure you of our . 
prompt, individual attention. 





























INSTITUTE OF SOCIAL STUDIES 
The Institute of Social Studies, an international centre of higher education 
and research in development studies in The Netherlands, has vacancies in 
two teaching areas of its M. A, programme: 


(a) AGRICULTURAL. AND RURAL DEVELOPMENT (ARD) 
Two vacancies exist in this area, one ata SENIOR LECTURER OR 
LECTURER level and the other at the level of LECTURER, 
Candidates should be of high academic merit reflected in their publi- 
cations record. Preference will be given to applicants with: strong 
theoretical teaching and research interests, and with Third World ex- 
perience in rural development. One of those appointed will bean eco- 
nomist with proven abilities in the application of statistical methods 
to the analysis of rural problems. 
The senior appointment will be for a period of two years, with a pos- 
sible-one year extension. The junior post will be for a period of one 
year, 
Both will be expected to participate in teaching, research and man- 
agerial activities as members of an interdisciplinary team. 


ECONOMIC POLICY AND PLANNING (EPP) 

А vacancy exists for an ECONOMIST. The appointment will be at 
LECTURER level and will be for a fixed duration of one year, with a 
possibility of extension for a further limited period. 

The successful candidate will have sound knowledge оѓ macro- 
economic issues in the Third World and а good general capability in 
economics. He/she will teach macroeconomics, assist in the develop- 
ment of new MA course work in the field of industrialisation policies 
and in relevant research programmes. 


Candidates for appointment at the Senior Lecturer level should hold a re- 
levant Ph. D. and have teaching and research experience at post-graduate 
level. At the lecturer level preference will be given to candidates who have 
completed or are nearing completion of a PhD in arelevant area, Candidates 
selected will be expected to take up appointments at an early date: Emolu- 
ments will be in accordance with Dutch University scales and procedures. 
The working language is English. 

Applications with curriculum vitae copies of research output, and the names 
of three referees should reach the Institute not later than 31 December 1988, 
addressed to the Rector, Institute of Social Studies, Badhuisweg 251, 2597 IR 
The Hague, The Netherlands, 


a г Additional information can be obtained by telephone or by writing from Prof 
„| Saith (tel. 070-510417) for ARD. or Prof, Cooper (tel. 070-5 10358) for EPP. 
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BBA/MBA COURSES 
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Bachelor and Master of Business 
Administration courses. Also Doc- 
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oads to more glamorous tourist des- 
tinations in Java's heartland point 
south and east, away from this town 


which hugs a volcano on this most | 


densely populated of all islands. And 
the pace away from Magelang is easy: 


in half an hour a car reaches the 
Borobudhur monument. The regal 


trappings of Yogyakarta, especially its 
kraton palace, lie just another half hour 
away, again to the southeast. 

Magelang's fading,  colonial-era 

priyayi class, which translates loosely as 
“nobility,” sees the kraton’s 26.000 m? 
of elegantly covered space as the es- 
sence of high Javanese refinement. 
Built after the Dutch dismembered 
Mataram kingdom in 1756, the palace 
once contended with two kratons 
further east in Solo, the other half of 
vanished Mataram. 

One of these burned down in still dis- 
“puted circumstances in 1985, but the 
| other, Mangkunegara, still displays the 
type of austere splendour so fetchingly 
Javanese. It now peeks out at the world, 
hidden behind a public school occupy- 
ing a building that once served as the 
cavalry barracks of the old palace. Bit 
by bit, the older people say, the heritage 
is crumbling. 

The Borobudhur and other religious 
monuments stretch back 1,200 years or 
more. The old stones hint at how recent- 
ly Yogyakarta's and Solo's royal estab- 
lishments made their appearance, sim- 
ply the latest grand structures to grace 
the Javanese landscape. 

Traces of that culture amount to 
more than restored stone or carved 


wooden buildings: Yogyakarta and Solo | 


also pride themselves on their still func- 
tioning schools teaching courtly dance, 
and silverwork. Elsewhere in the towns, 
the carving of ornate wayang kulit pup- 
pets can still be seen. They also host 
prospering batik factories. 

These vibrant trades work their al- 
lure on all but the most boorish visitors. 
So do the admirably restored candis 
where, unobtrusively, local devotees of 
Shiva and Vishnu continue to leave 
traces of offerings. The fragrant flowers 
in small bowls, accompanied sometimes 
by scraps of mystic writing, belie the 
country's Islamic imprint. 

The Indonesian polity outside the 
. Javanese heartland, the different, 

"Malay-based national language, the pull 
ot Jakarta and of the wider world 
beyond that also suggest a diminution of 
“those traditions, however. For some 
citified youth, the temples seem fos- 
© silised relics, prettified heaps of stone to 
* catch tourist coins. And the older 
people in Magelang say what is left of 
the classic culture of Java is fading fast. 

But the palaces and their courtly re- 
- sidue seem only the most obvious forms 
of Javanese tradition, just one among 


“many elements in the island still giving | 





contemporary Indonesia much of its 
depth and inspiration. Those early 
morning flowers beside the few surviv- 
ing Buddhist or Shivaistic deities speak 
of a resonance of deeper pull and tone. 
An understated Javanese resilience still 
shows even in Magelang, a nondescript 
garrison and administrative town from 
the colonial era. 

Wander down the back streets. 
Music cassettes softly sound the sonor- 
ous gamelan gong music. So do record- 
ings of ludrug (gamelan and rebab ac- 
companiment to vocalists’ stories) 
music. Batik sarongs of the old, pawang 
courtly style still enfold the limbs of 
thousands of peasant women frequent- 
ing Magelang's markets, 

They also wear the Cirebon and 
Pekalongan motifs, hand-drawn in 
workshops along Java’s north shore. 
These Chinese-inspired designs display 
profusions of birds and flowers. In 
Magelang, as elsewhere in central Java, 
these practised wax-lines command re- 
spect and high prices, even in this era of 
mass produced, silkscreen “batik” and 
the ubiquitous stamp of the copper-wire 
mesh seal that leaves identical wax im- 
prints on the cloth. 


[" Magelang and dozens of other 
central Javanese cities, other aspects 
of daily life also mimic the past. The 
“pagoda” form is favoured as the shape 
of gateposts. The pendopo roof. peaked 
in orange earth tiles. gives millions of 
small homes both verandas and shade. 
Plain or plush, from the Mangkunegara 
kraton to the homes of petty clerks, 
Javanese homes make allowance for 
outer (/uar) and inner (dalem) spaces. 
The replication of this gentle form 
throughout Java's densely populated 
central regions soothes the senses. 

The elegant Javanese script that 
graces some lingering signboards and 
monuments also stirs pride. Originally 






























thought to have originated 1,5( 
ago from southern India's P 
script, Java's syllabic, the flowin; 
now carry the name kawi. 
Primary school children still 
instruction in its mannered lines 
the sixth grade the Roman scrip 
hasa Indonesia pushes these a 
rian scribblings out of the way 
Magelang residents fear the la 
could disappear altogether. 
Which would be a pity. Im 
has established both its politic 
grity and its language so firmly 
gional languages, including В: 
Buginese, Batak and Sundanes 
having its own script), should 1 
ceive attention. Even Javane: 
uses Roman script more often tl 
inside the few remaining newspa 


| books published in the language. 


More than an antiquarian's la 
heard here. The Javanese tempe 


| emerges out of a long, mannere 


tion. Much of this reflects the 
etiquette of vanished kingdoms, 
the vanished scribes who note 
vanities and attributes. Aft 
Chinese, Indians and Japanese, 
million Javanese can claim to 
fourth largest cohesive, homog 


| "Asian" collectivity, And thou 


type of numbers game says littl 
self, the magnitude of Java’s 1 
might find a modest reflectio 
more exalted role for its languag 

The artefacts seem safe c 
Temples are being restored and t 
tons of Yogyakarta and Solo w 
enough government maint 
money to continue sporting a re 
Javanese matrons will still insist: 
ing their daughters (and in som 
their sons) acquire the manne 
dences of courtly dancing, a 
gamelan will continue to enchi 
older generations at least, out o 
of the "pop Melayu" blasting 
portable radios and cassette play 

But in Bahasa Indonesia rote 
ing, audible from Magelang's 
schools, a more fundamental ch 
to this graceful civilisation swell 
the language, with all its; yes, 
touches and embellishments finc 
appears, the remaining Javanese 
will become nothing more than г 
regional argot. Magelang's ct 
heirs to a great tradition, shoul 
the chance to learn the script. TI 
ernment, no stranger to the Ja 
temperament, should make sui 
do. — Jam 
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^My Rolex will be my life-long partner" 


Itwasa cold Janu: гу in New 
York in 1976 when the bright 
lights of inter national sté ardom 
rst shone on Yoko Morishita. 
In its review of her incredible 
performance with the American 
Ballet Theatre, The New York 
Times ventured a prophecy. 
"Perfect positioning, impeccable 
balance =“ һег every gesture 
guarantees Yoko Morishitas 


destiny as a classical ballerina.” 


Today the international ballet 
world is indeed aware of Yoko 
Morishita. She has now danced 
with such brilliant partners as 
Fernand Bujones, Jorge Donn, 
Balee Inharm and the great 
Rudolf Nureyev. Such classic 
pairings are a measure of Yoko 
Morishitas superb technique, 
which 15 winning her an ever- 


| Ul Y | 


HE ROLEX ADY-DATEJUS 


OO LW SAY 


[CHRC 


growing following. 

Though gifted with enormous 
natural "talent, Yoko Morishita 
disdains terms of adulation such 
She sees the attain- 
ment of perfection as a struggle 


as “genius”. 
of ceaseless effort, unwavering 
intensity. 

"I wear out a pair of toe shoes 
"Human 
muscles have a short memor "y, SO 
daily pré actice is important to 
me. If I miss one day: s practice, 


every day; she Says. 


I notice the slack. If I miss two 
days, my partner notices. [f | miss 


three days, the audience notices.’ 


Before every performance 
Yoko Morishita asks someone 
in the wings to give her a quick 
critique. In this way her efforts 


ЕТТ. 


INOMETER WITH TRIDOR BRACI 





to improve extend into her actu- 
al performance. It was dedica- 
tion of this order that made her, 
in 1985, the first. Japanese to win 
Ww hat i 1S considered the highest 
honour a dancer can receive — 
the Laurence Olivier Prize. 

But even this, the most pr ized 
of her awards, only inspired 
Yoko Morishita to become even 
better. “I hope that I continue 
to work with excellent dancer 
she said. "Its a very good way 
for me to improve.’ 

Yoko Morishita has another 
not mentioned in the 
her Rolex Lady- 
This watch does not 


partner, 
programmes: 
Datejust. “ 
merely keep time, it is also ex- 
quisitely g graceful/she «tif 


told us.' ТЕШ be W 
my partner for life.” ROLEX 


of Geneva 
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COMPANIES: 


Takahashi 15 Dream 


MALAYSIA: 


Brewing up a Giant 


JAPAN: 


The Business of Blood 
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Every day Concorde does what we de- 
signed it to do — fly passengers at twice the speed 
of sound across the North Atlantic, 

It removes time and distance barriers to 
international trade and opens up more oppor- 
tunities to more companies in more nations. 

So does our 125, the world's best selling 
mid-size business jet. 

By flying its passengers directly where and 
when they want to go, it saves time and money 
and stimulates trade. 

Further proof that we anticipate and build 


JUST TWO OF 


Ee RR 


OUR PRODUCTS... 


for the needs of the future. 

Just like the Harrier the world’s first 
and still the only operational vertical take-oft 
and landing aircraft; Rapier battle proven low- 
level air defense system; 146 the world’s 
acknowledged quietest jetliner, and many 
others. 

British Aerospace today designs.and builds 
more types of aircraft, defense and space systems 
and has more ‘collaborative agreements with 
more countries than any other Company in 
the world. 


BRITISH AEROSPACE 


British Aerospace plc, 11 Strand; London. 
тейит in businesspravel: suptrsMic Concorde and the 125 business jet. Concorde has now carried over 2 million passengers and the 125 has achieved its 700th s. 
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ё THERE IS SOME PLACE 
E LIKE HOME. 


м hen you or your employees 
are traveling to the United 
States for 30 days or longer 
Oakwood Corporate Apart- 
ments are like a home away 
from home. 
Every Oakwood Corporate 
Apartment is fully furnished 
from the linens, dishes and 
televisions to maid service. We can even provide VCR's, telephone answering 
machines and microwave ovens. (And by special request, rice cookers). 
| All the comforts of home to keep you and your employees happy and 
productive when they're traveling. 
At half the cost of a hotel. 





Henry Chiu (Deputy) ALL THE COMFORTS OF 
T A RESORT HOTEL. 


Bangkok: Paisal Sricharatchanya, 
Paul Handley (2571139) 
Jakarta: Michael Vatikiotis (347814) 
Kuala Lumpur: Suhaini Aznam (2618252), 
Nick Seaward (2618244) 
London: (937-4910) 

Manila: James Clad, Jose Galang (5221808/595077) 
New Delhi: Salamat Ali (South and West Asia), 
Lincoln Kaye (676690) 
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Singapore: (2203720) 

Sydney: Michael Malik (212-3355) 

Taipei: Shim Jae Hoon, Jonathan Moore (502-2359) 
Tokyo: Charles Smith, Nigel Holloway (2708229) 
Washington: Nayan Chanda (530-8303) 


OTHER CORRESPONDENTS AND CONTRIBUTORS 
Canberra Jacqueline Rees 


Calcutta m Jayanta Sarkar 
Colombo Man de Sven 


You know what they say about all work 
and no play. 

That's why we ve built Oakwood Corpo- 
rate Apartments around a truly impressive 
recreational facility. 

Your employees can take a swim ina 
large heated swimming pool, play tennis” 


day or night on lighted courts with the 
resident pro or even enjoy a workout in 
one of the high-tech fitness centers. 
Some of our properties even offer volley- 
ball and basketball courts? 

We'll keep your employees in the same 
condition we keep the employees of 300 
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“ойын — ooh TS Relaxed. And ready to conquer the world. 


thmandu Kedar Man Singh 


ЖЕ. sens Sophie Quinn Judge “Facilities may vary by location 
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Even with all this comfort and all these business and recreational facilities, 
the cost of an average 30 day stay at Oakwood is about half of what you would pay 
at a hotel. 

And it gets even better. 

We'll bill you or your company directly or accept American Express, VISA, 
MasterCard, or Diner's Club Credit cards. 

With more than 30,000 units across America you can find some place like home 
almost everywhere you look. 

So give us a call at 1-800-421-6654 and you'll soon discover there's no place 
like Oakwood. 

Oakwood Corporate Apartments. 

A place to call home for 30 days or more. 












2222 Corinth Avenue 
Los Angeles, California 
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1-800-421-6654 Corporate 
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Zia the divider- 
Stephen Cohen’s STH COLUMN [27 
Oct.] contained several errors of fact 
and some questionable judgments. 

Soviet expansionism in Afghanistan 

was reversed by the invincible fight- 
ing spirit of the Afghan people. The 
late president of Pakistan, Zia-ul Haq. 
set himself up as “a bulwark against 
communism” for the benefit of his 
mentors in the US. I fail to see how 
the supply of sophisticated US weapons 
to the Pakistani armed forces was in- 
strumental in getting the Soviets out of 
Afghanistan. 

When US aid for the mujahideen fi- 
` nally did begin to pass through Pakistan 
several years after the Soviet invasion, a 
` considerable portion of it was skimmed 
‘off by officials. 
= Zia's contribution to Pakistani 
domestic affairs was far from positive. 
While failing to correct the worst 
excesses of the Bhutto era, such as an 
| over-regulated economy and a muddled 

| education policy, Zia created additional 
- problems. The powers of the police and 
the bureaucracy were increased without 
a corresponding measure of accounta- 
bility. 
`. Zia’s ban on legitimate political par- 
ties resulted in myriad new groupings 
based on ethnic, religious, sectarian and 
provincial interests in a country which 


already lacked a strong national iden- - 


tity. 
Zia was not made army chief to "re- 
| professionalise" the service. Bhutto 
` promoted him over the heads of several 


more senior generals only because he | 


believed that Zia would remain person- 
ally loyal to him. Bhutto was given 
ample time to regret that error. Nothing 
in Zia's military career had marked him 
as one of the great leaders of our era. In- 
deed, as an armoured corps officer and 
army chief, Zia's military service was 
notable only for its lack of combat ex- 
perience. 

But above all, no true Muslim can 
forgive Zia for his habitual falsehoods 
and his cynical perversion of justice for 
“his own ends. He forgot that the most 
. admired rulers in Muslim history were 
= those with a strong belief in the equality 
of all men before the law. 
Lahore M. I. Khan 


Arms sales report 


Bertil Lintner's article Passing in the 
dark [3 Nov.] claimed that Singapore 
had shipped 84-mm Carl Gustav rockets 
to Burma, in contravention of the li- 
cence agreement with Forenade Fab- 
tiksverken of Sweden, and that there 
was "another shipment of Singapore- 
made munitions to Burma .. . on 6 Oc- 
tober,” said by an unnamed source to 
‘contain "heavy arms ammunition: roc- 





kets and mortars and possibly other 
munitions as well,” 

The Singapore Government’s gen- 
eral policy is neither to confirm nor 
deny reports of alleged arms sales from 
Singapore, as this may jeopardise state 
security or international relations. 
However, since the Burmese Govern- 
ment spokesman Kyaw Sann has al- 
ready made a statement denying the re- 
ports of arms sales, the Singapore Gov- 
ernment can state categorically that 
none of the shipments described in the 
article ever took place. 
Singapore Ministry of Defence 

e Bertil Lintner replies: Burmese Gov- 
ernment spokesman Kyaw Sann did not 
deny that his country had received arms 


shipped through Singapore. At a press | 


conference in Rangoon on 4 November 
he simply denied that Burma had bought 
weapons secretly from Singapore: “Tt is 
normal to buy when needed . . . Any 
legal government has a right to buy 
weapons . . . It is not necessary to buy 
weapons secretly.” 

Whether the 6 October or other ship- 
ments contained Carl Gustav rockets, in 
violation of an agreement between the 
Swedish manufacturer and Chartered 
Industries in Singapore, is now being in- 
а by the Swedish attorney-gen- 
eral. 


Insensitive choice 


There were some very disturbing points 
in Emily Lau's excellent piece Sharpen- 
ing up the beaks [3 Nov.], particularly 
the treatment of magistrate Geoffrey 
Watson. The latter surely merits an in- 
quiry — if the magistrates themselves 
cannot obtain justice, what hope do the 
common people have? 


As it happened, your 3 November | 


issue hit the streets of Hongkong on 
the same day as the report of the judg- 
ment of a High Court judge concerning 
a decision. disputed by government 
prosecutors, of magistrate Marjorie 
Chui, who was also mentioned in your 
article. What may be of concern in that 
case is the choice of judge. Mr Justice 
Duffy. 

About two years ago, the local 
press reported considerable соп- 
troversy (which at the time seemed a 
little overdone and inaccurate) over 
the then imminent appointment to the 
bench of Duffy, who up to that point 
had occupied a senior post among those 


| same prosecutors. The controversy died 


down, amid officially inspired im- 
pressions that Duffy would not sit on 
cases that involved his former depart- 
ment. 

The allocation to him of Chiu's 
case now, less than two years later, 
suggests an insensitivity on the part 
of officialdom that is perhaps not 


Maj. David Ong | 











nonetheless disturbing. 


David Pyott 


new, but 
Hongkong 


The suggestion in Emily Lau's Sharpen- 
ing up the beaks [REVIEW, 3 Nov.], that 
magistrates are subject to improper 
pressure by the Legal Department to 
toe the government line or to bend the 
law is outrageous and untrue. What is 
true is that the Legal Department 
through its counsel will pursue its duty 
to the public by challenging decisions 
which it believes to be erroneous in law. 
Whether in any particular case that be- 
lief is correct or not will be decided inde- 
pendently by a court. 

But the equation of due process of 
law with the exercise of improper pres- 
sure is a sinister distortion. Its logic is as 
perverse as is the connection made hv 
the article between appointments to 
bench of highly experienced and re- 
spected directors of public prosecutions 
and alleged collaboration between the 
department and the judiciary. 

Frank Stock QC 


Hongkong Solicitor-General 


Commendable diagnosis 


1 wish to commend the REVIEW for 
publishing the eight background arti-. 
cles on Burma by correspondent Bertil 
Lintner. Information on Burma over 
the past quarter century has not been 
easy to obtain. Many people interest- 
ed in Asia were so out of touch when 
the turmoil in Burma erupted this sum- 
mer that they lacked a basis for under- 
standing and analysing what was taking 
place. 

Your reporter not only kept readers 
informed of what was taking place, he 
also attempted to put it into perspec- 
tive. In addition, his essays on vari 
aspects of the country's politics, soc — , 
and economics enabled readers to un- 
derstand better the full implications of 
current events, and why Burma under 
the military is the "sick man of South- 
east Asia." 


New Jersey Josef Silverstein 


Population problem 


I agree with the observations of James 
Clad on the population problem of the 
Philippines [COVER STORY, 20 Oct.]. 

However, one of the pictures was 
wrongly captioned as being of a "pro- 
life rally in Manila"; rather, it is a pic- 
ture depicting the devotees of the Black 
Nazarene of Quiapo, Manila, during 
the annual procession every 9 January. 

Notwithstanding that, the cover 
story focused on the need to address this 
serious issue in terms of the long-range 
implications of this population problem 
vis-a-vis its economic and moral consi- 
derations. 


Metro Manila А. М. Florendo 
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Moe HH Jordanian's new Business Class is really different 
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in national politics. Page 10. 


ШЕЛ s wes 


Be Bhutto's Pakistan People's Party (PPP) scored | 
an impressive victory in the 16 November general elec- 
tion. But lacking an absolute majority, the PPP will have to 
settle for a coalition regime when called to form a govern- 
ment. Regional editor Hamish McDonald reports that the 
election has set the scene for the military to step back from 
| Politics provided Bhutto takes note of the army's strategic 

priorities. Islamabad correspondent Husain Haqqani 
analyses the military's intentions and its future role under a 
Civilian order and explains why many party stalwarts lost 
their seats, making way for a new and younger generation 
Cover photograph by Peter Charlesworth/The Stock House. 





Page 19 
Japanese Prime Minister Takeshita's 
‘tical stature is boosted with the 
er house of parliament passing the 
tax reform package. 


Page 20 

Indonesian Foreign Minister Alatas 
visits Hanoi to try and revive Jakarta's 
Cambodian peace initiative. 


Page 21 

The Chinese army tries out its new 
Strategic concept of mobile offen- 
sives in localised conflicts. 


Page 26 

Singapore Prime Minister Lee offers 
his advice in the Australian debate on 
Asian migration and is told not to in- 
terfere. 


Page 32 

Former South Korean president Chun 

makes a public apology for misdeeds 

under his rule, but the opposition in- 

sists that he should testify at the na- 
al assembly hearings on charges 

vi vorruption and misrule. 


Philippines President Aquino cele- 
brates 1,000 days in power. 





Page 36 

Sri Lanka's troubled north-east goes 
to the polls to elect a joint council, but 
a referendum must still be held to 
confirm the merger and parties are al- 
ready jostling for leverage in case it 
does not materialise. 


Soviet President Gorbachov assures 
|ndia that his rapprochement with 
China will not affect Indo-Soviet ties. 
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Privy Council clears 
Singapore's Jeyaretnam 
The British Privy Council, in its 
publication of a ruling that Sin- 
apore opposition politician 
ў. В. Jeyaretnam was wronglv 
disbarred, expressed “deep 
disquiet that by a series of mis- 
judgments” Jeyaretnam and a 
colleague had suffered a griev- 
ous injustice. “They have been 
fined, imprisoned and publicly 
disgraced for offences of which 
they were not guilty." 
Jeyaretnam, a lawyer and 
secretary-general of the 
Worker's Party. was expelled 
from the Singapore Parliament 
in November 1986. His expul- 
sion and later disbarment fol- 
lowed his criminal convictions 
concerning party finances. The 
Privy Council ruled that those 
convictions were flawed, based 
on unsound reasoning by Chief 
Justice Wee Chong Jin. 
— Margaret Scott 


n names new 
ambassador 


Japan's Vice-Minister for For- 
eign Affairs Ryohei Murata 
will become ambassador to 
Washington early in 1989, 
coinciding with the inaugura- 
tion of the new administration 
of president-elect George 
Bush, As vice-minister since 
July 1987. he is believed to 
have played a kev role in draft- 
ing the cabinet policies of 
Prime Minister Noboru 
Takeshita, including its stress 
on closer relations with the EC. 

— Charles Smith 


Taiwan's door opens 
wider to China 

Taiwan is opening its doors 
wider to prominent scholars 
and cultural figures from 
China, and authorities of the 
ruling Kuomintang have ap- 
proved the visit of Fang Lizhi, 
China's famed astrophvsicist 
and dissident. A second invita- 
tion has gone to Tang Yishen, 
head of the Chinese Cultural 
College. for participation in 
December in ап international 
conference on metaphysics and 
ethics. — Shim Jae Hoon 


Indonesia responds to 
human-rights critics 

Indonesia has responded to 
criticism over its human-rights 
record by US groups. Counter- 
ing accusations made by mem- 
bers of a US congressional 
team in Jakarta that East 












Timor was barred to the media, 
Indonesian Foreign Minister 
Ali Alatas said: "We never ob- 
ject to any delegation visiting 
East Timor, except those non- 
governmental groups who are 
biased." The group s visit coin- 
cided with the publication of a 
comprehensive report by the 
Washington-based human- 
rights organisation, Asia Watch. 
A group of 379 Indonesian 
MPs also signed a petition re- 
jecting a recently published let- 
ter by more than 200 con- 
gressmen to US Secretary of 
State George Shultz on human- 
rights issues in East Timor. 

— Michael Vatikiotis 


Australia renews US 

stations agreement 

Announcing a 10-year renewal 
of an agreement with the US 
over the operation of joint 
facilities at Pine Gap and Nur- 
rungar in the Northern Ter- 
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ritories, Australian 
Minister Bob Hawke on 
November confirmed officially 
for the first time that one of the 
roles of the stations is collect- 
ing intelligence data. In future, 
Australians will become de- 
puty managers of both estab- 
lishments and provide 30% of 
staff. assuring access to all in- 


formation gathered. said 
Hawke. — Michael Malik 
Malaysia appoints a 


new lord president 
Malaysia's Conference of Rul- 
ers confirmed the appointment 
of Tan Sri Abdul Hamid Omar. 
the chief justice of Malava, as 
the new lord president on 10 
November, with immediate 
effect. Hamid succeeds Tun 
Mohamed Salleh Abas. whom 
the king sacked on 7 August for 
alleged gross misbehaviour. 
The next most senior judge, 
Tan Sri Hashim Yeop Sani, has 
taken over Hamid's duties on 
an acting basis. 

— Suhaini Aznam 











BUSINESS 


Money floods into 
Taiwan offshore fund 


One of Taiwan's four fund 
management firms, Kwang 
Hwa Securities Investment and 
Trust, launched Taiwan's first 
overseas investment fund on 17 
November. The fund, the 
Kwang Hwa Global Fund, is 
the first of its kind since Taiwan 
lifted foreign-exchange con- 
trols in Julv 1987. The fund 
sold out its US$40 million limit 
in a single day. Taiwan's other 
three fund management com- 
panies are to launch similar 
funds in the next two months. 
The funds, which will be man- 
aged by the local firms and 
their foreign advisers, may in- 
vest in markets in 20 countries. 

— Jonathan Moore 


Thai workers threaten 

strike over wage offer 

Thai labour unions accepted 
the governments new 
minimum wage of Baht 78 
(US$3.11) a day, though short 
of their earlier demands. 
Unions had demanded the 
Bangkok-area daily wage be 
lifted from Baht 73 to Baht 80, 
against the government's prop- 
osed rise to Baht 76. However. 
state enterprise unions were 
threatening а mass strike un- 
less the government raised 
their Baht 1.8 billion wage 
package offer to meet the 
unions Baht 2.8 billion de- 
mand. — Paul Handley 


Hongkong's Hopewell wins 
Philippine power contract 

Hongkong-based Hopewell 
Holdings, run by high-flving 
entrepreneur Gordon Wu, has 
won the Philippines’ National 
Power Corp. (Napocor) con- 
tract to supply a 200-mW gas 
turbine power station to beef 
up electricity-generating capa- 
city for Manila. The govern- 
ment must still formally ap- 
prove the contract. To avert 
power shortages, Napocor is 
contracting private suppliers to 
build and operate power 





CORRECTION 
Toyo Menka Kaisha (TMK) 
originally bid Baht 1.07 billion 
for a Thai telephone cable con- 
tract, not Baht 1.23 billion as 
stated in An exchange of words 
(Review, 24 Nov.). Siemens 
bid Baht 1.23 billion. The final 
value of the contract signed by 
TMK was Baht 1.21 billion. 












plants, which are then to be 
sold to the state-owned corpo- 
ration after the original invest- 


ment has been recovered. 
Quick-starting gas turbines are 
being sought to fill generation 
gaps in the system of existing 
oil-fired thermal plants. 

— Jose Galang 


epo MT 
to pay more to C 

From July 1989, Singapore em- 
plovers will have to contribute 
more to the Central Provi- 
dent Fund. Their contribu- 
tion will rise four points to 
16% , while that of workers will 


| be cut by two points to 24%, 
















The government plans further 
adjustments before 1991 to 
achieve the target of 20% ¢ 
from employer and employ 
Meanwhile, the govern- 
ment also intends to tighten 
controls on foreign workers 
who have filled more than half 
of the new jobs in manufactur- 
ing this vear. The monthly levy 
for most foreign workers will 
rise to S$200 (US$102.72) from 
1 January 1989, an increase of 
S$30, and another S$50 from 1 
July. However, the ceiling on 
foreign workers allowed in a 
firm will be reduced to 40% of 
the workforce, from the pre- 
sent 50%. — Ellen Salem 


North Korean products 

to be exhibited in Seoul 

South Korea’s Hyundai De- 
partment Store will stage an 
unprecedented exhibition of 
North Korean products during 
December. Included will be 
photographs of North Kore 

well as marine products 

ginseng. The exhibit follows 
the recent announcement that 
Seoul will encourage trade with 
North Korea. Since ties with 
socialist states began to be en- 
couraged at the start of 1988, 
several stores have had exhibi- 
tions on China and the Soviet 


Union. — Mark Clifford 
Vietnam devalues 
dong by 86% 


Vietnam devalued its currency 
by 86% , from Dong 368:USS1 
to Dong 2,600:US$1, on 10 
November and authorised the 
state bank to adjust the ex- 
change rate in line with 
changes in inflationary pres- 
sures, Agence France Presse 
reported. Vietnamese есо- 
nomists estimate Vietnam's 
inflation rate at 700- 1,000956 . 
The new exchange rate is al- 
most double the dong's black- 
market value of 4,500. 

— Hurray Hiebert 
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| MILITARY RAPPROCHEMENT | 
Sino-Soviet military relations — 
suspended in 1960 — are thought 
likely to recommence within a year of 
the Sino-Soviet summit, expected in 
the first half of 1989. Although 
formal discussions on re-establishing 
military contacts have not yet begun 
and will not be discussed at the 
summit, Peking has re-established 
low-level military links with several 
East European states, which is seen 
as a positive indicator that Sino- 
Soviet military ties will follow. 
Contacts initially will be limited to 
predominantly educational 
exchanges, but defence-minister 
level visits could take place as early as 
a year after the resumption of 
"^fence ties. 


viDENING HORIZONS 
Hongkong's Cathay Pacific Airways 
is expected to announce soon a series 
of orders and options which could 
bring its total new aircraft on order to 
42, worth up to US$4.53 billion. 
Cathay already had four ultra-long- 
үре Boeing 747-400s on firm order, 
each worth about US$125 million, 
plus five options for 1989-91 delivery, 





and is about to convert one option 
into a fifth firm order. The airline 
expects to take delivery of the first of 
its new 747s by about May next year. 
It has recently taken nine further 
options for 1992-93 at about 
$$400,000 each. And up to 12 firm 
orders and 12 options are expected to 
replace Cathay's Lockheed Tristars 
from 1994-95 — the basis of an intense 
battle between Europe's Airbus 
"ustrie, with its twin-engined A330 
bout US$85 million each, and 





McDonnell Douglas of the US, with 





its three-engined MD11 at about 
US$95 million each. 


UNUSUAL DEBT SWAP 

The Manila-based Haribon 
Foundation and the World Wildlife 
Fund (US) are in the process of 
completing Asia's first debt-for- 
nature swap with the Philippine 
Government. Some US$2 million of 
the country's debt will be forgiven by 
creditor banks and passed to the fund 
for the purchase of a site on the island 
of Palawan, to be set aside by the 
government as nature reserves. 


BACK IN FAVOUR 





Retired 
lieutenant- 
general Rafael 
Ileto, who was 
Philippine 
defence secretary 
until his 
replacement by 
Gen. Fidel 
Ramos in 
January, is tipped 
to be offered the 
position of national security adviser 
to President Corazon Aquino. The 

osition has been vacant since 

manuel Soriano resigned earlier this 
year after denying charges of financial 
irregularities. If eto gets the job, it 
will indicate Aquino has forgiven him 
for his brief disappearance during the 
abortive military coup in August 
1987. 


LIMITED EXPRESSION 

The military regime in Burma is 
planning to allow the publication of 
up to seven privately owned 
newspapers, which will be allowed 








[n 





| criticising directly or indirectly the 





limited freedom, subject to their not 


former leader Ne Win, or the armed 
forces. Burma currently has only one 
newspaper, the government-owned 
Working People's Daily, published in 
Burmese and English. One of the new 
publications will be issued by the 
National Unity Party, the renamed 
ruling Burma Socialist Programme 
Party. The others will bé issued by 
either private publishers or by some 
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of the newly formed political parties. 
MAKINGDO . 
Making up for an ap shortage 





of road-building equipment, North 
Korean engineers en using 
vintage T34 battle tanks in the 
construction of a multi-lane 

expressway between 
the southern town 
demilitarised zone, N 
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have pulled b: 
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Vietnamese 
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Vietnamese have refused to; 
because the rugged terrain in the 
tri-border vicinity continues to be 
used as an infiltration route by both 
Cambodian and Lao resistance 
groups. 











THE WEEK 











AFGHANISTAN 

Two diplomats who accompanied Prime 
Minister Sharq on a mission to the UN de- 
fected to the US (/8 Nov.). 


BURMA 

The country's military leaders extended 
until the end of the vear a deadline for dissi- 
dent students who fled to border areas and 
want to return (/7 Nov. ). 


INDIA 

Prime Minister Gandhi and Soviet Presi- 
dent Gorbachov signed a statement calling 
on the UN to implement immediately a re- 
solution on Afghanistan that calls for an end 
to foreign interference (27 Nov. ). 


MALAYSIA 

The transit camp for Vietnamese ref- 
ugees at Pulau Bidong will soon be closed 
and all new refugee arrivals will be turned 


| 


| 





away, said Foreign Minister Abu Hassan (22 
Nov.). 
! 


NORTH KOREA 

Premier Li called for urgent talks with the 
South on removing US troops and reducing 
their defence forces to ease tension (7 
Nov.). 


PAKISTAN 


Benazir Bhutto and her Pakistan 


| People's Party emerged with the most seats 


from the national assembly elections but 
failed to secure a majority. The PPP won 92 
seats and conservative rivals the Islamic 
Democratic Alliance will be the second 
largest party in the legislature with 55 seats 
(18 Nov. ). 


PHILIPPINES 
Former president Ferdinand Marcos and 
his wife Imelda provided the US authorities 


| 
| 
| 
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| 





with fingerprints and voice samples in coti 
pliance with a federal court order (27 Nea) 


SOUTH KOREA 

Officials from both North and South met 
at the border village of Panmunjom and plan 
to meet again on 15 December (18 Nov. 4. 


SRI LANKA 

At least 22 people were killed in a fresh 
wave of violence involving anti-government 
rebels in the south {J8 Nov). Two Tamil 
groups captured 18 seats and a Muslim party 
won 17 seats in elections for a council 
joining Northern and Eastern provinces ( 27 
Nov. ). 


TAIWAN 

The cabinet proposed offering hbonusesot 
more than five years’ salary to tempt into re 
tirement elderly lawmakers elected on the 
Chinese mainland 40 years ago (/8 ] k 
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Poised for power, the PPP must accommodate army's priorities 


Benazir's big moment 


By Hamish McDonald in Islamabad 


Less than three 
months after his death 
in a still-mysterious 
plane crash, the poli- 
tical legacy of military 
ruler Zia-ul Haq 
seems written in sand. 

Benazir Bhutto, re- 
viving the populist appeal of her exe- 
cuted father, was poised to form a gov- 
ernment after Zia’s heirs trailed behind 
her Pakistan People's Party (PPP) in the 
16 November national assembly elec- 
tions. 

After an 11-year period in which Zia 
asserted his legitimacy on the basis of 
his Islamic faith and his power through 
an army he commanded to the end, 
Pakistan's dormant and cowed institu- 
tions have cautiously emerged as the 
mechanisms of government. The con- 
duct of the election was remarkably 
free of violence, producing an overall 
result that has been accepted by all par- 
ties and has set the conditions for the 
military to step back from politics — 
provided Bhutto takes note of its 
strategic priorities. 

For Bhutto herself, the election has 
been a remarkable vindi- 















PPP government, though its rival, the 
Islami Jamhoori Ittehad (IJI, or the Is- 
lamic Democratic Association, a coali- 
tion of nine conservative and Islamic 
parties associated with Zia) had not re- 
nounced hopes of winning over repre- 
sentatives from minor parties. 

Many senior figures in the IJI failed 
to win seats, leaving the relatively unim- 
pressive acting chief minister of Punjab, 
Nawaz Sharif, as its only possible candi- 
date for prime minister. 

Some opponents rationalised that by 
conceding the government to Bhutto 
now, the magic of her father's name 
would be used up. In future tests, which 
the IJI could mount in short order from 
its various power centres, she would be 
judged on her own abilities. Nor would 
a PPP government be able to effect radi- 
cal change, given entrenched bureau- 
cratic power and the numbers of 


“feudal” figures it used as candidates for 
their command of rural and industrial 
"vote banks." 

The campaign saw both parties claim 
adherence to major national priorities. 
Bhutto dropped any lingering anti- 
Americanism that had been her Fat 


her's 








cation, coming only 30 
months after her return to 
Pakistan from years of 
exile in Britain. She has 
revived the old PPP party 
faithful, while quietly 
backing away from the 
socialist policies of her 
father that worried the 
middle class and business 
groups. (Her father, Zul- 
fikar Ali Bhutto, was 
hanged in 1979, more 
than a year after Zia had 
ousted him in a coup.) 
Bhutto has also coun- 
tered prejudice against 
her as a woman. 

Acting President 
Ghulam Ishaq Khan call- 





Bhutto with supporters: vindication. 





to promote him as a shaheed, or martyr 
to Islam, to match memories of Zulfikar 
Bhutto do not appear to have taken 
hold. In Punjab, relatively few Zia por- 
traits figured in IJI publicity, and else- 
where hardly at all. 

The election was preceded by a Su- 

reme Court decision to suspend a La- 
nore High Court judgment allowing use 
of alternatives to official identity cards. 
Given that a post-election judgment will 
be redundant, the Supreme Court deci- 
sion caused speculation about polit 
pressure on the court. The enforcer 
of the ID card rule set an inherent anti- 
PPP bias, given that many of its illiterate 
rural constituency do not need them in 
daily life and therefore had never 
applied for them. 

Many thousands were unable to ob- 
tain new cards in time. Although ID card 
offices were kept open until midnight on 
14 November, no extra officials or 
streamlined procedures were applied. 


B the event, the voter turnout was 
down to about 40% of the 48 million 
people of voting age, compared with 
52% in Zia's 1985 party-less elections. 
In the closely fought Pun- 
jab, the PPP alleged that 
in selected electorates, 
ballot boxes were re- 
moved and replaced 
while PPP observers were 
abducted. 

The PPP claims the 
card decision and sim... 
manoeuvres may have 
cost it 15-20 seats, and 
therefore an absolute 
majority. But the result 
brought the party so close 
to power that Bhutto ac- 
cepted the result overall, 
while retaining the option 
to complain to the elec- 
tion authority about spe- 
cific incidents. 

The election gave the 





ed party leaders to Is- 
lamabad over 22-24 November to brief 
him on the formation of alliances. In the 
absence of an outright majority for any 
party, the president has the prerogative 
to call upon any leader to try to form a 
government, but it was thought unlikely 
that after letting democratic processes 
proceed so far Ishaq Khan would look 
beyond Bhutto. 

Within a few days of the election, Is- 
lamabad official and military circles ap- 
peared to be reconciling themselves to a 








platform and eschewed any idea of 
further nationalisation of the economy. 
Both sides pledged to adhere to Islamic 
ways, continue support to the Afghan 
resistance and maintain a strong mili- 
tary. The secret nuclear-weapons re- 
search at Kahuta figured prominently, 
the IJI accusing Bhutto of wanting to 
scrap Pakistan's nuclear option. 

One notable absence trom the cam- 
paign was prominent invocation of the 
name of Zia. Attempts by his admirers 


PPP 92 of the 205 Muslim 
seats contested (in two others the death 
of candidates caused postponement), 
while the IJI won 54. (A further 10 seats 
will go to representatives of minority 
religions, while 20 Muslim women mem- 
bers will be chosen by the elected nation- 
al assembly members.) The IJI failed to 
win any seat in Sindh province, and 
trailed the PPP 44 seats to 52 in Punjab. 
In the less populous North-West Fron- 
tier Province (NWFP) and Baluchistan, 
it was outnumbered by minor parties. 
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Elections for provincial assemblies 


1 гоп 19 November tempered the PPP's 


success, however. The party won а 
majority in Sindh as expected, but 
trailed the IJI 94-108 in Punjab, 20-28 in 
the NWFP and 3-8 in Baluchistan. Even 
so, the IJI did not achieve outright 
majorities in any province, leaving open 
the possibility of PPP coalitions. 

The setback in Punjab, however, 
raised the likelihood of a PPP central 
government having to deal with bitter 
enemies in charge of the biggest pro- 
vince. This may have given Ishaq Khan 
pause for thought. 

In the negotiations with the minor 
parties, the PPP seemed to have a good 
chance of securing support from two 
large blocks. On 21 November, Bhutto 
visited Altaf Hussein, leader of the newly 
emerged Muhajir Qaumi Movement 
(MOM), which represents Muslims who 
arated from India when the Subconti- 

ıt was partitioned, and appeared to 
make progress towards getting support 
from his 13 representatives. 

Another potential coalition partner 
is the Jamiat-i-Ulema-Islam's anti-Zia 
faction, which won seven seats in the 
NWFP and Baluchistan. 

When, and if, the PPP forms a gov- 
ernment, Bhutto will find her powers to 
effect change severely circumscribed. 
Things are very different from when her 
father became prime minister in late 
1971 at the end of a long period of mili- 
tary rule in which economic policies had 
stressed growth and virtually ignored 
distribution. 

Pakistan has enjoyed relatively good 
years recently from the US$3 billion re- 
mitted annually by Pakistanis working 
in the Middle East and elsewhere, most 
of which has permeated through to the 
villages. With low oil prices, this flow of 
funds is weakening. Additionally, 
Patto will have to nurture Pakistan's 

itionship with Saudi Arabia if its sub- 
stantial aid is to continue. 

The composition of her party will 
also be different. Her numbers may be 
bolstered further by defectors from the 
IJI but, as PPP political adviser Zafar 
Ali Ujan points out, the large number of 
rural landlords on the PPP team will 
hinder social reforms. One economic 
priority, for example, is to widen the na- 
tional revenue base by taxing the 
hitherto exempt rural sector (which ac- 
counts for 26% of the GNP). Even Zia's 
civilian government had been forced to 
back off such an attempt in 1986. 

While the next Pakistani Govern- 
ment is unlikely to change national 
policies radically, most of the those who 
will run the government and parliament 
will be new politicians. Most of the es- 
tablished politicians from all parties 
were swept aside in the election and a 
whole new generation of political un- 
knowns has gained power. Who among 
those will occupy which ministries and 
parliamentary committees remains un- 
certain. 














Zia's deep distrust of politicians. 
matched throughout the army, meant 
few institutional changes took hold. The 
Islamisation of the law and society may 
have been superficial and seems likely 
to be allowed to lapse. Even Zia was un- 
able to get Muslim sharia law through 
his national assembly. "If there is going 
to be a Zia legacy," said a senior 
diplomat, "it will be Afghanistan and 
the eventual success of the mujahi- 
deen.” 


t will be the military Bhutto will have 

to watch most carefully. Instead of 
the demoralised, defeated Pakistan 
army after East Pakistan seceded to 
form Bangladesh in 1971, she will have 
to deal with an organisation used to 
exercising power which will expect va- 
rious policies to continue. Among the 
most important policies to the military 
are: continued support for the mujahi- 
deen in Afghanistan, no interference 


| with the military budget and sup- 
| port for the relationship with the 


They would also not want her to give 
up the nuclear-weapons option without 
Indian reciprocation. Support for the 
Palestinian cause and other Arab world 
issues are also issues some would like to 
see continued. 


a flawed father 


hile renouncing intentions to 
punish those who took part in the 
conviction and execution of her father 
in early 1979, Benazir Bhutto has indi- 
cated she wants some form of inquiry to 
set the record straight. President Zia-ul 
Haq’s death in August has removed the 
main object of her consuming anger in 
any case, though many of the other offi- 
cials, military men and judges involved 
must still be serving. 
And when the national assembly 
meets, Bhutto will see on the opposition 


| benches (assuming she forms the gov- 


ernment) an Islamic Jamhoori Ittehad 
(HI, or Islamic Democratic Alliance) 
member called Khizar Hayat Kasuri, a 
son of the man whose murder was alleg- 


| edly carried out on the orders of her 
| pen Zulfikar Ali Bhutto. No one on 
| the 


pro-Zia side is yet admitting 
Bhutto's claim that her father was 
framed for the murder. 

The inquiry may be left to a seminar 
which lawyers close to the Bhutto family 


| are planning to hold on the 10th an- 
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Bhutto thus appears to be limited to 
continuing foreign policy. In the аб 
portant relationship with India, analysts 
such as retired lieutenant-general A. T. 
Akram — who heads Islamabad's Insti- 
tute of Regional Affairs — see little 
prospect of change while Rajiv Gandhi 
remains Indian prime minister. 

On the other hand, Akram and sev- 
eral others believe the military is re- 
lieved to be able to step back from poti- 
tics, believing that its prestige has been 
damaged by the long years of martial 
law. "The army is back where it wants to 
be," Akram said. "The army is not 
going to interfere in politics unless the 
process is going to collapse again." 

It is unclear how much of a legacy 
Zia left in the military. His period was 
noted for an Islamisation of the ser- 
vices, with religious piety a factor in 
promotions and the mullahs put in the 
front lines almost to play the role of re- 
ligious commissars. A more "profes- 
sional" commander might try quietly to 
reverse this. 

That several of Zia's key command- 
ers died with him has also allowed the 
present military leaders more freedom 
in the retreat from politics. “We are in 
situation по one could have expected 
three or four months ago," said Rasul 
Rais, a political: scientist at Quaid-i- 
Azam University in Islamat 
army is using this for the restoration of 
their prestige i es of civilians. 
With the death hey have been re- 
lieved of a lo! | 
For them it is 
again with a cle 




























Coming to terms with — 


niversary of the execution next year: Ts- 
lamabad lawyer Amina Piracha said the 
record needed to be cleared up about à 
case that had been a great setback to The: 
Pakistan judicial system. Aside from 
questions of evidence, many points of 
law had been abused — such as the carry 
ing out of an execution on a 4-3 split 
ruling by the Supreme Court. 

Pledges that any government of hers 
would not try to carry out its own purge 
of vengeance have formed part of the 
guarantees Bhutto has felt obliged to 
keep the political processes open. But 
such inquiries can develop a momentum 
beyond the control of their instigator. 

Bitterness about the Zia years runs 
deep among the many professionals and 
political activists who were imprisoned - 
(and in several cases flagged) in- his 
time. "I cannot say a good word about ^ 
him,” said one of the dozens of jour . 
nalists jailed in Zia's early crackdown. 
“For a journalist it was torture under | 
Zia for 11 long years.” | 

One of Zia’s victims was REVIEW | 
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correspondent Salamat Ali, who was 
sentenced to one year's rigorous impri- 
sonment by a military court in Novem- 
ber 1979 for an article deemed “inflam- 
matory and detrimental to the well- 
being and unity of Pakistan." After in- 
ternational pressure, he was released 
after five months. 

But there are also bad memories of 
the Zulfikar Ali Bhutto years. Bhutto's 
father was authoritarian as well as 
populist, as mone to grandiose and 
wasteful ego displays as any of this cen- 
tury's political showmen, 

Zulfikar Ali Bhutto closed down cer- 
tain newspapers critical of his govern- 
ment, and retained the National Press 
Trust, the vehicle by which the govern- 
ment runs a stable of newspapers and 
censors others. His government passed 
constitutional amendments which limit- 
ed rights to free association, empowered 
the government to ban organisations 
deemed to be against the "sovereignty 
and integrity of Pakistan" and allowed 
indefinite detention 
without trial of per- 
sons deemed to be act- 
ing against the security 
of the state. 


m Federal Security 
Force he estab- 
lished degenerated 
into a (огге of 
stormtroopers used 
against political oppo: 
nents. Enough Pakis- 
tanis were convinced 
that his government 
had rigged the elec- 
tions of 1977, to force 
him to concede to call 
new elections (though 
Zia's coup intervened 
before they could be 
announced). 

Little in anything 
Bhutto has said in her 











Jubilant PPP supporters outside 








All eyes on the army 
but generals mark time 


By Husain Haqqani in Islamabad 
Pakistan army chief 
of staff Gen. Aslam 
Baig is currently the 
most widely praised 
man in Pakistan. Dur- 
ing and after the elec- 
tion campaign, most 
S politicians acknow- 
ledged his support for constitutional 
rule and democracy. These statements 
have reflected the over-riding reality of 
Pakistani politics: after three decades of 
military intervention, no civilian gov- 
ernment can expect to rule the country 

without the military's backing. 
The military has so far given full sup- 
port to President Ghulam Ishaq Khan's 








BUR Y h 4 ih i 3 
r a 
party headquarters in Islamabad. 





кей as recently аз August, no 
onger makes anti-military remarks. 

Instead, she has been trying hard to 
reassure the army that its major foreign- 
policy and defence concerns will not be 
affected if she comes into power. Baig 
and other senior commanders seem pre- 
pared to accept Bhutto's word for the 
moment, ensuring the transfer of power 
to Bhutto if she can secure the support 
of a majority in parliament. 

The military's view is that it will re- 
strict its role to defending the country, 
leaving the dece. denn government to 
election politicians. The generals say thev 
have only intervened in politics in exe 
tional circumstances, and that if a stavic 
constitutional govern- 
mentis in place, they have 
no reason to intervene. 

But the results of the 
general election have pro- 
duced a situation which 
makes a stable civilian 
Кеке unlikely. The 

PP failed to gain an abso- 
lute majority in the na- 
tional assembly, parlia- 
ment's lower house, forc- 
ing it to seek coalition 
partners. Its inability to 
form governments in three 
out of four provinces fur- 
ther complicates matters. 

One proposal, put for- 
ward by Baig, is for a 
broad-based government 
— possibly including both 
the PPP and its conserva- 
tive rival, the Isk 
Jamhoori Ittehad (IJI, or 





30-month campaign 
suggests she has mentally confronted 
the bad side of her father’s record. 
Those who have read her forthcoming 
autobiography Daughter of the East say 
it dwells on the terrible ordeal of her 
father. This is understandable, both 
from a personal standpoint and from 
political logic. 

At the family house in Larkana, the 
Zulfikar Ali Bhutto years in power are 
preserved in aspic. Across from the blue 
and white sprawling bungalow, past 
lawns and rose gardens tended by 
numerous servants, the guest quarters 
contain photographs and mementoes of 
him shaking hands with the great politi- 
cians of the 1970s. 

If Bhutto does want the underside of 
the Zia period turned up to the light — 
the jailings, executions, floggings, he- 
roin-racketeering and all — she must 
expect demands that she herself ac- 
knowledge her own mixed legacy. 

— Hamish McDonald 





holding of nationwide elections, and 
Baig has repeatedly said the armed 
forces will not interfere with the forma- 
tion of a future civilian government. But 
there is little support among the armed 
forces’ senior ranks for Benazir 
Bhutto’s Pakistan People’s Party (PPP), 
which in turn remains suspicious of the 
military leadership. 

Sceptics believe the military is just 
marking time, while others blame be- 
hind-the-scenes manoeuvring by politi- 
cians with military links for the PPP's 
difficulties in immediately forming a co- 
alition. Senior military officers say the 
army does not want to intervene in poli- 
tics because it wants to avoid the kind of 
anti-military sentiment that always re- 
sults from military rule. 

Support for the constitutional pro- 
cess has indeed restored the military's 
prestige. Even Bhutto, whose support- 
ers were shouting slogans branding 
friends of the military as "traitors to the 





Islamic Democratic Al- 
liance). This proposal has not been re- 
ceived favourably by either party, mak- 
ing a weak coalition seem inevitable. 

The inherent instability of the civi- 
lian government will necessitate greater 
support from the military, especially in 
the event of outbreaks of violence. This 
would, in turn, make it difficult for the 
armed forces to dissociate completely 
from non-military affairs even if they 
wanted to do so. 

As it is, the military cannot accept 
undiluted rule by Bhutto and the PPP. 
The party is considered anti-military be- 
cause of its hostility to the armed forces 
under the late president Zia-ul Haq and 
its leftist orientation, which Bhutto has 
tried her best to minimise. The involve- 
ment of Bhutto's brother Murtaza in al- 
leged terrorist activities backed by 
Libya, India and Afghanistan has led to 
charges of the PPP maintaining anti- 
Pakistan foreign links. 

At present there are four crucial 
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areas of policy where the 
military would not accept 
any major changes. These 
include: support for the 
Afghan resistance; con- 
tinuation of Pakistan's nu- 
clear pope: rejec- 
tion of India’s regional pre- 
eminence, and an 
adequate budget alloca- 
tion for defence. Having 
decided not to intervene in 
politics directly, the mili- 
tary would prefer civilian 
leaders willing to work in 
partnership with itself. 


he government should 

also not be seen as 
jeopardising the military's 
institutional objectives. As 
a high-ranking military 
officer told the REVIEW: 

* are not asking forincreasesin salary 
u, plush jobs for ourselves. We only want 
to be allowed to pursue what we consider 
policies in the national interest, without 
unnecessary interference.” 

Bhutto's public position on all four 
issues at present is tailored to be ac- 
ceptable to the military. But she could 
change once she assumes power, by 
which time it would be too late for the 
army to influence policy without taking 
over. The military would clearly have 
preferred an IJI government and would 
probably still consider the PPP's sharing 
of power with the IJI a lesser evil. 


Apart from the military, Bhutto's 
claim to power is also threatened by the 
country's Islamists. Islamic hardliners 
remain opposed to a woman becoming 
head of state, and any attempt by 
Bhutto to reverse Zia's Islamisation 


programme will also meet resis- 
tance. 

Despite limited electoral strength, 
Islamist groups command considerable 
street power, which could easily be 
mobilised if an Islamic issue is raised. 
The IJI's election campaign depended 
heavily on religious slogans, and Zia's 
rule considerably enhanced the influ- 


Ousted old-guard makes 
way for a new generation 


€ olitical leadership passed from one 
generation to the next during the Pa- 
кімап general election. Leaders of all 
major parties in the new parliament are 
either in their late 30s or early 40s, includ- 
ing Benazir Bhutto of the Pakistan Peo- 
le's Party (PPP), Nawaz Sharif ofthe Is- 
amic Jamhoori Ittedad (IJI — Islamic 
Democratic Alliance) and Altaf Hussein 
ofthe Muhajir Qaumi Movement (MOM ). 

Several previously influential politi- 
cians failed to get elected and many po- 
litical parties and factions were also 
wiped out. Regional groups other than 
the MOM also suffered a setback. 
While the election results were inter- 
preted as reflecting a general desire for 
change, specific reasons could be iden- 
tified for the defeat of certain individu- 
als and parties. 

Major establishment politicians in 
Sindh, including IJI chairman Ghulam 
Mustafa Jatoi and former prime minis- 
ter Mohammed Khan Junejo, lost in a 
wave of regional sentiment. The PPP 
campaigned on a regional theme in the 
province and evoked massive sympathy 
for the memory of Bhutto's father, Zul- 
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fikar Ali, hanged by the regime of the 
late president Zia-ul Haq. Punjabi 
domination within the armed forces was 
also a major target and “collaborators” 
of the military were accused of being 
willing instruments in the hands of the 
Punjabi elite. 

The MOM sweep in urban Sindh en- 
sured that muhajir politicians belonging 
to national parties also were not re- 
turned to the new national assembly. 
The muhajirs are Muslims who mig- 
rated to Pakistan from India at the time 
of the Subcontinent’s partition in 1947. 

An important effect of the results in 
Sindh was the removal from the scene of 
political stalwarts who were seen as 
obstructing new ideas within their par- 
ties or ideological grouping. 

Two other significant casualties in 
Sindh were Junejo’s religious-political 
mentor Pir Pagara and Shah Ahmed 
Noorani, head of the sectarian Sunni 
Muslim party, Jamiat Ulema Pakistan. 
Both were major media figures who 
shifted alignments and influenced na- 
tional politics disproportionate to their 
support. 

















ence of Islamic activists. 
Some Islamic groups have 
support within the armed 
forces, and all conserva- 
tives are ready allies of the 
Islamists in confronting 
any liberal-leftwing coali- 
tion, 

For the moment, the mi- 
litary’s policy preferences 
and the Islamists’ ideologi- 
cal interests are protected 
by the delicate balance of 
power resulting from the 
election. Opponents of con- 
stitutional changes intro- 
duced by Zia do not com- 
mand the majority in par- 
liament needed to amend 
the constitution, meaning 
the future government has 
to operate under rules 
made by Zia. 

An overwhelming IJI majority in 
parliament's up er house, the senate, a 
result of the PPP’s boycott of non-party 
polls held in 1985, ensures that no legis- 
lation reversing any aspect of Islamisa- 
tion is likely to be enacted. 

Most political observers are betting 
on another general election within a 
year or two, failing which Pakistan 
could be stuck with a succession of weak 
coalitions kept together through 
machiavellian manipulation. Ironically, 
that is exactly the way the country’s 
politics used to be before the military 
first intervened in 1958. ü 





Pagara had thrived on his image as a 
powerful feudal politician with firm 
roots in his district and had often pro- 
jected himself as the strongest pro-es- 
tablishment Sindhi. He had secured the 
prime ministership for Junejo during 
the Zia regime and was instrumental in 
causing the break between Junejo and 
Zia. He acted as kingmaker for the past 
several years and was accused of un- 
scrupulous manipulation by conserva- 
tive politicians and military figures. 

But now, having failed to win his 
own seat, Pagara can no longer act as 

ower-broker in the Pakistan Muslim 
Feces (PML) — the main party within 
the IJI. The PML can now organise it- 
self under younger politicians like 
Sharif who are conservative in ideology 
but quite modern and pragmatic in 
style. Similarly, Noorani’s ability to act 
as a spoiler in the attempted unification 
of ae at parties has also been con- 
tained with his defeat in a Karachi con- 
stituency. 

Leaders of most parties within the 
nine-party Movement for the Restora- 
tion of Democracy lost their seats. 
Small leftwing parties and minor religi- 
ous and regional groups were virtually 
eliminated as voters seemed inclined to 
cut down the number of political parties 
in the country. 

The Awami National Party of vete- 
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ran Pathan leader Wali Khan won only 
two national assembly seats in the 
North-West Frontier Province (NWFP), 
which was once considered its strong- 
hold. The radical Sindh Baluch Push- 
toon Front of Bhutto's uncle Mumtaz, 
which advocates a confederal constitu- 
tion to replace the Pakistani federation, 
failed to make any electoral impact. 
One interpretation of the rout of re- 
gional groups in NWFP and Baluchistan 
was that the provinces had become well 
integrated into the country economi- 
cally, making regional demands redun- 
dant. In Sindh, regional sentiment was 
expressed through a national party — 
the PPP — while the only successful 
ethnic party, the MOM, was a new 








phenomenon involving a group which 
had previously shunned regional or 
ethnic politics. 

Although the feudal structure of 
politics in Sindh and Punjab was not 
completely broken, it was considerably 
weakened. Locally influential patron- 
age politicians, who make a career out 
of switching parties, did not succeed on 
a large scale. 

Several candidates who had joined 
the PPP at the last minute in the hope of 
benefiting from the Bhutto bandwagon 
lost in regions where the party other- 
wise did well. The impact of non-party 
elections under Zia was also apparent. 
Traditional politicians who stayed out 
of electoral politics during the last dec- 


] 


ade lost to new faces that emerged in 
non-party local and national elections. 
Local campaign tactics and the 
youthfulness of candidates were more 
significant factors in these elections 
than in previous Pakistani polls. Senior 
politicians lost in many places to 
younger, nationally less-known candi- 
dates. IJI secretary-general Ghafoor 
Ahmed, a leader of the orthodox 
Jamaat-e-Islami, lost to a previously un- 
known MOM member in Karachi. As if 
to balance the score, the PPP secretary- 
general, retired general Tikka Khan, 
was defeated by former student leader 
Sheikh Rasheed Ahmed of the ІЛ in the 
PPP's "safe" district of Rawalpindi. 
~ Husain Haqqani 





A new ethnic force 
flexes its muscles 


By Hamish McDonald in Karachi 


national assembly 
jmembers to trade 
|their vote between 


| Benazir Bhutto's 
| Pakistan People's 
Party (PPP) and 


Nawaz Sharif's Islami 
Jamhoori Ittehad (IJI or the Islamic 
Democratic Alliance) is a new force in 
Pakistani politics, the Muhajir Qaumi 
Movement (MOM). Representing the 
muhajir or refugee community, who 
fled to newly created Pakistan in 1947 
from Muslim-minority provinces of 
British. India, the MOM swept the 


board in the southern cities of Ka- | 


rachi and Hyderabad, winning 13 
seats. 

The MONM's leader, 36-year-old 
WU Altaf Hussein, had been 
ounded off the Karachi University 
campus by militant Islamic students in 
1981. Now he found Nawaz Sharif — 
whose supporters include those same Is- 
;lamist elements — flying down to 
* Karachi to plead for support the day 
c-after the election results. Hussein told 
«the REVIEW later he would take his time 
ло decide, and hear other offers. 
The muhajirs are unlikely propo- 
- nents of what seems yet another ethnic 


party. Their language. Urdu, is after all | 


Pakistan's national language; they come 
from diverse cultural backgrounds in 
India, and they have done well in 
ı Karachi's commercial life. But in Sindh 
province, which contains their city 
-strongholds. every ethnic group сап 
claim to be the underdog. A logic of vio- 
lence is weakening what tolerance re- 
mains. 

E Sindh’s five years of violence, which 
_ have claimed hundreds of lives, go back 
|. to consciousness raised by Zulfikar Ali 
| Bhutto among the Sindhis, and the steps 








The largest block of | he took in altering hiring practices and 


educational intakes to give more oppor- 
tunities to the mainly rural-dwelling 
Sindhis, who to this day have a literacy 
rate even below the appalling 26% na- 
tional average. 

Bhutto's execution was followed by a 
eriod of repression by the Punjabi and 
athan-dominated army. Later, the 

home-bound Sindhis enjoyed fewer be- 
nefits than other groups from the remit- 
tance boom created by Pakistanis work- 
ing in the Middle East. A violent Sindhi 
nationalist outburst, which began in 
1983. was put down by force. 

The original muhajirs had done well 
in the bureaucracy and state corpora- 
tions because they had scarce talents in 
the new. Pakistan. But their children, 
though born here, found they too were 
still called muhajir and suffered under 
Bhutto's quotas when they lined up for 
university places and government jobs. 
Punjabis and Pathans (from the North- 
West Frontier Province), meanwhile, 
flooded into the southern cities, putting 
more pressure on jobs. Some Pathans 
and Afghan refugees extended net- 
works of heroin and arms smuggling 
into Karachi. 

The MOM sprang from the АП- 
Pakistan Muhajir Students Organisa- 
tion set up by Hussein and others at 
Karachi University in 1978, emerging as 
a political force in August 1986 to 
contest municipal elections. But from 
October 1986, Pathan criminal ele- 
ments launched armed assaults on 
muhajir communities and MOM activ- 
ists. while — the MOM alleges — the 
largely Punjabi police force in Sindh 
either stood aside or added their own 
harassments. 

At the end of September this year, 
bands of gunmen launched counter- 
massacres of Sindhis and muhajirs in 








Hyderabad and Karachi, in what ap- 
peared to be an attempt to close the 
triangle of ethnic hatred. by pitting i' 
province's two largest groups direc 
against each other. 

The MOM's 25-point list of demands 
appears carefully worded to placate Sin- 
dhi concerns and propose a kind of 
partnership to control outsiders. 
Sindh's demography does not make 
separatism realistic for either commun- 
ity. Principally, the MOM wants locali- 
sation of the police, a crackdown on 
lawlessness, lifting of muhajir quotas to 
reflect their population weighting (1096 
federally, 50% in Sindh), and a 20-year 
qualification period for newcomers to 
obtain the domicile certificates that 
allow them to vote locally or take up 
certain jobs. 

This latter demand is the one that has 
made Punjabis and Pathans understand- 
ably most concerned, and led to the for- 
mation of a new party to assert their in- 
terests. 

Hussein made it clear he wanted a 
place for the MOM on the government 
benches, but professed to fav 
neither the PPP nor IJI. The IJI needs 
him the most, but even though Benazir 
Bhutto's father is blamed for many of 
the muhajirs' problems, the PPP has 
some attractions. Most strongly trusted 
in Sindh, it could perhaps take more 
risks with Sindhi understanding. It is 
also going to form the new Sindh pro- 


vincial government. 


Aside from parliamentary numbers, 
the MOM could be a useful coalition 
member. Its constituency is educated, 
and less susceptible to extreme Islamist 
viewpoints. At a packed rally on the 
street outside his home in Karachi's 
Azizabad district, Hussein kept the 
crowd of party faithful hanging on his 
lips well into the night. 

He claims, with some justification, 
that the MOM is the only party that is 
not feudal or tribal at the top. "We be- 
long to the industrial age,” Hussein 
said. “We are the only party that has 
produced a leadership from the lower 
class, from the poor class. It's an exam- 
ple for all oppressed Pakistanis." п 








1 DECEMBER 1988 ж. FAR EASTERN ECONOMI 





Performance 


is better than promises. 





For a balanced view on portfolio management, 
aiming for maximum growth and return without 
undue risk, contact one of our experienced 
investment specialists. 


UBS - committed to excellence. 







Union Bank 


UBS in Asia and Australia: Hong Kong Branch (13th Floor, Gloucester Tower, 
of Switzerland 


11 Pedder Street, Hong Kong), Singapore Branch (50 Raffles Place # 38-01, 
Shell Tower, Singapore 0104), Tokyo, Osaka, Bombay, Sydney. UBS worldwide: 
in all important financial centres around the globe. Head Office: Union Bank 
of Switzerland, Bahnhofstrasse 45, CH-8021 Zurich. 






LUCK Y-GOLDSTAR & YOU... 


Korea Mining & Smelting Electric and Electronics (Goldstar Co., Ltd. C) Goldstar Semicond 


ry O Lucky Advanced Materials O Lucky Polychemical | 
san Investment & Finance Lucky Develop 


Chemistry and Resources C Lucky, Ltd. О Honam Oil Refine 
]Lucky-Goldstar International C Lucky Securities О Lucky Insurance Goldstar Investment & Finance О 


Machinery О Goldstar-Honeywell О Goldstar Cable Services L 





«СОМЕ THROUGH 
WITH FLYING COLORS 


The spirit of fair play, free com- 
petition and international co- 
operation has ever been our driving 
force, making us what we are today. 
A US$15 billion enterprise with 
over 80 offices spanning the globe. 

We work in partnership with such 
firms as AT&T, Siemens, Hitachi, 
Helena Rubinstein and Caltex 
Because we believe close cooperation 
breeds mutual success. 

If you'd like to join our team, 
you know where to find us. On 
the fast track to a better tomorrow. 

Lucky-Goldstar. 


eChemistry and resources 
eConsumer and industrial electronics 
e Trade, finance and engineering 
ePublic services 


[F2 LUCKY-GOLDSTA 


IGI PR: Yoido Р.О. Box 699, Scoul, Korea. Phone (02) 78 ‹ 


Goldstar Electronic Devices Г Goldstar Telecommunication СО Goldstar Electric O Goldstar Alps Electronics [1 Goldstar Precision 
Lucky Engineering Cl Hee Sung C) Systems Technology Management OLG Credit Card Public Services & Sports (LJ Lucky-Goldstar $ 





тт Ip 


Е 4475 


€ PUBLICIS 


THE FINE ART OF FLYING 


by Monory. 





"F-BVEA". For the French artist, Monory, travel has always held a sense of magic. When 
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The great persuader 


Takeshita's tax triumph consolidates his position 


By Charles Smith in Tokyo 


ds anese Prime Minister Noboru 
Takeshita may never match the 
charisma of his predecessor, Yasuhiro 
Nakasone, but by persuading two out of 
the four opposition parties to vote on his 
controversial tax package he has cer- 
tainly proved himself an expert fixer. 
More important,  Takeshita's tax 
ир may have virtually ensured that 
he will be re-elected as president of the 
ruling Liberal Democratic Party (LDP) 
— and hence prime minister — when his 
current two-year term expires in Nov- 
ember next year. 

The two parties that helped to break 

* deadlock, the Buddhist-oriented 
Komei Party and the middle-of-the- 
road Democratic Socialist Party (DSP), 
are thought to have agreed to end their 
boycott of the tax vote in return for an 
assurance that Takeshita would not call 
a "double election" next summer (to 
both houses of parliament), when an 
election for half the seats in the upper 
house is due under a fixed parliamen- 
tary schedule. 

A simultaneous vote to both houses 
of parliament normally favours the 
LDP, but both Komei and the DSP have 
particular reasons at present for wishing 
to avoid an early lower-house poll. A 
series of corruption scandals and inter- 
nal squabbles have lowered Komei's 
standing with the public and might have 
cost it up to 20 seats (out of the 56 it 
holds in the lower house). The DSP's 
image has suffered from the involve- 
ment of its chairman, Saburo 

ukamoto, in the Recruit Cosmos 
-..Ire-buying scandal. 

And by securing a parliamentary 
vote in return for a promise not to call 
an early election, Takeshita may have 
saved his own party some problems. An 
early general election would probably 
have cost the LDP up to 30 of the 298 
seats it now holds in the lower house, 
with the hardline Japan Socialist Party 
(JSP) and the Japan Communist Party 
(JCP) becoming the main gainers. But 
paniy insiders claim Takeshita would 

ave been prepared to dissolve parlia- 
ment if all four of the main opposition 
parties had persisted in boycotting his 
tax programme. 

The LDP could afford this risk, ana- 
lysts add, because the worst conceivable 
election result would still have left it as 
the dominant party in the lower house. 
The Komei, by contrast, might have 
been knocked permanently off its perch 
as the second-ranking parliamentary 
opposition group. 

By breaking the opposition boycott 
in the lower house, Takeshita has prob- 
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ably ensured smooth passage for his tax 
package through the less important 
upper house of parliament. Upper- 
house debates on the package could 
take up to a month and could still pro- 
vide the excuse for some dramatic con- 
frontations between the LDP and the 
two “hardline” opposition parties. But 
details of the debate in the upper house 
may attract far less attention than the 
rest of the fallout from the LDP's lower- 
house victory. 

The most important single result of 
the tax vote may have been to shatter 
hopes that the three major non-com- 
munist opposition parties might start 
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massive wedge into the opposition unit- 
ed front. 

The snag about Takeshita's tax 
triumph is that the Recruit scandal — it- 
self in some ways a by-product of the tax 
debate — remains very much alive and 
capable of inflicting further damage on 
the government. As part of the package 
under which the Komei and the DSP re- 
turned to parliament, the LDP was ob- 
liged to agree to summon to parliament 
three key witnesses in the Recruit affair. 
including Hiromasa Ezoe, Recruit’s 
chairman. 

The three witnesses failed to come 
up with any startling revelations when 
questioned under oath by lower- 
house members on 21 November. But 
independent enquiries into the scan- 
dal by the media, or by the JCP — 
the only opposition group to have re- 
mained wholly free of involvement in 
the affair — could still do much to 
unveil the extent of the company's 
influence-peddling іп politics and 
the bureaucracy. 





mending their own 
fences so as to 
provide more effec- 
tive electoral com- 
etition for the 
DP. 

Schemes for а 
united opposition 
front at the 1989 
upper-house elec- 
tions were being dis- 
cussed as recently as 
the spring of 1988, 
with much of the in- 
spiration apparently 
coming from the re- 
cently formed Japan 
Private Trade Union 
Council (Rengo). a 
nationwide ^ union 
federation which in- 
cludes unions back- 
ing both the rival 
socialist parties. 





Takeshita: expert fixer. 


JCP enquiries in 
September resulted 
in the revelation that 
the name of Finance 
Minister Kiichi 
Miyazawa had been 
used to buy pre-listed 
shares of Recruit 
Cosmos, the real-es- 
tate subsidiary of Re- 
cruit Co., whose 
over-the-counter list- 
ing in October 1986 
provided the vehi- 
cle for widespread 
rofiteering by po- 
iticians and senior 
bureaucrats. Miyaza- 
wa was able to elude 
pressures for re- 
signation by claim- 
ing that his name 
had been used by 








Rengo's leaders may 
still see a united front as the only sensi- 
ble strategy for confronting the LDP. 
But bitterness resulting from what is 
seen as the betrayal of the JSP by Komei 
and the DSPoverthe tax issue seems likely 
to rule out any effective cooperation be- 
tween the three parties, at least until 
after next summer's upper-house poll. 


nmity between the Komei and the 

JSP was dramatised in the days im- 
mediately following the tax vote when the 
chairmanof Komei, Junya Yano, attempt- 
ed to veto participation by JSP leaders 
in a newly established lower-house com- 
mittee, which is expected to try to probe 
the Recruit share-profiteering affair. 

In the event, when the committee 
held its first session on 21 November, 
both JSP and JCP representatives were 
allowed to attend. This may, though. 
have been partly due to mediation by 
the LDP — yet another sign that the rul- 
ing party has succeeded in driving а 


a former secre- 
tary without his knowledge or ap- 
proval. 

Later victims of the affair have in- 
cluded a former vice-minister of educa- 
tion, who at first pretended his wife had 


| invested in Recruit shares, but later ad- 





mitted direct responsibility. and а 
senior bureaucrat in the Labour Minis- 
try. Both officials were in a position to 
do substantial favours to Recruit Co. at 
the time they bought shares in the com- 
pany's unlisted subsidiaries. 

Public fascination with the Recruit 
affair seems likely to prevent the scan- 
dal from fading until something has 
been done to penalise some of those 
most directly involved. But the chances 
that the Takeshita cabinet will fall 
victim to the scandal now appear remote. 

The end result of the Recruit affair 
could well be to force the government to 
sponsor legislation that will make politi- 
cians less vulnerable to financial pres- 
sures from big business. п 
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DIPLOMACY 


Retaining the initiative 


Indonesia struggles to keep its Cambodian peace plan alive 


By Michael Vatikiotis in Jakarta 
A signs that the Jakarta-led re- 
gional peace initiative оп Cam- 
bodia is faltering, Indonesian Foreign 
Ministry officials are desperately seek- 
ing ways of preserving the fragile peace 
rocess begun at the Jakarta Informal 
eeting (JIM) in July. 

The JIM framework — of bringing 
together all interested parties to the 
Cambodian conflict — has been under 
threat from several directions. The non- 
appearance of the Khmer Rouge faction 
of the tripartite resistance coalition at 
the mid-October working group meet- 
ing in Jakarta was a blow. So was a move 
by France to hold an international meet- 
ing on Cambodia early in 1989 — the 
same time it was hoped to hold a second 
ministerial-level meeting in Jakarta. 

With a view to breathing new life 
into the JIM initiative, Indonesian For- 
eign Minister Ali Alatas went to Hanoi 
on 17 November to seek Vietnam's 
backing for the second ministerial-level 
meeting. Vietnamese Foreign Minister 
Nguyen Co Thach agreed to the idea 
and January next year was discussed. 


HONGKONG 


[у 





Alatas has also arranged for the sec- 
ond working group meeting to be held 
shortly before the  ministerial-level 
talks. This "back-to-back" arrangement 





is apparently favoured by all partici- 
pants after the deadlock over key issues 
experienced in the October working 
group talks. It was felt that should the 
next working group founder in the same 
way, the issue could be put directly to 
the ministerial meeting. 

The formula now being presented 
appears also to have resolved the dis- 
pute between Vietnam and Thailand 
that erupted in the October talks. Viet- 
nam agreed with Indonesia that a sec- 
ond meeting of senior officials should 
only be held if necessary. 





Alatas and Hun Sen: fragile. 











Maybe next century 


Election of the territory's top leader put off until 2011 


By Emily Lau in Hongkong 
H ongkong citizens may not be allow- 
ed to elect their chief executive for 
at least 15 years after Britain hands the 
territory back to China in mid-1997. 
And even then, election of the terri- 
tory's top leader by universal suffrage 
may be held after a political review that 
would include a referendum. 

These recommendations were made 
in a mid-November meeting of the poli- 
tical subgroup of the Peking-appointed 
Basic Law Drafting Committee 
(BLDC), which is charged with drawing 
up a mini-constitution for Hongkong 
when it becomes a special administra- 
tion region (SAR) of China. A majority 
of the subgroup’s members agreed that 
the earliest possible date for electing the 
chief executive should be 2011 and then 
only after a review of the SAR’s politi- 
cal situation at the time. The subgroup's 
recommendations will be presented to a 
BLDC plenary session in January 1989. 

After ruling out free elections for the 
SAR's first chief executive, the sub- 
group agreed that the leader should in- 
stead be selected by a 400-member elec- 
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tion committee organised by Peking as 
proposed in the draft Basic Law, pub- 
lished for public consultation in May. 
The subgroup also agreed that the elec- 
tion committee might be expanded to 
800 members for selection of the SAR's 
second and third chief executives. 

The subgroup agreed that the elec- 
tion committee should consist of repre- 
sentatives from four sectors: business 
and finance: professional bodies; la- 
bour, grassroots and religious organisa- 
tions, and from among Hongkong 
politicians and delegates to the Chinese 
National People's Congress. 

The subgroup's recommendation on 
selection of the SAR's first three chief 
executives was denounced by subgroup 
members Szeto Wah and Martin Lee, 
who are nominal leaders of Hongkong's 
pro-democracy lobby, which has been 
pushing for a more representative SAR 
government. Various Hongkong politi- 
cal groups also attacked the recommen- 
dation as ultra-conservative and as blat- 
апу disregarding the aspirations of 
Hongkong's citizenry. 





Thailand disagreed, consider- 
ing a further working group 
necessary. 

The main sticking point is 
the threatened absence again 
of the Khmer Rouge faction at 
the talks. 


he French have been 

quick to point out in 
vate that their plan to hold... 
international meeting also in- 
cludes a projected Chinese 
presence — something that 
Jakarta, with its frozen ties 
with Peking, cannot hope to 
achieve. Peking's presence 
would, it is assumed, guaran- 
tee attendance by the Khmer 
Rouge. 

However, after two rounds 
of talks in Indonesia, it must 


The subgroup also agreed that no 
elections to the SAR legislature should 
be held in 1997. Instead, the subgroup 
recommended that members of Hong- 
kong's lawmaking Legislative Council 
(Legco), selected a few years before 
1997, should be allowed to serve as SAR 
legislators, as long as they declared their 
support for the Basic Law and swore al- 
legiance to the SAR. 

The subgroup proposed that the fi, 5. 
SAR legislature, which will serve until 
1999, would have 55 members, two less 
than now serve in Legco. Of these, only 
27% would be directly elected on a one- 
pens one-vote basis. The rest would 

e indirectly elected by so-called func- 
tional constituencies representing va- 
rious interest groups. 


S ixteen of these seats would be elect- 
ed by the business and financial sec- 


| tor; 12 by professional organisations, 


and 12 by labour, social-welfare and re- 
ligious groups. 

The subgroup also proposed that the 
number of directly elected members be 
increased to 25 in the second term — to 
run between 1999 and 2003 — boosting 
the proportion of these members to 
38.5% of a new total of 65. In the third 
and fourth terms, the number of directly 
elected members would be further in- 
creased to half of an 80-member legisla- 
ture, subgroup members recommended, 
and in 2011 a refereundum would be 
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be cl 
| stumbling block in the peace process 

“is the failure of all sides to reach 
substantive agreement on any of the 
key issues. The last working group 
spent 12 hours discussing the wording 
of the final report on their meeting — 
an exercise that ensured the document 
agreed upon by all sides said nothing 
new. 

The principle obstacles look set to 
remain: Vietnam's objection to any dis- 
cussion of the "internal aspect" of the 
Cambodian problem by any group out- 
side of the Khmer factions; the reluc- 
tance of the three Khmer factions to 
hold talks among themselves, and dis- 
agreement between Thailand and Viet- 
пат on the definition of foreign assist- 
ance to the resistance in Cambodia and 
the linkage of its cessation to a full Viet- 
namese troop withdrawal. 

The frustration felt by Indonesian of- 

ials is being masked by optimism in 

2 hope that a second JIM can be held. 
The only sign in their favour is the grow- 
ing feeling among Asean and In- 
dochinese states alike, that if the JIM 
initiative fails, the peace process might 
be taken out of the region. Faced with a 
fractious body of Cambodians on the 
one hand, and the shadow of the super- 
powers on the other, neither Asean nor 
the Vietnamese can afford to see the 
shaky negotiating process moved from 
familiar ground. п 








de whether the entire legis- 
lature an ief executive should be 
directly elected. These recommenda- 
tions were also denounced by the pro- 
democracy lobby and other Hongkong 
political groups. 

The subgroup's recommendations 
are based on suggestions made by sub- 
?roup €o-convenor Louis Cha, сове, 

;¿ tof the Hongkong-based, Chinese- 
 1anguage daily newspaper Ming Pao. 
Cha's surprise proposals were unveiled 
only on the eve of the subgroup meeting 
and are widely believed to reflect Pe- 
king's thinking. His suggestions were 
immediately adopted by Chinese offi- 
cials on the subgroup as a basis for dis- 
cussion. Critics said the way in which 
the suggestions were adopted made a 
mockery of the consultation period. 
The subgroup discussions are only a 
side-show as major decisions on the 
Basic Law were made in early November 
when Hongkong Governor Sir David 
Wilson held talks in Peking with senior 
Chinese officials. During the talks, it is 
understood the two governments agreed 
that the first SAR chief executive would 
be chosen in the early 1990s, though the 
candidate's identity would not be re- 
vealed until 1997. Therefore, the chief 
executive’s selection by an election 
committee would in fact be only a for- 
mality. Agreement on Legco members 
continuing to serve after [997 was also 
Nagase at that meeting. 


held to d 
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Goodbye people's war 


PLA unveils new strategy to counter Soviet invasion 


By Tai Ming Cheung in Peking 
E recent exercises, the Chinese 
army has tested its rapid deployment 
capabilities and a new local-war strategy 
which emphasises the element of sur- 
prise. The new strategy is a departure 
from the Maoist "people's war,” which 
would require the mobilisation of the 
whole nation. Under the current inter- 
national situation, Chinese planners as- 
sume the likelihood of total wars to be 
rather remote. More likely are localised 
conflicts of limited duration along the 
country's frontiers, which require well 
trained mobile forces. 

Two group armies of several tens of 
thousands of troops practised man- 
oeuvres, codenamed Western 88, coun- 
tering а major "Soviet attack" in the 
country's northwest Lanzhou military 
region, that includes Xinjiang province, 
bordering the Soviet Union. 

It was one of the first times that con- 
ceptual and organisational changes de- 
veloped in recent years were put to a 
major test. Rapid-deployment forces, 
including helicopter groups and para- 
troops, figured in the battle man- 
oeuvres. 

The week-long encounter in October 
sought to examine the ability of Chinese 
forces to blunt a blitzkrieg-type Soviet 
assault. The outcome of such exercises 
is ritualistically fixed in favour of 
Chinese forces. But few outside analysts 
believe the People’s Liberation Army 
(PLA) stands much chance of winning a 
military encounter against the vastly 
better equipped and technologically 
superior Soviet forces, even on home 
terrain. Chinese computer simulations 
invariably have the Soviets coming out 
on top. 

The attendance of senior military 
commanders, including chief of the gen- 
eral staft Gen. Chi Haotian and presi- 
dent of the National Defence University 
Gen. Zhang Zhen, illustrated the im- 
portance of the exercise. The man- 
oeuvres were organised primarily to 
provide commanders with an opportu- 
nity to practise what previously had 
been classroom theory. 

The exercise’s emphasis оп com- 
mander training is aimed at the rapid 
dissemination of the new thinking at the 
top to the regions and field units. In the 





| 
| 
| 
| 
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past, new ideas and procedures have 
been slow in percolating down to the 
rank and file. 

This has not been helped by the un- 
even quality of the officer corps. De- 
spite the efforts made to produce more 
competent senior officers, including re- 
establishing institutions such as the Na- 
tional Defence University to provide a 
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more comprehensive training program- 
me for generals, the quality of officers 
often questionable. 

In an article on the problem in la 
October, the Liberation Army D. 
cited the examples of ay 
mander who could not read m 
colonel who said he would not be able 
identify enemy paratroops if the 
landed in China. 

During the exercise, Chi addresse 
military commanders. and emphasised 
the significance of the mianoeu 
which he said were the result of at 
year study of the new locals 
He also stressed that the lessons < 
exercise should not be “indiserim 
imitated. All army units should 
their studies in the light of their 
ent situations.” 

Chi also referred to a recent decis 
made by the State Council and th. 
tral Military Commissi HID 
demobilisation and reer 
diers until next March a 
lysts say this unusual step i 
because of a lack of new re 
are inducted into military servic 
tember and October. 

The PLA has experienced. аси 
cruitment problems in recent years 
cause youngsters are reluctant to jo 
and endure a spartan lifestyle at a-tim 
when there are more profitable alterna 
tives available as a result of econo 
reforms. 

The local-war strategy focuses on p 
tential points of friction that could b 
over into hostilities along China's 
tiers, The main causes of local. w 
Chinese military analysts, are territor 
disputes and the hegemonistic ambi 
tions of states who want to carve: 
spheres of influence. These are the pr 
cipal problems in Peking's relation: 
with its two main southern neighbo 
Vietnam and India. The two а 
garded by Peking as its most likely 
in the short to medium term. 

The Soviet Union is seen as a longe 
term threat, though analysts sav this 
could change if the present Soviet re 
form policy fails. Any Soviet military. 
action against China is expected to bea | 
surgical strike, as the recent man- 
oeuvres demonstrated. 

To cope with such contingencie 
long-range rapid-deployment fo 
have received much attention amòr 
defence planners, and an experimenta 
battalion-size force has been formed: 

Military analysts, however) 
the effectiveness of such a smal 
especially without access to equipme 
and backup from local forces. 
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North Korea's 


or decades, Koreans of North and 
South alike have been calling for the 
‘reunification of their country. But 
* under whose terms? There has been no 
"Agreement on what form a unified 
5 Korea might take, and many Western 
observers maintain that Pyongyang's 
goal is to unify the peninsula under com- 
munist rule, possibly by force of arms. 
х South Korean officials also insist that 
North Korea has not abandoned its am- 
bition to communise the whole penin- 
sula. 

This view, once plausible, is no 
longer valid. There is no doubt that the 
communists once thought seriously 
about "a reunified socialist Korea," but 
their goal today is peacful coexistence 
based on а mutual respect for the right 
of both sides to exist. 

C The key change in Pyongyang's pol- 
ісу came in October 1980, when Presi- 
гаем Kim Il Sung proposed to reunify 
| the peninsula by establishing a confed- 
»erate state in which the differing social 


South would remain as they are. Kim 
‘suggested calling the new state "The 
‘Democratic Confederate Republic of 
Koryo [DCRK|" — Koryo being the 
name of the unified Korea that existed 
for 500 years from the LOth century. He 
also proposed a 10-point policy plat- 
г form for the DCRK. 

The one country, two systems for- 
"mula was an entirely new approach to 
unification. It envisaged socialism in the 
-North and capitalism in the South living 
together within a single state. 

From the late 1940s through the 
1960s, North Korean leaders thought it 
possible to integrate the political, eco- 
nomic and social systems of the North 
and the South. Thev called for a unified 
government of Korea to be established 
through "free all-Korea elections" to be 
тип on democratic principles without 
outside interference. They urged that 
the South Korean people themselves be 
given the power to determine their own 
political system. The North Koreans be- 
eved the South would choose socialism 
i the end. 

[һе late 1960s and the 1970s saw a 
hift.in policy, as Pvongyang came up 
with the idea of confederation as an ini- 


ration remained a means to an end: a 
“provisional” step pending "complete" 


e, if only in the distant future. | 
Hence the significance of Kim's 1980 


and economic systems of North and | 





al step towards reunification. Confed- | 


reunification. During this period, the | 
leadership in Pyongyang believed that | 
the. integration of the social and eco- | 
nomic systems of both Koreas was pos- | 











i 
Koreans as а homo- 


, strong enough to overcome political dif- 


| reunification formula 


proposal. It embodies a pragmatic rec- 
ognition of the impossibility of integrat- 
ing the differing social and economic 
systems on either side of the demilitaris- 
ed zone (DMZ). That recognition was 
confirmed in 1987 by Hwang Jang Yop, 
a secretary of the Workers’ Party of 
Korea, when he told an American jour- 
nalist that “a confederation is no longer 
a transitional phase but the final stage of 
unification." He added that integration 
of the two systems was not envisaged. 
Kim's 1980 proposal reflects a grow- 
ing realisation among North Korean 
policy planners of the need to adjust 
their policies to the political reality of 
the divided peninsula; . 
of the need to live to- | 


gether with the South 


geneous nation, trans- 
cending the differ- 
ences in ideology, sys- 
tem and political be- 
lief. 

The North Koreans 
think that the differ- 
ences between North 
and South Korea have 
become so great that 
neither is in a position 
to regard its own ideol- 
ogy and social system 
as "absolute." They 
perceive that any at- 
tempt by the North or | 
the South to force its 
own system on the 
other side would in- 
evitably lead to con- 
flict. As they see it, 
confederation is now the only practical | 
way to bring the two Koreas together. | 

The 1980 proposal urges the forma- | 
tion of a unified national government 
under which the North and the South | 

| 
| 
| 





Lun 


would exercise regional autonomy. The 
proposal is based on the idea that | 
people with different ideas and political | 
beliefs can live in one country — as in- 
deed they do in many other parts of the 
world — and that differing social and | 
economic systems can coexist in a con- | 
federate state. | 

The Korean people share a long his- | 
tory as a nation with a single culture, | 
language and race. These bonds are | 








ames Kim is deputy editor of The | 
eople's Korea, a pro-Pyongyang, | 
English-language weekly newspaper 


published in Tokyo. 
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ferences if the leadership is willing. 

National reunification, after all, is 
for the good of the entire nation, not 
just for any one class or section of the 
population. АП Koreans should be will- 
ing to sacrifice their petty interests to 
achieve it. That willingness is evident in 
Kim's 1980 statement. Kim has gone on 
record to say: "We will never force our 
ideas and social system upon South 
Korea but will subordinate everything 
to the interests of national union and 
reunification.” 

Reunification does not have to mean 
the dominance of one side over the 
other, By its very nature, the question 
of national reunification is not a matter 
of who will conquer whom; rather it is a 
question of achieving unity between two 
groups of people who make up one na- 
tion of the same stock. 

In his 1988 New Year message, Kı... 
said: “We consider it a 
most reasonable set- 
tlement of the ques- 
tion of our country's 
reunification to estab- 
lish a single confeder- 
ate state, neutral and 
non-aligned, on the 
basis of the North and 
the South recognising 
each others exist- 
ence.” This is the first 
time that Kim has pub- 
licly stated the need 
for both sides to recog- 
nise the right of the 
other to exist. His 
statement represents a 
significant departure 
from his previous at- 
titude towards the 
South. 

Another striki 
feature of Kim's I9ou 
proposal for a two-sys- 
tem reunified Korea is that it recognises 
the interests of the major powers in- 
volved on the peninsula. A reunified 
Korea, Pyongyang urges, should be a 
peaceful nation, independent, neutral, 
non-aligned and nuclear-free, unat- 
tached to any military bloc. 

Originally the communists had held 





— 


| it their "sacred duty" to build socialism 
; and communism in the whole of Korea. 


After all, Korea belongs to the Ko- 
reans, no one else. However, the fact is 
that the peninsula is located strategi- 
cally in a very sensitive part of Asia 


| where the interests of four major pow- 


ers — the US, Japan, the Soviet Union 
and China — converge. It is clear that 
China does not want a Soviet-domi- 
nated unified Korea, while the US and 
Japan do not want any kind of com- 
munism to hold sway in a unified Korea. 

Pyongyang says that a reunified 
Korea should not be a satellite of any 
country, communist or capitalist. Sur- 
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HEN you first handle a Patek Philippe, you ча 
become aware that this watch has the presence 
of an object of rare perfection. 
We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 
We made this watch for 
you -to be part of your 
life — simply because this 
is the way weve always 
ade watches. 
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be this: choose once but 
choose well. 
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сга state, like Aus- 
. aded aS 1+ Satter reunification. The 
youn Е ; 
\a їрп would not have to worry 
shou me А "^ 
iu counter-productive hostility from 
"Teunified neutral Korea, while the 
peaceful environment created by the es- 
"tablishment of a nuclear-free Korea 
with no foreign military bases would 
leave the Soviet Union and China free 
romote economic construction in 


= litary resources on that part of Asia. 
For China, in particular, peace in 


| Korea is essential for the success of its 


current priority on domestic develop- 


ave much to gain from peace in Korea. 
short, a neutral, two-system re- 
nified Korea ought to. be welcomed 
every power in Northeast Asia. 
|. Of course, there are those who say 
one country, two systems formula 
s not speak to the fundamental poli- 
1 fact. But is there any other practic- 
> approach to Korea's reunification? 
. Pyongyang and Seoul are taking 
ràther different approaches to reunifi- 
cation. Pyongyang holds a political and 
military settlement of the Korean con- 
flict is essential to the reunification pro- 
cess, while Seoul is pushing North- 
South exchanges in the humanitarian 
and economic fields as the first priority. 





| January 1984, North Korea pro- 
posed talks with the US and South 
Korea with the aim of replacing the Ko- 
rean Armistice Agreement with a peace 

сор between Pyongyang and 
г Washington and of adopting a non-ag- 

ression declaration with South Korea. 
The North Koreans see resolution of 
these two issues as vital before reunifi- 
cation talks. 

Pyongyang also wanted to talk with 
Washington and Seoul about the with- 
‘drawal of US troops from South Korea. 
But some flexibility is suggested in that 
Pyongyang did not insist on the with- 
drawal of the 48,000 US troops in South 
‘Korea as a precondition for three-way 
talks. On the contrary, North Korean 
officials have repeatedly stated that 
оор withdrawal is not a precondition 
the proposed three-way talks. 
` In June 1986, North Korean defence 
chief O Jin U proposed three-way mili- 
lary talks, the first such offer ever made 
by the top North Korean military offi- 

al. His proposed agenda for a meeting 
of the top brass from the North, South 
and the US included suspension of mili- 
tary exercises and arms build-up, and 
reductions in the armed forces and de- 
fence spending. 
In late 1986, Kim suggested high- 
level North-South political and military 
talks. The new element in the proposal 
was his call for the formation of a neu- 
tral-nations inspection force to monitor 
military actions on both sides of the 
‘DMZ. He suggested that such a force 
consist of military personnel from the 








owers, Korea 


ment. The Soviet Union would likewise | 





sion (NNSC) — Czechoslovakia, Po- 
land, Switzerland and Sweden. 

That proposal was followed by 
another in July 1987 from Pyongyang 
for a drastic phased reduction in the 
armed forces of North and South 
Korea, along with the eventual with- 
drawal of US troops from the South. 
The North Korean Government put for- 
ward multilateral disarmament talks in- 
volving North and South Korea, the US 
and the NNSC nations as a suitable 
forum to discuss these military issues. 

These proposals, along with Pyong- 







Neutral Nations Supervisory Commis- | 





` 6 National reunification is for 
the good of the entire nation, not 
. just for any one class or section 
. of the population. All Koreans 
should be willing to sacrifice their 
petty interests to achieve it. 9 





yang's comprehensive proposals for 





peace in Korea released on 7 Novem- 
ber, were all aimed at securing a politi- 
cal and military settlement of the Ko- 
rean conflict 
framework of peace and order on the 
peninsula. To date, Seoul and Washing- 
ton have ignored all these proposals. 
Pyongyang has welcomed South Ko- 
rean President Roh Tae Woo's pro- 
posed Pyongyang visit for talks with Kim 
but has set some conditions for a sum- 
mit. The North Korean position is that a 
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INDIA 


By Salamat Ali in New Delhi 


I; a renewed bid to make corruption 
in high places a central issue in its cam- 
paign against Indian Prime Minister 
Rajiv Gandhi's government, the oppo- 
sition has sought to involve him directly 
with kickbacks in the multimillion dol- 
lar Bofors guns deal with Sweden. How- 
ever, the country’s foremost opposition 
leader, former finance minister V. P. 
Singh, after making two statements ac- 
cusing Gandhi personally, refused to re- 
peat the charges in parliament. 

The ruling Congress party believes 
that the renewed attack over the Bofors 
deal is a bid to deprive it of an antici- 
pated rise in popularity in the wake of 
the successful quelling by Indian troops 
at Male’s request of the Maldives coup 
attempt mounted by mercenaries. 

Releasing photocopies of three 
documents seeking to establish pay- 
ment of commission in the guns deal, 
Singh had charged Gandhi directly with 
accepting the equivalent of Rs 80 mil- 





and creating a new | 





Training the smoking gun 


Opposition charges Gandhi with involvement in arms kickbacks 





non-agegression: declaration: а | 
ways to found a unified. confederate 
government. Pyongyang has proposed 
to set up "a committee for peaceful 
reunification" to form such a govern- 
ment. 

North Korea has also called for abol- 
ition of South Korea's National Security 
Law, also known as the anti-communist 
law, which defines the North Korean re- 
gime as an anti-state group and bans all 
contact with North Koreans. In his 18 
October UN To Roh expressed his 
readiness to discuss a non-aggression 
declaration at a summit, and South 
Korea has recently said it is ready to re- 
vise the National Security Law. These 
are positive signs. 

However, prospects for a North- 
South summit will remain dim as long as 
Seoul refuses to discuss political and mi- 
litary issues, insisting, instead, on cross- 
recognition of two Koreas by the fo 
major powers. The fact 15 the status qi 
in Korea is highly dangerous and as long 
as Korea remains divided, it will be a 
threat to the peace of Northeast Asia, 
not the force for peace it could be. 

Pyongyang seems to be ready to go 
along with a creeping process of "cross- 
recognition" if the US and Japan show 
support for a confederation. The four 
major powers should take advantage of 
this new flexibility to work towards the 
peaceful reunification of the peninsula 
rather than trying to impose a "German 
solution," namely the legitimatisation 
of two Koreas. п 


lion (US$690,000) іп commissions 
which he said had been paid into a Swiss 
bank account. The documents released 
by Singh are not new, for they were pub- 
lished by The Hindu newspaper months 
ago. But Singh's associates argue the 
documents’ earlier publication else- 
where did not detract from the validity 
of the charge. The three documents al- 
legedly established payment by Bofors 
into Swiss Bank Corp. in Geneva of 
commissions totalling Rs 640 million. 
One of these payments was to "Lotus," 
which the opposition said was “Rajiv” in 
Sanskrit. 

When parliament met on 14 Novem- 
ber, infuriated Congress MPs were as 
keen to debate the issue as the opposi- 
tion. In an unusually stormy session 
they hurled invective and counter- 
charges at Singh and other opposition 
leaders, daring him to authenticate the 
allegation. Singh refused, leading to 
speculation that he could be saving | 
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Swiss Bank Corporation reveals a closely guarded professional secret: 


Even if it works, ask why. 


Many of our customers have something 
in common besides their choice of 
international bank. They've learned how 
to learn from their successes, the way 
everybody else learns from mistakes. 
The reasons why something goes right 
are just as important as the reasons 
why something goes wrong, and may be 
even more rewarding (and elusive). 
When nothing succeeds like success, 
it's because nothing works like work. 
Incidentally, when our customers keep 
coming back to us, we do know why. 
And so do they. We're one of their 
professional secrets. 


Swiss Bank 
Corporation 


Schweizerischer Bankverein 
Société de Banque Suisse 


The key Swiss bank 
















































































Winding up the debate in parliament: 
| on 15 November, Defence Minister 
SK. C. Pant argued that the documents 
“were totally unrelated to Singh's allega- 
‘tions. He said the first related to a con- 
tract other than Bofors gun purchases; 
the second detailed an account other 
than Singh had alleged, and the third 


` which mentioned “Lotus” was based on 


“glever semantics and was too childish to 
be taken seriously. The government 
-turned down the opposition's demand 
fora fresh probe by.a parliamentary 
committee. 

22 Although Pant categorised Singh's 
charges as frivolous, unsubstantiated 


_ and with “motives which cannot be de- 
е scribed as noble," it is clear that the gov- 


ernment is in a bind over the issue. It is 
; equally clear that part of this difficulty is 


AUSTRALIA 













| further evidence for release later. 


| 
| 
| 
| 
| 
| 
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of Gandhi's own making, because of hi 
unguarded statements. Gandhi is on’ 
record as saying "Sweden has confirmed 
there were no middlemen and no money 
was paid in Swiss banks." But it now is 
no longer disputable that commission 
was paid into a Swiss bank. 

But Pant said that the central issue 
was not whether commission was paid, 
but whether any Indian was involved. 


He argued that this had not been estab- | 


lished, because two of the payments 
mentioned in Singh's documents were 
to Svenka Inc. of Panama, while the 
identity of "Lotus" had not been estab- 
lished. Recently, Gandhi went back 
upon his earlier statement and told re- 
porters in Bangalore "the government 
has never denied that commissions were 
paid." Gandhi denied the next day that 
he had made the statement, but the Re- 


No Lee-way on migrants 


Debate on Asians hots up with some outside help 


: By Michael Malik in Canberra 


he debate over Australian policy to- 
wards immigration from Asia has 
otted up, with visiting Singapore 
rime Minister Lee Kuan Yew interven- 
"ing. only to be told firmly that he should 
iot interfere in domestic political issues. 
«Prime Minister Bob Hawke 
reopened the issue on 13 November in 
anberra when he told the opening ses- 
ion of a conference on Asia that the op- 
position's position over Asian migrants 
(Review, 18 Aug.) had seriously dam- 
aged Australia's image and possibly lost 
it A $350 million (US$ 298 million) in in- 
Vestment from potential business mi- 
‘grants who now were looking elsewhere 
to settle. 
27 Opposition leader John Howard quick- 
ly responded to Hawke by saying he 
-found the spectacle of the prime minister 
and Foreign Minister Gareth Evans “gro- 
elling and apologising” to Australia’s 
Asian neighbours “vulgar and demean- 
ing.” He also accused Hawke of trying to 
лаке immigration an election issue — an 
ccusation which has been made against 
oward himself ever since he called for a 
ossible adjustment in the number of 
"Asian migrants coming into the country. 
Ву chance, as these exchanges were 
taking place, Lee was visiting Canberra 
nd, in a TV interview with the state- 
ned Australian Broadcasting Corp., 
led on Howard to drop the issue, 
vhich he believed was being used for 
lectoral purposes. While expressing 
he opinion that he did not believe Aus- 
tralia was going to be “that daft" as to 
"adopt the opposition policy, he called 
оп Howard to “drop . . . this noisy, bois- 
terous and unhelpful debate." 
_ Since he knew Howard personally 








not to be a white racist, the use of the 
issue, he suggested, reflected on poten- 
tial voters. 

Lee suggested it was time for Austra- 
lia to recognise it was its destiny to be 
pan of the Asia-Pacific region or risk 

ecoming more and more irrelevant to 
it. Lee also had some advice for Hawke. 
Far from Howard's picture of Hawke 















and Evans as grovelling, which he said 


MR LEE , WHY ARE 
You INTERFERING IN 
OUR INTERNAL 

ff. AFFAIRS ? 


wn 











months. 





porters Guild of Bangalore said they 
stood by their members’ reports. Be- 
sides, it is now widely accepted that the 
parliamentary committee which earlier 
this year probed the issue was woefully 
inadequate in its findings. 

Gandhi has said that the Central | 
Bureau of Investigations, India's na- 
tional police investigations agency, had 
tried very hard to find the truth and had 
not yet quit trying. But irrespective of 
the militant support Gandhi is getting 
from his party on the issue, the opposi- 
tion is pressing. its charge that he has 
been lying and avoiding facing the issue. 

The national elections are due in 
about 12 months, but Singh and some of 
his opposition allies believe that Gandhi 
will spring a surprise and announce | 
them over the next two to three | 









was a grotesque caricature, he saw th 
as “acerbic, combative” in their style u, 
dealing with Asian neighbours. 

Recalling a recent incident in which 
an Australian yachtsman had been kill- 
ed in a clash with an Indonesian police- 
man, Lee said he understood Hawke's 
"justifiable outrage," but if he had been 
in Hawke's position, he would have 
reacted to Indonesia with more cir- 
cumspection. "Pushing Asians into à 
corner is not to be recommended," he 
concluded. 

Howard was again quick to respond 
with a comment that he did not think it 
was "appropriate for leaders of other 
countries to be giving advice to Austra- 
lian political parties about domestic po- 
litical issues." He again denied that his 
policy was racist or was being used for 
electioneering, and said that he would 
gladly compare his Liberal Party's rec- 
ord on human rights with any party in 
the region. | 

Next day at a press conference, L | 
was in an uncharacteristic mood at firm 
when he conceded Howard's point and 
said that he was now sorry that he had 
involved himself in a domestic debate. 
"] can only plead in mitigation that the 
press egged me on, almost squeezed it | 
out of me." 

He also conceded that he could not 
compare his human-rights record with 
that of the present Liberal Party in a 
"mature, secure, very prosperous and 
p Australia. But he added that 
he believed his county's human-rights 
record would compare favourably with 
Australia's in the period "when aborigi- 
nals were hunted.” 

And despite the apology, Lee said 
that he was not withdrawing his remarks 
or his statement that the debate was af- 
fecting Australia’s standing in the re- 
gion, “That is a fact.” Then, prefacing 
his remarks by saying immigration pol- 
icy was Australia’s own business, he vir- 
tually repeated his previous statement 
by asking: “Why have this noisy, bois- 
terous, offensive debate?” 
ms | 
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Go ahead. E 
Spend the extra money. 
It’s Christmas, isn't it? 














The new Minolta EP490Z plain paper 
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Think of Minoltas 
new Simul-Color copying 


like this. 


The new Minolta EP490Z gives you two- 
color copying that's as fast and easy as 
regular copying. 

Think of it. A copier that makes two-color 
copies in one quick scan. It's now a reality for 
your business with the new Minolta EP490Z's 
Simul-Color function 

Simul-Color makes two-color copies in 3 
fast, easy steps. Simply set the Color Lever, then 
press the Simul-Color Key and the Print Key. The 
result is a perfect copy in black plus another 
color: red, blue, sepia or green. 


So now you can say goodbye to ordinary 
color copying. No more waiting for two scans 
No more time-consuming procedures for desig- 
nating the color area. No more disappointing 
copies that don't really match up. 

That's because the Minolta EP490Z makes 
high-quality two-color copies just as fast as it 
makes regular black copies, at a quick rate of 30 
copies per minute. 

So contact your Minolta dealer about the 
new Minolta EP490Z with Simul-Color. It's the 
world's first practical color copier 
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THE DAY WE CLIMBED TO 29,000 FEET 


WITHOUT AN AIRCRAFT. 


To celebrate their country's 200th birthday, 
three Australian climbers from the Bicentennial 
Everest Expedition reached the summit of the 
world's highest mountain in May, 1988. 

Conquering their lofty objective was certainly 
no easy task. 

It took five years of intricate planning. 

It took 18 climbers with a support team of nine 
(the first ever successful team to climb from the 
Nepal side without the help of local Sherpas). 

It took three long years of dedicated training 
to reach the peak of fitness required. 

It took a lot of courage. 

And a great deal of money. As a major sponsor, 


Thai was instrumental in getting the team and all 


their gear off the ground and on to the mountain. 

Of course, we're no strangers to Kathmandu 
and its majestic neighbours. 

Thai pioneered the route that opened up this 
magnificent region as far back as 1968 

And since that time, literally tens of thousands 
of travellers have explored and trekked the 
fantastic surrounds. 

En route, they have been exposed to what 
many believe is the best inflight service in the 
world — Thai's Royal Orchid Service. 

No matter which class or what destination 
you choose, the pleasure of flying reaches new 
heights on Thai. The airline Ң > 
that reaches for the sky. e Thai 


We reach for the sky 
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Nothing to show 


MCA chief returns home after going on leave in protest 


By Suhaini Aznam in Kuala Lumpur 


А a pointedly planned six weeks 
of unpaid leave to highlight his un- 
happiness with the way Chinese issues 
are being handled by the ruling coalition 
government, Malaysian Chinese As- 
sociation (MCA) president Datuk Ling 
Liong Sik returned home on 19 Novem- 
ber with little to show save his own em- 
barrassment. 

What is certain is that he is not going 
to resign in protest at the indifference 
shown towards his symbolic absence, as 
had been widely whispered since he 
went abroad on unpaid leave on 1 Oc- 

ver. “I have come back," he told a 

aoe hall of cheering MCA members 

arty headquarters, where he was 
ne ed straight from the airport. “I will 
not run away. I will not resign." 

A protest resignation could have led 
to his more hardline deputy taking over 
or, at worst, the MCA pulling out of the 
ruling coalition with which it has been 
associated since independence 31 years 
ago. 

There always was the danger that his 
protest would be greeted with a mea- 
sure of indifference. Although Ling did 
announce that Prime Minister Datuk 
Seri Mahathir Mohamad had agreed to 
see him soon, he promised to be "hum- 
ble and polite" in his dealings — а 
por that was not only in keeping with 

-ing’s character but also a tacit admis- 
sion of the MCA’s weak bargaining pos- 
ition. 

His lieutenants were more explicit. 
The MCA Youth “hopes the national 

ders will demonstrate the sincerity 

| the political will to resolve our com- 
munity's dilemma." said its chief, 
Datuk Yap Pian Hon. Added Lee Kim 
Sai, the party's deputy president: “The 
other communities and the entire public 
service should . . . realise that Chinese 
roblems are a part of national prob- 
ems. Fulfilling government promises to 
the MCA and Chinese society does not 
mean that the interests of other com- 
munities will suffer." 

The MCA has become increasingly 
disgruntled at the disregard shown to 
demands that would help it regain popu- 
larity among Chinese voters. The re- 
fusal to withdraw a constitutional clause 
that empowers the education minister 
to nationalise Chinese schools, the scant 
attention paid to Chinese new villages 
and the appointment of non-Mandarin 


educated administrators to Chinese 
schools last year remain sore 
points. 


The price the MCA has paid is re- 
flected in parliament, where it has only 
17 parliamentary seats, all won only 


FAR EASTERN ECONOMIC REVIEW ө 1 DECEMBER 1988 








with the help of its Malay 
and Indian partners in 
the coalition. And un- 
derscoring its weak bar- 
gaining position is the 
presence in the govern- 
ing coalition, the Na- 
tional Front, of a rival for 
Chinese support — the 
nominally multiracial 
but Chinese-led Gera- 
kan Rakyat. 

The more practical 
among MCA leaders 
know that pulling out of 
the National Front 
would mean leaving the 
Gerakan as the sole 
representative of the 


| 





or Umno (Baru). There are few per- 
sonal bonds between them in а system 
which relies on personal relations to get 
things done. 

Umno (Baru) MPs admit to enjoying 
better rapport with Gerakan leaders. In 
the symbolic rituals of Malaysian poli- 
tics, Mahathir will open the Gerakan 
annual assembly for the 
second year running. à 
function previously rele- 
gated to the deputy 
prime minister of the 
day. 

Although in Ling’s 
absence, Lee met both 
Mahathir and Education 
Minister Anwar Ibrahim 
about the Chinese 
schools’ issue, mid-level 
MCA leaders have 
lacked lobbying power to 
support the efforts of 
their seniors. Моге 
dangerously, the lack 
of contact has meant 
a superficial grasp of 
each others thinking, 








Chinese in government 
and, given the popularity of the 
Chinese-based Democratic Action 
Party in the opposition, could reduce 
the MCA to little more than the welfare 
organisation it began as 39 years ago. 
The MCA's growing estrangement 
in the National Front can also be traced 
to the relative unfamiliarity of its 
younger leaders with those of the 
Front’s dominant partner, the New 
United Malays National Organisation, 


hence the misunder- 
standings and tensions. 

Mahathir himself dealt only briefly 
and generally with the subject of racial 
differences at a unity rally on 20 Novem- 
ber. A bit of tension is normal in multi- 
racial countries, he said, but the degree 
of harmony in Malaysia made it a model 
for others. Compared with the open 
strife elsewhere, the differences that 
existed were are not so serious that they 
could not be overcome, he added. ü 


Another ISA swoop 


23 detained over burning of government buildings 


Po quietly arrested 23 people 
under the Internal Security Act 
between 14 October and 10 November, 
for suspected involvement in the burn- 
ing of government buildings in Kedah 
last June. Damage to the new complex. 
which was to have been opened by 
Prime Minister Datuk Seri Mahathir 
Mohamad in August, ran to M$500,000 
(US$186,000). 

АП 23 are Malay villagers, none of 
them prominent figures. Police recover- 
ed six pistols and three hand grenades 
during the operation. The opposition 
Parti Islam (Pas) has identified three of 
11 who were from Kedah as being Pas 
members — two, in fact, being imam 
(prayer leaders) in rural mosques. But 
there is no suggestion that the arson was 
at Pas’ behest. Pas deputy president 
Fadzil Noor has said that the party 
would only respond if the arrests were 


politically motivated. 


Kedah, Mahathir's home state, is 
one of Pas' traditional bases. The politi- 
cal affiliations of the other 12, who were 
from Perak, is still unknown, though 


Pas used to have a stronghold in north- 
ern Perak years ago, when the pondok, 
or village religious schools, were pri- 
vately run. 

In November 1985, four policemen 
and 14 villagers died in a clash when po- 
lice tried to arrest religious teacher Ib- 
rahim Mahmood at one of the few re- 


maining pondok in Memali, Kedah. 
Ibrahim's supporters, armed with 
machetes and sharpened bamboo 


sticks, had rushed to guard him. 

Since then police have been sensi- 
tive to any hint of violence by reli- 
gious groups. While these detentions 
were palely reminiscent of a similar 
police crackdown a year ago on 106 
people — in which the opposition leader 
in parliament and members of public 
interest groups were held — the police 
kept their operation a secret this 
time. The detentions only came to light 
when Fadzil spoke up on 15 November, 
after the two imam were arrested. 
Police released a brief statement and 
named the 23 the following day. 

— Suhaini Aznam 
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SOUTH KOREA 


The buck stops 


here 


Former president Chun apologises for misdeeds of his regime 


By John McBeth in Seoul 


Nx months after he surrendered 
power, former president Chun Doo 
Hwan finally bowed to political pres- 
sure and apologised for the misdeeds of 
his regime. Sombre, his voice a steady 
monotone, the disgraced strongman 
told a nationwide TV audience on 23 
November: "The pain of those who 
were victimised will remain as an incur- 
able pain with me forever." 

Reading from a prepared text in the 
living room of his heavily guarded 
Yonhee-dong home, Chun said he took 
full responsibility for "every fault, every 
mistake, every misdeed" of his seven- 
year administration. “I am ready to ac- 
cept any kind of punishment if that is 
what the people want," he said. "I will 
go wherever the people want me to go. 
as long as I don't have to leave my 
homeland." 

Chun's 27-minute speech came a day 
arter a special national assembly panel 
voted to subpoena him as a witness а! 
further public hearings into the army's 
suppression of the 1980 Kwangju upris- 
ing — an incident which caused the 
deaths of at least 191 people and earned 
the retired army general the undying 
hatred of oppositionist Kim Dae Jung's 
southwestern Cholla birthplace. 

Kim himself said later that the apol- 
ору "carries some meaning, but it was 
not sufficient enough to explain the 
questions the people have about him 
[Chun] and his past." Although he 
stressed again that he did not want Chun 
arrested, the Party for Peace and 
Democracy leader said the former pre- 
sident should testify at the Kwangju in- 
quiry and also at subsequent corruption 
hearings because only he knew the 
truth. 

Chun made specific apologies for the 
Kwangju incident, the setting up of the 
Samchong "re-education" camps for 
dissidents, wholesale sacking of govern- 
ment officials and journalists and finan- 
cial and other irregularities committed 
by his relatives — saying it was the result 
of his "immature experience" and at 
times a failure to anticipate or pay 
enough attention to the consequences 
of hisactions and the power imparted by 
the presidency. 

In response to demands for the sur- 
render of his wealth, Chun said he was 
returning to the state his home, which 
he purchased as a lieutenant-colonel 21 
years ago, a one-fifth of an acre plot in 
Southern Seoul, two golf club member- 
ships, about Won 2.3 billion (US$3.29 
million) in cash and Won 13.9 billion 
(US$19.85 million) earmarked for the 
administration of the Council of Elders, 


which he headed until his resignation in 
April. 

Saying he now intended to reflect on 
the past, the man who ironically likened 
his departure from the Blue House in 
February to that of a prisoner being 
freed from confinement, said he envied 
“the people busily walking in the street 
and the farmers who have just finished 
the harvest.” 

With that, Chun changed into an 
open-necked shirt, shook hands with 
tearful neighbours and was whisked 
away іп a limousine — apparently fulfil- 
ling another promise that he would re- 
sume his retirement in the wintry South 
Korean countryside. Authorities re- 
fused to disclose where he had gone for 
security reasons, but it is believed he has 
been given temporary quarters at an 
army base outside the capital. 

Chun told his transfixed countrymen 
that he had put off his TV appearance 
because he wrongly believed his silence 


tinuing to fiddle while the controversy 


to public indignation and demands from 
dissident and student radicals that he be 
placed on trial — a situation which Pre- 
sident Roh Tae Woo must now try to de- 
fuse. 
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Kim Dae Jung: accusations. 


would pass as an apology. But in con- | 


burned around him, he exposed himself 

















Few analysts believe Chun was in the 
same league as deposed Philippine pre- 
sident Ferdinand Marcos. There is little 
evidence, for example, that he accumu- 
lated wealth for his personal use — even 
if Kim Dae Jung says he does not be- 
lieve Chun's claims that he has no land 
holdings or secret bank accounts 
abroad. And while ruling Democratic 
Justice Party (DJP) lawmakers are em- 
barrassed at Chun regime excesses, they 
point to the remarkable economic pro- 
gress achieved under his regime and 
also to the way the former president 
honoured his promise of a peaceful 
transfer of power. 

For many South Koreans, however, 
this matters little. In a country whose 
leaders have never earned a great deal 
of respect, the pluses and what may be 
some realities are far outweighed by the 
minuses and the popularily accepted 
perceptions. It is that which seems likely 
to condemn Chun to a lonely retireme 
and round-the-clock protection. 
Meses the legacy of Kwangju 

will linger on — though perhaps 
not as the potentially destabilising issue 
it once was. The first two days of the as- 
sembly's hearings, covering the after- 
math of President Park Chung Hee's 26 
October 1979 assassination, Chun's 12 
December coup and the subsequent ex- 
pansion of martial law, which triggered 
the incident itself, produced few new re- 
velations — and the realisation that old 
loyalties die hard. 

Former defence minister Choo 
Young Bock and 1980 martial-law com- 
mander Lee Hee Sung, the principal mi- 
litary witnesses, came in for particularly 
harsh criticism. Calling them "spiritless 
and weak-kneed," the Korea Times told 
its readers: "We wonder how such fee- 
ble personalities were put in the impor- 
tant positions represented by the high- 
est military leadership." 

Recalling events leading up 
Kwangju, Choo acknowledged that 
Choi Kyu Hah's cabinet had approved 
nationwide martial law in a conference 
room surrounded by armed soldiers, 
but he denied the formation of the so- 
called Special Committee for National 
Security Measures on 31 May 1980 
was designed to consolidate Chun's 
hold on power. He also dismissed 
opposition claims that the disgraced 
president had personally ordered troops 
to open fire on the Kwangju demonstra- 
tors. 

Choo, who took over his post a day 
after the 1979 coup, insisted that his re- 
commendation to Choi to expand mar- 
tial law was based partly on the de- 
teriorating domestic political situation 
and partly on “friendly” intelligence re- 
ports — presumably American — that 
North Korea was planning an attack on 
the South between 10-20 May. 

He said that the North Korean mili- 
tary had been on full combat alert since 
Park’s assassination and that ground, 
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air and naval units were conducting 
exercises on a scale never seen before. 
Choo claimed the North's commando 
forces were rehearsing the removal of 
tank traps, similar to those which dot 
the roads between the demilitarised 
zone (DMZ) and Seoul, and North Ko- 
rean President Kim Il Sung had ordered 
an increase in war reserves from three to 
six months. 

An independent Western source, 
familiar with intelligence reports at the 
time, later told the REVIEW that Choo's 
testimony was "ill-founded" and said 
nothing was detected north ofthe DMZ 
to justify the martial-law action. Al- 
though there were a series of border in- 
cidents in mid-May and the US sent the 
aircraft carrier Coral Sea to Korean 
waters at the height of the Kwangju dis- 
turbances, the source echoed the senti- 
ments of opposition lawmakers. who 
claim Chun was merely creating the pre- 

xt for a military takeover. 

During almost a full day of tes- 
timony, Kim Dae Jung accused Chun, 
Roh and defence minister Chung Ho 
Yong of being the core members of the 
junta that provoked the Kwangju 
tragedy. Chun was then head of the De- 
fence Security Command (DSC) and 
the KCIA, Roh was chief of the Seoul- 
based Capital Garrison Command and 
Chung controlled the Special Forces 
Command, whose troops were respon- 
sible for all but four of the officially 
acknowledged deaths. 


im denied providing Won 2 million 
to Kwangju student leader Chong 
Tong Nyon, with instructions that he 
use the money to arouse a popular up- 
rising. He said he had only confessed to 
doing so because he could no longer en- 
dure more than two months of pro- 
longed mental harassment. Although 
he was never physically tortured, he re- 
illed hearing the shrieks of prisoners in 
lining KCIA cells and said Chun's 
senior DSC aide and current DJP law- 
maker Lee Hak Bong had told him he 
would die if he did not cooperate. 

Kim Sang Hyon, vice-president of 
Kim Young Sam's opposition Reunifi- 
cation Democratic Party and a close as- 
sociate of Kim Dae Jung before their re- 
lationship soured in 1985, told the in- 
quiry how he admitted conveying the 
money to Chong after being forced to 
kneel naked on a KCIA basement floor 
for 53 days. 

Although both witnesses contended 
they only learned about the Kwangju 
blood-letting eight weeks after it hap- 
pened, they were condemned to death 
on the strength of their alleged confes- 
sions. The sentences were later com- 
muted to suspended prison terms and, 
in late 1982, Kim Dae Jung was permit- 
ted to fly to the US, where he spent 
three years in exile. It was there he be- 
came а close friend of another political 
refugee whose fate was to be markedly 





different — Benigno Aquino. п | 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. 
AND THERE NEVER WILL BE. 





17 35 


BLANCPAIN 





There is still no Blancpain "collection" as 
such. The same case houses each of the 
six "masterpieces" of the art of watch- 
making developed by Blancpain. 


Each watch is assembled, polished and 
finished by hand by the individual watch- 
maker. 


Only about a dozen watches, each indi- 
vidually signed and numbered, daily 
leave the workshops of Blancpain — the 
oldest watch name not only in Switzer- 
land, but also in the world. 
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REFUGEES 


The Khmer Rouge regroups 


Resistance faction moves its people closer to Cambodia 





By Murray Hiebert in Site B Refugee Camp, near the Thai-Cambodian border 


he Khmer Rouge have moved thou- 


sands of Cambodian refugees out of 


a UN-assisted camp in Thailand to sev- 
eral "repatriation villages" near the 
Cambodian border in recent weeks in 
preparation for their expected return to 
Cambodia once Vietnamese troops 
withdraw in 1990. 

The Vietnam response was to rush 
troops from inside Cambodia to the 
Thai border to block the re-entry route. 
Cambodian resistance officials and ref- 
ugee workers along the Thai-Cambo- 
dian border have reported increased 
clashes and shelling between the two 
armies during the second week of 
November. 

Relief officials who visited the 
O'Trao camp in Thailand's Surin pro- 
vince in recent weeks after being barred 
by the Khmer Rouge for a month, esti- 
mated that 5-9,000 of an estimated 16- 
21,000 refugees were moved to three 
satellite camps — Ban Cha Rat, Ban Co 
and Nam Va — near the O'Bok pass 
through the Dangrek mountains in 
northern Cambodia. Refugee workers 
report that the Cambodians were 
moved in army trucks belonging to 
Taskforce 838, a shadowy Thai military 
unit responsible for relations with the 
Cambodian guerilla groups operating 
from the Thai-Cambodian border. 

"The Khmer Rouge want to take 
their families back to Cambodia," said 
Chhim Seak Leng, the camp adminis- 
trator at Site В, a nearby refugee camp 
loyal to Prince Norodom Sihanouk, 
who leads one of the non-communist re- 
sistance factions. “They want to have 
their people with them when the war 
ends so they can develop their areas of 
control.” He added: “They intended to 
take the people inside, but the Vietnam- 
ese were informed so they ambushed 
their route.” 

Refugee officials report that the new 
“repatriation camps" are closer to the 
Cambodian border, putting the ref- 
ugees in greater danger from Vietnam- 
ese artillery and mortar fire and the esti- 
mated half million mines placed along 
the frontier by the armies of Vietnam, 
Thailand and the three Cambodian re- 
sistance groups. The refugees in the new 
camps are out of reach of the UN-spon- 
sored health clinics, but they are re- 
portedly fed by Thailand's Taskforce 
838. 

The recent evacuations of refugees 
from O'Trao was preceded in June by 
the Khmer Rouge moving all but about 
1,500 of more than 9,000 refugees from 
the Ta Luan camp in Thailand's eastern 
Trat province, to Huay Rang and Khao 


















| 


Phlu camps only a few kilometres from 
the Cambodian frontier. 

Refugee workers who have visited 
Ta Luan recently said only handicapped 
people and their families remain in the 
camp. They reported that the new vil- 
lages are plagued with malaria, but 
added that only those people consi- 
dered loyal to the Khmer Rouge are al- 
lowed to return to 
Ta Luan for medical 
treatment. 

Khmer Rouge 
officials deny that 
refugees аге Бе- 
ing moved. “The 
charge of clandes- 
tine camp  relo- 
cations by Demo- 
cratic Kampuchea 
is groundless,” Sim 
Son, a Khmer Rouge 
official in charge of 
refugees, wrote in a 
recent letter to The 
Nation, a Bangkok 
English-language 
newspaper. 

"Whenever 
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Khmer Rouge defectors at SiteB. 


National Army of Democratic Kampu- 
chea succeeds in liberating wholly or 
partially any area of our territory which 
provides relative security, our people 
are bent on returning home. As Kam- 
puchean citizens, this is not only their 
right but also their duty to participate in 
the war of liberation against the Viet- 
namese aggressors," the official wrote. 
The Cambodians moved out of Ta 
Luan and O'Trao join an estimated 40- 
50,000 others thought to live in Khmer 
Rouge satellite. villages апа military 
camps, which are totally outside the net- 
work of aid and protection provided by 
international organisations. Most of the 
people on this so-called “hidden bor- 
der" are guerillas, porters and their 


families. 

However, the 
number of known 
defectors from 
Khmer Rouge 
camps has increase 
in recent month 


Officials at Site B, 
the camp loyal to 
Sihanouk, reported 
the arrival of 229 de- 
fectors during the 
first 10 months of 
1988, compared 
with only 65 during 


all of 1987. Leng, 
the camp's director, 
said another 200 re- 
cent Khmer Rouge 
defectors were wait- 





Disappearing by choice 





Bored youth often slip away to join resistance armies 


М1" frustration and demorali- 
sation over the emptiness of cam 
life have led to more violence and theft 
and the breakdown of social order 
among the several hundred thousand 
Cambodian refugees housed along the 
Thai border. It has also left bored youth 
willing to be conscripted into the resist- 
ance armies. 

Senior refugee officials already warn 
that restlessness is reaching breaking 
point. "I don't think people can stay at 
Site 2 much longer," said one official of 
the largest border camp of around 
175.000 Cambodians. "Unless some- 
thing is done, we could see an explosion 
of domestic violence." Already, says 
another relief worker, the number of re- 
ports of violence has jumped to 112 cases 
in June, from only 38 a year earlier. 

Many refugees will next year enter 
their second decade in the camps. 
"Long-term confinement is taking its 
toll," said one aid worker. "You see a 
lot of deteriorating social indicators — 
people are taking many wives, children 
are totally undisciplined, there's a lot of 
stealing, kids grabbing what they can 
and running. The social fabric is un- 








ravelling and the traditional way of 
handling conflict has disintegrated.” 

At the root is boredom. Only a fe’ 
thousand refugees find jobs with the re 
lief agencies or are able to sell food or 
small consumer items in the market. 
The others have nothing to do all day. 
“Their houses are built for them and 
their garbage is taken away. They've 
just been sitting like vegetables for nine 
years," said a refugee official. 

They also live together in uncomfort- 
able conditions. Site 2 has only 23 m? 
рт refugee, or about 7 т? less than the 

orld Health Organisation's recom- 
mended minimum. Roughly 38% of the 
camp's population was born in the 
camps in the past decade and the cam 
continues to grow at around 4.876 eac 
vear, relief officials report. There is no 
reason for the birth rate to go down: 
children are an economic asset. The 
more members in the family, the higher 
its food ration. 

Given the boredom, frustration and 
the discomfort, young men are not un- 
willing participants in their forced con- 
scription into the resistance armies of 
the Khmer Rouge, the group loyal to 
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ing in a base, located about 70 km 
west of Site B, for permission from 
the Thais to move to the Sihanoukist 
camp. 

The experiences of Sou Chom, 33, 
and his wife, Tuong Phoeun, 26, who 
fled Camp 40, west of Site B, in early 
November, are typical of recent Khmer 
Rouge defectors. Chom worked as a 

orter for the Khmer Rouge, carrying 

40 rockets from Thailand into Cam- 
bodia's Siem Reap province for several 
years, while his wife wove thatch to pro- 
tect weapons from rain and sharpened 
punji sticks for the guerillas. Like sev- 
eral other defectors interviewed, Chom 
said he joined the Khmer Rouge be- 
cause "the guerillas told me I was join- 
ing Sihanouk.” Chom only realised that 
he had joined the Khmer Rouge after he 
arrived at the border. 


f" hom's two daughters, aged seven 

ø and four, died recently of malaria 
-2cause the camp did not have any 
medicine to treat them, he said. Chom 
said he fled Site 40 because of overwork 
and shortages of food. Asked how 
Camp 40 differed from Site B, Chom re- 
plied: "Here we have a [Buddhist] 
pagoda, festivals, a market and a clinic 
to take care of people." 

Most of the half-dozen Khmer 
Rouge defectors interviewed said they 
had never received any political or mili- 
tary training. Neth Sokthea, 26, said he 
had been a soldier in the Vietnamese- 
backed Phnom Penh army in Kompong 
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Distributing canned fish in Site 2. 





Speu province when he was captured by 
the Khmer Rouge in 1986 and brought 
to their Phnom Chat base along the 
Thai-Cambodian border. 

Sokthea said he was forced to work 
as a porter for several months before 
being given a weapon and inducted into 
the army. "It was a very difficult life be- 
cause we had to fight every day." he 
said. "So I decided to escape." 

Not all attempts to flee the Khmer 
Rouge are as successful as Sokthea's. 
Earlier this year. two former Khmer 
Rouge soldiers were executed at Site 8, 
a Khmer Rouge camp south of 








| Aranyaprathet, where they were sus- 
pected of having deserted their military 
units. Camp administrators said Moeun 
Noeun, 30, was shot one night in April 
while trying to resist arrest by three sol- 
diers. 

But a report by international or- 
ganisations working in Site 8 camp came 
to another conclusion. “Neighbours, 
relatives and other contacts in the camp 
say that the soldiers never intended to 
take him alive and that this incident was 
one of many similar ones,” it said. “In 
other words, unwilling soldiers are exe- 
cuted." п 





Prince Norodom Sihanouk and that of 
former premier Son Sann's Khmer 
People's National Liberation Front 
(KPNLF). “Fifteen- and 16-year-old 
teenagers are happy to join the army," 
observed one relief official. “It’s the 
only way to do something if you can't 

Ork, go to school and have never seen 
« rice paddy.” 


he sense of hopelessness is prompt- 

ing more interest among refugees in 
the possibility of returning to Cambodia, 
said aid workers. Most refugees said 
ке would not return until Vietnam 
withdrew its occupying army from their 
country, as it has said it will do in 1990, 
or as long as the government in Phnom 
Penh is communist, but some are al- 
ready going back quietly without in- 
forming the pro-resistance adminis- 
trators in their camps. 

No one knows how many people 
have done so. Aid officials have re- 
ported that so far this year, 60 out of 
1,000 Cambodian refugees who applied 
to resettle in the US | idis | ite 
the camps before they could be inter- 
viewed by the Americans. Relief work- 
ers said, however, that this group 
should be the least likely to want to.go 
back because it had the better possibil- 
ity of being resettling in the West. 

Violence has escalated in part be- 





cause of the availability of weapons. 
particularly in Site 2, which lies just 
south of a major smuggling route into 
Cambodia. Chum Cheth, a police offi- 
cer in the Ampil section in the northern 
part of the camp, said refugees had been 
persuaded to turn in 100 grenades in the 
past four months with the offer of a Baht 
20 ( 80 US cents) reward. The arms-for- 
cash programme stopped recently when 
the pole ran out of reward money. 

e split between the KPNLF'S pre- 
sident Son Sann and his military com- 
mander, Gen. Sak Suthsakan, also 
makes it difficult to arrest offenders be- 
cause they refuse to cooperate. “$оте- 
one can kill a person in Site 2 South and 
flee to Nong Chan in the north or to a 
military base and he'll never be ar- 
rested,” observed one relief worker. 

Security at the camps has improved, 
however, with the replacement in Au- 
gust of Task Force 80, the Thai 
paramilitary group responsible for their 

olicing, by the new Displaced Persons 
Protection Unit (DPPU). “Task Force 
80 was corrupt, rotten and interested 
only in making as much money as possi- 
ble,” said one international agency 
representative. "Often they were re- 
cruited straight out of prisons." 

Refugees and aid workers agree that 
the DPPU is much better. Two of the 
five DPPU units comprise women and 


| all their members are volunteers who 
| have completed military service. The 
| DPPU units include “moral support 
teams," which counsel refugees in dis- 
tress, organise games and help the ref- 
ugees raise pigs 
Unfortunately, their more gentle ap- 
| proach has created new problems. 
"People are no longer afraid of them," 
said one relief worker, describing the 
problems at the Khmer Rouge-adminis- 
| tered camp of 35,000 south of Aranyap- 
rathet. "Around Site 8, refugees now go 
out to rob or work for Thai villagers. 
They know they won't get shot any- 
more." To tackle this, the UN Border 
Relief Organisation will put up a fence 
around the camp and build a prison for 
those caught violating camp rules 
Despite the shelling of 22 August 
from across the border, the threat of fire 
from Vietnamese and pro-Vietnamese 
Cambodian troops inside Cambodia has 
also dropped since Hanoi's 1984-85 of- 
fensive forced most refugees into Thai- 
land. The latest shelling of Site 2 was 
provoked by cattle smugglers from in- 
side Cambodia who tried to avoid pay- 
ing "taxes" to local Cambodian soldiers, 
| according to aid officials. The angry 
troops fired 15 shells after the 
smugglers, one of which landed in an 
| isolated house in the camp and killed 
| one refugee. — Murray Hiebert 
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PHILIPPINES 


A thousand days 


President Aquino celebrates her record in power 


By Rodney Tasker in Manila 

hen Corazon Aquino emerged 

from the political upheaval of Feb- 
ruary 1986 as president of the Philip- 
pines, many thought her popularity 
would not be enough to keep her at the 
top for long. Perhaps that was why on 21 
November she chose to rub her critics" 
noses in her first 1,000 days in power 
and to set targets for a similar period 
ahead. 

Apart from the Filipino love of an- 
niversaries, there was little else to ex- 
plain why Aquino should choose the 
1,000-day mark to vaunt her govern- 
ment's record. A recent nationwide poll 
conducted by Manila's Ateneo Univer- 
sity, whose previous surveys were consi- 
dered accurate measures of the nation's 
pulse, indicated that support for 
Aquino remained steady at 73%. Many 
of her government programmes had 
also been given high marks — including. 
surprisingly, peace and order. 

Another reason for the celebrations 
may have been to pre-empt an anniver- 
sary expression of growing criticism of 
her leadership in the media here, re- 
flecting the views of many in Manila's 
intellectual and even business circles. In 
any case, the president gave a plausible 
account of her record so far while paper- 
ing over the fact that a majority of 


SRI LANKA 





by rightist forces led by disgruntled ele- 
ments in the armed forces and by Mar- 
cos loyalists. 

Aquino singled out the rightist threat 
as the main reason for a lack of interna- 
tional faith in the government's ability 
to maintain political and economic sta- 
bility. Presumably referring to a coup 

attempt led by rene- 





Filipinos do not feel 
their lot is improving 
— if the Ateneo poll is 
a reliable gauge. 

The main thrust of 
Aquino's nationally 
televised speech was 
to remind her people 
that she had restored 
and maintained full 
democracy in her 
country after former 
president Ferdinand 
Marcos’ dictatorial 
rule. On that she could 
not be faulted. The 
Philippines has South- 





a ah 
Aquino: optimism. 





gade colonel Gregorio 
Honasan, which near- 
ly toppled her govern- 
ment in August 1987, 
Aquino said: “The mi- 
litary rebels succeed- 
ed in all but destroy- 
ing the faith and con- 
fidence of the world 
in our country and 
in undoing а great 
deal of what had been 
achieved from our 
early reforms." 


sese: main сап... 
of perhaps more 





east Asia's freest poli- 
tical and social system, even if human- 
rights abuses continue as the military 
and other riphtist forces combat the 
Left. 

Introducing Aquino before her 
speech, press secretary Teodoro Be- 
nigno pointed out that "the centre has 
held and will continue to hold." That 
was a reference to the fact that while the 
government still has to keep in check a 
communist insurgency that controls an 
estimated 25% of the country's villages, 
Aquino has been assailed by two major 
attempted coups and three minor ones 


Merged — for now 


Council elected minus the Tigers and with a referendum to come 


By Manik de Silva in Colombo 
S ri Lanka's major obligation under 


its 1987 accord with India was com- 
pleted on 19 November with a council 
election for the temporarily merged 
Northern and Eastern provinces where 
Tamil separatists have been fighting a 
five-year long war. Yet, despite a sur- 
prisingly high 63% voter turnout, the 
credibility of the new council remains in 
question because the dominant guerilla 
group refused to contest the election. 
Also in question is the permanence 
of the merger. The Eastern Province is 
ү in almost equal proportion 
y Sinhalese, Tamils and Muslims, and 
a referendum must be held there within 
a year to determine whether the people 
wish to remain linked — and therefore 
dominated — by the predominantly 
Tamil north. 
With the Liberation Tigers of Tamil 
Eelam (LTTE) refusing to contest be- 





cause they opposed the accord itself, the 
36 northern seats went uncontested to 
an alliance of the relatively less influen- 
tial Eelam People's Revolutionary Lib- 
eration Front (EPRLF) and the Eelam 
National Democratic Liberation Front. 
The EPRLF also contested seats in the 
east against the two-year-old Sri Lanka 
Muslim Congress, and the ruling United 
National Party (UNP). 

Predictably, the EPRLF, which was 
backed by India, and the Muslim Con- 
gress carried the province, with 17 seats 
each, with the UNP winning a solitary 
seat. It was clear that Muslims had 
voted for the congress and the Tamils 


for the EPRLF. The Sinhalese, resent- | 


ful of the merger and unhappy about the 
lack of protection from attacks by the 
Tamil separatists, appeared to have 
largely ignored the election, 

As both the LTTE and the militant 
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enduring uncertainty 
among potential foreign investors in the 
country is the communist insurgency. 
Aquino dwelt only lightly on this issue, 
saying that “our policy of reconciliation 
first, and force when it fails, has brought 
down the strength of the insurgency 
substantially.” 

While such sweeping optimism is 
supported by few military analysts in 
Manila, there is reason to believe that 
the armed forces are gearing up for a 
more sophisticated campaign against 
the Communist Party of the Philippines 
(CPP) and its military arm, the New 


Sinhalese Janatha Vimukthi Peramuna 
(JVP) in the east had tried to frighten 
voters away from the polls, the 50,000- 
strong Indian Peace Keeping Force, in 
Sri Lanka for 15 months now to help it 
plement the 1987 accord, worked ha... 
to ensure minimum disruption. The In- 
dians stressed that the election was con- 
ducted entirely by the Colombo govern- 
ment with their troops only providing 
security and, where requested, some 
logistical assistance. 


ith the presidential election due on 

10 December and the majority of 
the non-Tamils in the Eastern Province 
perceived to be opposed to a continuing 
north-east link, many observers in Col- 
ombo expect President Junius Jayewar- 
dene, who is not seeking re-election, to 


| quickly announce a date for the referen- 


dum in the east. The Indians who per- 
ceive Tamil aspirations as strongly pro- 
merger would not favour any delinking. 
Questions are already being asked 
about whether the Indians would coop- 
erate in holding a referendum in which 
their interests might lose out. 

The Muslim Congress, with its 
strong showing in the east and its less 
spectacular successes in winning Mus- 
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People's Army (NPA). For the first 
time, the military has developed a 
national plan which stresses the im- 
portance of winning the communists’ 
mass base back to the government 
fold, rather than waging a purely 
battleground campaign against the 
NPA. 

The recent capture of several com- 
munist leaders, together with an 
ongoing ideological and tactical debate 
among CPP cadres, is believed by 
military analysts to have led to some 
dislocation among the party leader- 
ship. One indication of a lack of will 
among the rebel leadership is the sharp 
drop this year in the number of NPA 
"sparrow squad" attacks on military and 
police. personnel in. Manila, as well 
as a decline in the number of guerilla- 
initiated. skirmishes with government 
troops. ; 

Legal leftist fronts have also been 

pt at bay, though this has led to howls 

. human-rights groups over the grow- 
ing number of alleged leftists who have 
“disappeared.” One result of a tougher 
government attitude towards the Left 
has been the drop in the number of 
politically motivated strikes, which a 
year ago were exasperating indus- 
trialists and discouraging investment. 
The number of strikes so far this year is 
officially estimated to have declined by 
nearly 50% from last year. 

This is one factor leading to what 
Aquino described as an “economic 
boom” in the Philippines, though she 
realistically cautioned that this was con- 
sumer-led and thus may be short-lived. 
The economic turn-round since she 








lim votes in earlier provincial council 
elections elsewhere, is preparing to use 
its leverage with both the UNP and the 
main opposition Sri Lanka Freedom 
rty (SLFP) to carve out a Muslim 
ajority provincial council in the east, 
for it does not favour a merger either. 
The congress has thus far backed the 
SLFP's presidential candidate, Sirima 
Bandaranaike, but may now offer its 
support to whoever it can wrest conces- 
sions from in the parliamentary election 
that must follow the presidential poll. 
While Bandaranaike is already com- 
mitted to doing away with the provincial 
councils, which were only set up this 
year, should she win the election, it is 
clear that the SLFP is willing to concede 
considerable provincial autonomy to 
Tamil- and Muslim-majority areas to re- 
solve the ethnic strife that has torn Sri 
Lanka society and its economy apart, 
Prime Minister Ranasinghe Pre- 
madasa, the UNP presidential candi- 
date, has slowly distanced himself from 


Jayewardene's arrangements with India | 


-— under which the provincial councils 


were to be formed — and both he and | 


Bandaranaike tell election rallies that if 
elected they will secure an Indian puli- 
out. But with the Indians having failed 





| came to power has been impressive, 
| going from a negative growth of 4% in 
| 1985 to a plus 6.8% in the first half of 
| this vear. 
| While growth is starting to slow 
| down, it is still forecast at the rate of 
| 6.576 a year over the next two years. At 
| the same time, the economy notched up 
| an increase of 13.4% in fixed capital in- 
| vestment in the first half of this year, re- 
| flecting growing interest among invest- 
| ors — mainly from Japan and Taiwan. 
| But the benefits of the "boom" have 
| yet to filter down to the urban and rural 
| masses, and as many as 7096 of fami- 
| lies in. the Philippines live below 
the poverty line. In her speech, Aquino 
| set as a target for her next 1,000 days 
а reduction in poverty to 45% of 
| Filipino families — an ambitious goal 
which many diplomats. considered un- 
| realistic. 
| Aquino's other 1,000-day targets of 
| 6.576 growth in real terms, the creation 
| of 1 million jobs a year, single-digit in- 
| flation and adequate international re- 
| serves are considered more feasible. In- 
| flation has already been brought down 
| to 8.7% this year, reserves currently 
| stand at 0581.6 billion, or less than 
three. months’ imports, and, Aquino 
said, 3.1 million jobs have been created 
| during her period in power. 

What Aquino did not address during 
her speech was the fact that she still 
finds it difficult to implement policies. 

Another issue she ignored was that 
of lingering corruption in her govern- 
ment and persistent reports of graft and 
other financial irregularities among her 
own relatives and friends. a 








so far to disarm the LTTE, and 
| Sinhalese militants creating havoc in the 
| south, an immediate Indian withdrawal 
| would hardly be practicable. 
| | Any Colombo government has to 
| also be conscious of the fact that the 
| Tamil separatist war was able to assume 
the proportions it did because of the In- 
dian factor in the equation. The Tamil 
separatists enjoyed extensive support 
from the southern Indian state of Tamil 
Nadu and both trained and staged raids 
from there until the 1987 accord, when 
New Delhi deprived them of logistical 
and other support. A future Sri Lankan 
Government proposing to tinker with 
the accord cannot be unconscious of the 
inherent dangers of such an action. 
While the northeast election was 
being concluded, the southern militants 
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FOREIGN RELATIONS 





ov took pains dispel Indian misgivings over dalliance with China. 





A shot in the arm 


Gorbachov reassures Gandhi over China rapprochement 


By Salamat Ali in New Delhi 


. * . * + * | 
oviet President Mikhail Gorbachov's 


17-20 November visit to India 
marked the formal beginning of a new 
phase in bilateral relations, focusing 
upon the two countries’ policies towards 
China and Southeast Asia. The visit 
тате at a crucial time. with Gorbachov 
finalising the agenda for discussions 
with his US counterpart and drawing up 
plans for a summit with Chinese leader 
Deng Xiaoping. The Soviet leader was 
at pains to dispel Indian misgivings that 
Moscow's anticipated normalisation of 
relations with Peking could mean the 
downgrading of its ties with New Delhi. 

The visit was well received, with 
Prime Minister Rajiv Gandhi saying it 
had resulted in a "tremendous improve- 
ment" in the unparalleled ties between 
the two countries. However, some dif- 
ferences persist — mainly on the Soviet 
view that Asian countries should coop- 
erate on regional security, and on 
China. 

Although little has been said about 
the private discussions between Gandhi 
and Gorbachov, informed sources be- 
lieve Gandhi suggested that Gorbachov 
was trying to push through his concept 
of regional cooperation too fast. And 
the Soviet leader is thought to have tried 
to convince Gandhi that China can no 
longer afford to be confrontational be- 
cause of the demands of its modernisa- 
tion programme. 

The timing of Gorbachov's second 
visit in two years could not have been 
more significant, given the thesis he put 
forward in New Delhi, that normalisa- 
tion of relations between India, China 
and the Soviet Union would be crucial 





for Asia and the world. It was his sixth 
meeting with Gandhi in the past four 
years, while Indian President R. Ven- 
kataraman's first foreign visit after his 
election was to Moscow. 

As well. Soviet Foreign Minister 
Eduard Shevardnadze is due to visit 
China and Japan soon and his Chinese 
counterpart is scheduled to visit Mos- 
cow next month. Gandhi himself is also 
to visit Peking next month. Officials ac- 
companying Gorbachov indicated also 
that the Sino-Soviet summit could take 
place ahead of the widely anticipated 
date of April next year. 

On the eve of their New Delhi visit, 
the Soviets laid the backdrop by claim- 
ing that in order to ease tension in Asia 
they had thinned down their military 
presence in Mongolia, initiated the 
Soviet troop withdrawal from Afghanis- 
tan and offered to withdraw long-range 
missiles from Soviet Asia. 


mong the other claims publicised by 

Moscow were: supporting negotia- 
tions for scaling down superpower naval 
activity; proposals for nuclear weapons- 
free zones in Southeast Asia and the 
Korean peninsula: calling for the re- 
sumption of talks on the Indian Ocean 
as a zone of peace: suggesting a reduc- 
tion of conventional forces all over 
Asia. and a discussion of confidence- 
building measures and non-use of force 
in the region. 

During the visit, Gorbachov's dis- 
cussions with Gandhi are believed to 
have centred upon their respective as- 
sessment of China's policies and to 
some extent upon the Afghan situation, 









lus the post-election uncertainties in 
akistan. China and Pakistan were not 
mentioned in the joint statement by the 





| two at the conclusion of the visit. though 
| the document indirectly criticised Pakis- 


tan and the US for violating the Geneva 
agreement on Afghanistan. 

However, it did not name the two 
countries, presumably to avoid souring 
the atmosphere for the forthcoming 
talks between Gorbachov and US presi- 
dent-elect George Bush, as well as to 
encourage the newly elected Pakistan 
Government to follow what is described 
as a less obstructionist policy. New 
Delhi and Moscow have proposed an in- 
ternational conference on Afghanistan 
and called upon the UN secretary-gen- 
eral to convene a meeting of all Afghan 
groups involved in the conflict. 

The statement on Cambodia was far 
more blunt, calling for a solution which 
would keep out of the power structure 
the "genocidal faction," a reference 
the Khmer Rouge. 

The differences in perception were 
mainly on Asian security. Gandhi is said 
to have argued in their private talks that 
though China had been vocal about the 
need for improving its ties with India, it 
had not yet given any indication of à 
change in what New Delhi believes to be 
Peking's rigid stand on settlement of the 
border dispute. 

Gorbachov has been at pains to as- 
sure the Indian Government that Mos- 
cow was not reordering its priorities in 
Peking's favour. He went out of his way 
in three of his public speeches to em- 
phasise that such apprehensions were 
totally speculative and baseless. 

The assurance was welcomed by 
Gandhi in view of the pivotal position of 
Moscow for New Delhi's needs, espe- 
cially for military supplies. As China and 
Japan rank very high in the priorities of 
the two superpowers, India sees its role 
as a major Asian player that has to de 
lop close relations with the nations oi 
South and Southeast Asia as a counter 
to Peking's pre-eminence in the region. 

The Soviets apparently do not wish 
to persuade India otherwise. In fact, 
they emphasised that there was great 
scope for both to work together for 
peace in Asia and also that India should 
take more “forceful steps" in promoting 
peace and stability in Asia. 

Apart from these larger security is- 
sues, the Gorbachov visit was notable 
for the major step forward in bilateral 
relations. Four agreements and a pro- 
tocol were signed, covering exploration 
and the use of outer space, economic 
and technical cooperation in power pro- 
jects, a cultural agreement, an agree- 
ment to supply India two 1,000-mW nu- 
clear power reactors on a turnkey basis, 
avoidance of double taxation and the 
setting up of a 6,000-mW thermal power 
plant. for which the Soviets will provide 
their biggest ever credit to India — КЬ 
3.4 billion (US$234.48 million) for 20 
years at 2.5% annual interest. п 

















1 DECEMBER 1988 ө FAR EASTERN ECONOMIC REVIEW 
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Alcatel n.v., World Trade Centre 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Nethe 


The Swire Group P4 





THE NEW 


MARCO POLO 
BUSINESS CLASS 





BUILT TO HELP 
THE CORPORATE BODY 
ARRIVE IN 


BETTER SHAPE 


On July 10th, 1988 we invited 
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international finance company, 
to test the New Marco Polo 
Business Class. 

The changes he saw are 
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individual space per passenger. 
Wider, more comfortable seats. A 
new interior designed to create а 
relaxed, business-like atmosphere. 
And, on long haul flights, 
foot- and leg-rests to enhance 
passenger comfort. 
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with his approval. 

But one thing pleased him 
more than anything else. 

The fact that we hadn't changed 
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€ I WAS lying in the sun on the beach 
of Hanauma Bay on the eastern end of 
Hawaii's Oahu island. My mask, snor- 
kel and flippers lay discarded after a 
magnificent swim around the coral reef. 

The weather was glorious, the only 
sound being the dull crash of the surf: 
my mind was in neutral. Suddenly the 
fellow lying down on an adjacent beach 
mat destroyed the natural peace by roll- 
ing over on to his elbow and asking. 
"Tell me, Derek, do you think Japan 
should have a sense of national pur- 
pose?" 

I should explain. I was in Hawaii for 
five days very recently to “make a pre- 
sentation" and take part in some work- 
shop/seminars at Hawaii's East-West 
Center. I was there (believe it or not) as 
the George Chaplin Scholar-in-Resi- 

` nce (hardly an accurate title given the 

»rtness of my stay and my lack of 
academic pretensions). The trip to the 
beach was on my one free day, and the 
chap on the sand next to me who posed 
the question was Susumu Awanohara. 
the REVIEW's regional editor who is off 
on a year's sabbatical at the Center. 

€ THE quick answer to his unwel- 
come question was "No." The rest of 
Asia has good cause to remember the 
years during which Japan did have à 
sense of national purpose, and we were 
lying on a beach from which, almost 
exactly 47 years ago, one could have 
seen the planes preparing for their as- 
sault on Pearl Harbour. 

But will the economically powerful 
grandchildren of those pilots be con- 
tent with re-modelling their own archi- 
pelago. consuming the products of their 
own industries and keeping up with 
the Jones (or with the Tanakas) by oc- 
casionally purchasing an American 

ак, a bottle of Scotch or an Italian 

ndbag? 
€ JAPAN'S growth from the ruins of 
World War II has been characterised by 
an understandable lack of self-confi- 


TRAVELLER'S TALES 











dence, a conviction that their hard-won 
wealth is transitory and built on sand, 
reducible to ruins again by fire, earth- 
quake or a Pacific tsunami. Japanese are 


often seized by the feeling that no one | 


really understands them (possibly in- 
herited from the centuries of isolation 
imposed on the nation by the Shogun- 
ate, until the Black Ships of Commo- 
dore Perry forced them into the 19th 
century). At its most ludicrous it can re- 
sult in pseudo-scientific claims that their 
blood structure or their brain functions 
are different from those of the rest of 
humanity. At its worst it can take the 
form of xenophobia. 

This in turn sometimes takes the 
form of a desire to return to the largely 
imaginary virtues of the years of feudal 
isolation. Of course, any sense of na- 
tional purpose must be built on the past 
and Japan's folk memories of the days 
of the samurai are more recent and vivid 
than are, say, the Arthurian legends for 
the British. The 16th-century swords- 
man Miyamoto Musashi is more real 
than Sir Lancelot. 

€ MUSASHI'S martial exploits, inap- 
propriately enough, have been one of 
the main inspirations for Masami Tera- 
oka, a Japanese-born artist who today 
divides his time between the US main- 
land and Hawaii, where I first learned of 
him. His works masterfully encapsulate 
the cultural cul-de-sac into which such 
irrational nostalgia leads — as it once 
led the novelist Yukio Mishima. Tera- 


| oka paints in the style of the great Ja- 


panese woodblock artists, often using 
traditional settings such as Kabuki and 
Noh dramas as backdrops for his satiri- 
cal juxtaposition of the ancient and 
modern, He paints the waves foaming 
into Hanauma Bay with a purely Japan- 
ese feeling. Others, all done within 
Strictly Japanese traditions, amusingly 
satirise the West's impact on Japan — а 
blonde slurps noodles while a geisha 
consumes French fries 
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. à pair of chop- | 





sticks lies by a hamburger, another 
geisha tries to tear open a condom pack 
age with her teeth an octopus 
munches on a Japanese tattooed courte- 
san and portrayed in the mainstream 
tradition of ukiyo-e 
shunga. 

€ THE handsome illustrated book of 
Teraoka's collected works (Waves and 
Plagues, published by Hawaii's Con- 
temporary Museum) sports an ultra- 
academic commentary by Howard Link 


OT 


erotica Of 


of the Honolulu Academy. It uncriti 
cally describes the pictures’ satirical 
content dead-pan, as if they were writ- 


ten by Buster Keaton. That's fine for for 
the hamburgers, but the same tone is 
used to detail the artist's latest series on 
the Plague in other words the tor 
tured pictures inspired by the death 
from AIDS of a friend's baby as a result 
of an infected blood transfusion. There 
is not a word about the anti-alien. anti 
American aversion 

The AIDS plague is depicted in 
painting after painting as something 
foul, deadly — and alien. In the 
spectre of AIDS drifts from a skeleton 
aboard Commodore Perry's Black Ship 
moored off-shore into a Japanese 
brothel, via a kabuki female imper 
sonator and various courtesans, some of 
whom аге examining condoms of 
enormous size. As if that message was 
not plain enough, in the harbour di- 
nosaurs are sinking a Soviet submarine 


one, 


labelled Toshiba (the artist's comment 
on the Japan-bashing by US Con 
gressmen) while an inset shows an 


American trade negotiator wrangling 
with Prime Minister Noboru Takeshita 
Japan's main imports from the US 1р: 


pear to be the giant condoms. and 
AIDS 

If these are the attitudes of a Japan- 
ese who has lived in the US for more 


than two decades, the identification of 
any sense of national purpose threat 
to be complicated indeed 


ns 
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Blood money that leaves 
Japanese feeling queasy 


By Bob Johnstone in Tokyo 

very evening since Emperor Hiro- 

hito became critically ill with pan- 
creatic cancer two months ago, a con- 
signment of freshly donated blood has 
been rushed by car to the Imperial 
Palace in Tokyo. There, it has been ad- 
ministered to the dying man in the form 
of transfusions. 

In those two months, Hirohito has 
received some 20.000 cc of blood. the 
equivalent of at least four complete 
changes of blood and an extraordinary 

tament to the robustness of his con- 

ution. The transfusions make up for 
the blood that he has lost by vomiting or 
discharging in other ways as the result of 
internal haemorrhaging. 


Japanese have been able to discover , 


these and other gruesome details about 
their emperor at breakfast, from daily 
bulletins that appear on the front pages 
of their newspapers. One paper recently 
went so far as to speculate that, as the 
result of so many transfusions, doctors 
were having trouble finding places to 
stick needles into their unfortunate pa- 
tient's veins. 

Few Japanese have challenged the 
propriety of publishing such intimate 
and gory details. Nor does anyone ques- 
tion whether administering seemingly 
endless transfusions was the best way of 
treating Hirohito's condition. For Japan 
is a country where the doctor's word is 
law, and massive use of blood and blood 
derivatives is by no means unusual. 

Since the beginning of the decade, 
--pan has been importing huge quan- 
tities of blood products, mostly from the 
US. At one stage. the Japanese were 
consuming an estimated one-third of the 
total world market for such products. 

This imbalance has no medical jus- 
tification, but is rather the result of a 
combination of several factors, most 
notably: a government bureaucracy 
which has consistently put corporate in- 
terests ahead of individual ones: com- 
panies which have been able unscrupul- 
ously to exploit deficiencies in the na- 
tional blood-donation programme; a 
system of dispensing drugs from which 
doctors and hospitals profit from over- 
prescribing, and a medical profession 
which is virtually a law unto itself. 

The huge flow of imported blood 
products to Japan has drawn criticism 
from bodies such as the World Health 
Organisation, which recommends that 
countries should aim for self-sufficiency 
in blood. It has also, tragically, led to 
some 40% of Japan's 5,000-odd 
haemophiliacs becoming infected with 


the AIDS virus (REVIEW, 9 Apr. '87). 
So far, of the 80 people who have died 


from AIDS їп Japan, 46 were 
haemophiliacs. 
Ironically, it was concern over 


tainted blood that led the Japanese to 
establish a national system for collecting 
blood in the first place. Until the mid- 
1960s, nearly all blood used in transfu- 
sions in Japan came from paid donors. 
The problem with this method was 
that too much of the blood came from 
frequent thus often anaemic 


donors or the sick. The matter came to a 
head in 1964 when, after an assassina- 
tion attempt, the then US ambassador 
to Japan, Edwin Reischauer, received a 


cells and a liquid portion, known as 
plasma. Plasma could then further be di- 
vided into several therapeutically useful 
fractions, namely: albumin, which is 
used totreatshock and as a blood volume 
replacement in burn victims; globulin, 
used to instil immunity against infectious 
diseases, and factors VIII and IX, used 
as clotting agents in haemophiliacs, 

In Japan, the Research Committee 
on Blood Problems, an advisory body to 
the Ministry of Health and Welfare. 
proposed in 1975 that all blood products, 
including plasma derivatives, should be 
supplied by voluntary donations 

“It is very regrettable,” wrote Dr 
Masaru Shimizu, director of the De- 
partment of Transfusion Medicine at 
the prestigious Tokyo Women’s Medi- 
cal College, іп a recent paper, “that this 
timely proposal was not given any 
further consideration in the undertak- 
ing of the blood programme from that 
time on.” 

Why this proposal was not followed 
— is not known. But it is like- 
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Blood bank: relying on donors. 





| blood transfusion from which he con- 
tracted hepatitis. 


hat year, the government estab- 

lished the principle that all blood 
used for transfusions should come from 
voluntary donors. It entrusted the Ja- 
panese Red Cross with the collection 
and distribution. Despite little financial 
support from the government, this pro- 
gramme proved to be a great success. 
| By 1973, thanks to promotions such as 
the "Sharing Blood in the Spirit of 
Love" campaign held every July, volun- 
tary donations were able to meet almost 
all the need for transfusions. 

But demand for blood all over the 
world was increasing faster than supply. 
The response to this problem in the 
West was to make the available supply 
go further by separating it into compo- 
nents, each of which could be used for 
different purposes. 

Whole blood was divided into red 








ly that pressure was brought 
to bear on the government by 
the operators of commercial 
blood banks, who, given the 
reluctance of the Red Cross 
to hand over freely donated 
blood to private compa- 
nies, would have been forced 
out of business if the commit- 
tee's proposal had been adopt- 
ed. 

What happened was that, 
in 1976, the government ban- 
ned the export of blood and 
permitted the import of plas- 
ma. One of the main bene- 
ficiaries from this ruling was 
Green Cross, an Osaka-based 
firm which began operations 
in 1950 as a commercial blood 
bank. 

In 1978, Green Cross acquired a US 
subsidiary, Alpha Therapeutic, which. 
from a network of 27 paid donor 
centres, was able to provide 8095 of the 
parent company's needs for plasma. By 
1982, Green Cross dominated the Ja- 
panese market for plasma products, 
with a 50% share of albumin and clot- 
ting agents and a 36% share of globulin 

The company was thus well-placed 
to exploit the situation when, at the be- 
ginning of the 1980s, demand for plasma 
products and albumin in particular went 
through the roof. As Green Cross grew 
in size it also gained a reputation for 
somewhat unsavoury practices. In July, 
Green Cross was expelled from the 
Japan Pharmaceutical Manufacturers 
Association for selling unlicensed drugs 

The official explanation for this sud- 
den increase in the use of albumin, as set 
forth in a pamphlet issued by the Japan- 
ese Red Cross, is “ because of а 
steady increase in the number of disas- 
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ters and the rapid development 
of medical treatment which 
needs blood products." The 
fact of the matter, however, is 
that, egged on by companies 


like Green Cross, doctors 
began prescribing albumin in 
large quantities for purposes 
which were, at best, questiona- 
ble and, at worst, indefensible. 

In particular, the two most 
commonly inappropriate uses 
for albumin were, firstly, as а 
source of nutrition, for which 
there is no scientific evidence, 
and secondly, it was used in 
cases where laboratory tests 
indicated protein deficiency, 
even though the patient show- 
ed no symptoms. Shimizu re- 
ports that at one Tokyo hos- 
pital, during the third quarter of 
1983, just 2% of 2,743 units of al- 
bumin used were administered appro- 
priately. 

By 1985, Japan was consuming 3.8 
million litres of albumin, 96% of which 
was imported. That works out to 830 kg 
per million head of the population, two 
or three times more than the consump- 
tion of most developed nations. 

There are several reasons why the 
Japanese medical profession went over- 
board for albumin. One, says Dr 
Kagemitsu Ninomiya, secretary-gen- 
eral of the Japan Society of Blood 
Transfusion, was defective education at 
medical universities. 

Another is that albumin is rich in 
protein, a substance much lacking in the 
early post-war Japanese diet, and one 
which consequently acquired the aura 
of an elixir, even among doctors. Thus, 
nobody was going to question a doctor 
е a course of albumin for а 

ed-ridden relative qe not 
when the government's health insur- 
ance scheme was footing the bill.) No 
figures are available, but the elderly and 
bed-ridden have been the prime reci- 
pients of albumin. 

In Japan, it is simply not done to 


. question doctors at all. To do so would 


represent an unthinkable challenge to 
their professional competence. Anyone 
with the temerity to make such a chal- 
lenge would doubtless be told to take his 
symptoms elsewhere. 

Accompanying the great respect ac- 
corded them by society, doctors have 
complete authority in prescribing drugs 
and, in many cases, dispensing them, 
too. Under the Japanese system, doc- 
tors and hospitals pocket the difference 
between the (often heavily discounted) 
price they pay for a drug and the (strictly 
regulated) price that the government 
reimburses them for it. There is thus à 
direct financial incentive for them to 
over-prescribe. (The emperor, how- 
ever, has apparently m the market 

rice for the blood he has used since he 
is not a member of the government 
health plan.) 








RISING BLOOD PRESSURE 





REVIEWOIAGRAM by Ricky Mur 


Finally, there is the Japanese Red 
Cross Society's inability to provide the 
products. The society did not establish a 
plasma fractionation centre for the pro- 
duction of plasma derivatives until 
1983, and it has yet to acquire a licence 
to make clotting agents. This left 
haemophiliacs dependent on agents 
sold by US companies or made by com- 
panies like Green Cross from US blood. 

Albumin, which is in liquid form, 
had long been heat-treated, a process 
which virtually eliminates the risk of 
contracting an infectious disease includ- 
ing AIDS. However. clotting agents, 
which are solids either in pill or powder 
form, were not heat-treated, which re- 
sulted in AIDS cases in haemophiliacs 
in Japan. 


Bus US blood centres typically 
collect from poor areas where there 
are many drug addicts and then pool 
the blood before processing it, 
ic qns were quickly exposed to 
the AIDS virus. Although the virus was 
identified as such in 1984, it was not 
until the following year that AIDS-free 
coagulants were developed and ap- 
proved for sale in the US. 

There was also a lag of several 
months between their introduction in 
the US and in Japan in July 1985. The 
Health Ministry claims that the reason 
for the delay was the need to test the 
safety of the new product, but 
haemophiliacs claim bitterly that it was 
really to give firms such as Green Cross 
the chance to catch up with their US ri- 
vals. 

The plight of the haemophiliacs fi- 
nally drove home the perils of over-re- 
liance on imported plasma. In April 
1986, the Health Ministry issued a set of 
guidelines intended to promote self-suf- 
ficiency and reduce consumption. A 
priority of these guidelines was to in- 
crease the volume of blood donation. 
Ironically, Japan has one of the highest 
ratios of donors in the world; in 1984, 
the figure was 7% of the total world 
donors, putting Japan in third ae be- 
hind Switzerland and Finland. But each 












donation was only 200 cc, half 
as much as in other countries. 

The guidelines also au- 
thorised an increase in dona- 
tion to 400 cc — 12.8% of do- 
nations are now made in this 
amount — and recommended 
the introduction of special 
machines which extract the 
most needed components from 
the blood and return the rest to 
the donor. Currently, there are 
400 blood-donor machines in 
use with a further 600 to fol- 
low. The target is to reduce 
plasma consumption by be- 
tween 70% and 80%, to 2 mil- 
lion litres a year by 1990. Half 
of this is to come fon domes- 
tic sources. 

At the same time, doctors 
and hospitals have been told to pre- 
scribe less, and in a bid to encourage 
them to do so, local governments hi 
held seminars explaining appropri 
uses of plasma products. The ministry 
has been closely examining receipts sub- 
mitted by hospitals and refuses to reim- 
burse where it deems there has been 
over-prescription. 

As a result of these measures, con- 
sumption of plasma products has drop- 
ped 30% since the guidelines were is- 
sued. Although the decrease is expected 
to continue, a formidable obstacle has 
emerged in the form of dumping of 
plasma from the US. 

The combined effects of the yen’s ap- 
preciation and the drop in consumption 
because of fear of AIDS has meant that 
companies like Green Cross can offer 
imported plasma at less than half the 
price of the Red Cross’ products. Al- 
though the Red Cross gets its blood for 
nothing, its collection costs are much 
higher than those of the commercial sec- 
tor. 

Because of the big drop in the pr 
they pay for blood products, doctors саи 
continue to prescribe them in large 

uantities. Given the powerful position 
they hold in Japanese society, it is im- 
possible to dissuade them from doing 
so. Thus, it seems highly unlikely that 
the Japanese will be able to achieve 
their target of self-sufficiency in the 
foreseeable future. 

When and if they do, this will not 
mean the end of private-sector partici- 
pation. Green Cross is currently work- 
ing with another company and a quasi- 
governmental research institute on 
domestic production of plasma pro- 
ducts, vtae with the blessing of 
the Health Ministry. 

That a company such as Green Cross 
— widely accused of dumping, expelled 
from thé Japan Pharmaceutical Manu- 
facturers Association for selling un- 
licensed drugs and with a history of 
dubious ethical practices — should be 
thus encouraged is just one of the many 
mysteries that surround the murky busi- 
ness of Japanese blood products. п 
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Pacific Place, Hong Kong. 
The right place 
at the ngnt time. 





Pacific Place, the largest commercial development ever under- 
taken in Hong Kong s Central Business District, is already proving 


itself to be the right place | Or business 
Phase One comprises a retail shopping complex, serviced арап. 

Р ments, the Hong Kong Marriott Hotel, and an offi 

vas 100% pre-leased to some of the worl 

including American Express, ICI, IBM, and ABI 


In early 1990 you will have the opportunity 
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"With IBM, we work together — 


move together." 


— — Dr. Chaiyut Pilun-Owad President, Union Asia Finance Limited. Bangkok, Thailand 











. Dr. Chaiyut Pilun-Owad doesn’t care what 
happened yesterday. Even what's happening 
now is old news. He's concerned with what's 
` going on tomorrow, next week, next year. Dr. 
Chaiyut is president of Union Asia Finance 
Limited, a finance and securities-trading 
company. By staying ahead and anticipating 


© a financial trends, Dr. Chaiyut has tripled 
|. UAF's business in five years. 





"The support from IBM is 
important because we've 
expanded very fast — 
compared with other 


finance companies." 





But he doesn't work alone. He encourages his 
staff to look for new ways of analysing. 
information, and he encourages his computer 


company to find new ways of providing it. 


That's why regular meetings between UAF 
and IBM always end with the same question: 
what is the latest technology? 


Since 1983, UAF and IBM have worked to 
reach the leading edge. IBM helped it design 
and implement a system that provided direct 
access to computers on the stock exchange 
floor. IBM also introduced technology which 
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“In this kind of business, 
seconds mean a lot. The 
IBM system is giving us 
a competitive edge.” 


77 EY 
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allowed customers a direct link to UAF's 
system, making it the first securities company 


in Thailand to offer customers on-line, 


automatic stock-order processing. 


Now, UAF advises customers with sophisticated 
computer analyses based on up-to-the-second 
information. Computerised access to the stock 
market means customers never miss an 
opportunity to buy or sell, UAF has doubled 
daily transaction volume, and plans to 
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"We rely on IBM to 

improve the. 
our work and mak 
staff more product 











increase its customer base by linking its 
services to worldwide computerised stock- 


trading networks. Again, UAF is pushing 


ahead — IBM is providing support and 
technology to keep it moving. 





We're in the results business === 
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A forgotten chapter on 
the end of the Raj 


By Pinaki Sarbagjna 


N early three decades after he wrote 
them, the long-awaited “30 missing 
pages" from the autobiography of In- 
dian nationalist leader Maulana Abdul 
Kalam Azad have been published, 
creating a political furore. 

The cause of the uproar is an unpub- 
lished chapter of Azad’s memoir India 
Wins Freedom, which contains a candid 
assessment by Azad of the murky days 
just before India’s partition and the role 

layed by its leaders, especially that of 

ndia’s first prime minister, Jawarhalal 
Nehru. What was the reason behind this 
secrecy? Is there something about 
Nehru or Indian leader M. K. Gandhi 
that shows they had feet of clay? 

The counsel for the publishers, 
Orient Longmans, who saw the papers, 
commented that their 





fierce opponent of partition, apparently 
believed that Lady Mountbatten 
exerted great influence over Nehru, di- 
luting his opposition to the notion of 
partition. 

Azad, who died in 1958, was a top- 
ranking Muslim freedom fighter and a 
stalwart supporter of the struggle for in- 
dependence. A devout follower of 
Mahatma Gandhi, Azad strongly be- 
lieved in secularism and communal 
amity. But, unlike Gandhi, Nehru or 
Muhammad Ali Jinnah (the father of 
Pakistan), he did not have any charisma 
or influence with colleagues within the 
Indian National Congress, which he 
presided over for seven years (1939-46). 

But, the soft-spoken, self-effacing 
Muslim scholar stubbornly clung all 
through his life to his 





contents were “explo- 
sive and embarrass- 
ing,” but refused to 
divulge more informa- 
tion. The publishers 
also refused to issue a 
press release ahead of 
publication on 11 Nov- 
ember, ште) to 
keep public interest 
alive. 

The explosive part 
of the entire saga, 
however, is that the 

ortions kept sealed 
or 30 years are acutely 
critical of Nehru, mak- 
ing them а handy 
weapon for the opposi- 
tion to hit out at his 
grandson, Rajiv Gan- 





objection to the parti- 
tion of India on a com- 
munal line. When, on 
15 August 1947, the 
Indian tricolour trium- 
phantly floated in the 
sky for the first time, 
and Nehru was raptur- 
ous with his famous 
"Tryst with Destiny" 
speech, Azad was one 
of the few sad politi- 
cians in the assembly. 
A decade later, 
memories of the pre- 
artition days still 
aunted Azad, and in 
the тіа-1950 һе 
started writing — his 
memoirs, based on 
those events and the in- 





dhi, just before elec- 
tions next year. India’s leading maga- 
zine India Today said in its latest edition 
that the publication of the full memoirs 
“will provide ammunition for detractors 
of the Nehru family.” It added that 
" Azad's harsh criticism of Nehru will be 
highly embarrassing.” 

According to extracts published in 
India Today, Azad wrote that Nehru 
made a huge blunder in July 1946 by 
hinting that the Cabinet Mission Plan, 
which laid the groundwork for a unified 
independent India, was open to re- 
negotiation. “This was one of the great- 
est tragedies of Indian history and I 
have to say with the deepest regret that 
a large part of the responsibility for this 
development rests with Jawaharlal 
[Nehru]." Azad wrote. 

Lord Mountbatten, India’s last 
British raj, and his wife, Edwina, had a 
close friendship with Nehru. Azad, a 





side story of the parti- 
tion. Azad apparently wanted to put his 
account of that part of history on record, 
as he was one of the few key actors who 
were on stage as well as in the greenroom 
during the last act. It was a wise decision 
because /ndia Wins Freedom has re- 
mained an important record of that fate- 
ful period of the country's history. 


А‘ also wanted to write the memoir 
in English so that it would reach a 
larger audience, but he was not very 
comfortable with that language. He had 
to look for someone fluent in both Eng- 
lish and Urdu, and the man who fitted 
the bill was Humayun Kabir (1906-69), 
who served as Azad's political secretary 
in the 1940s and also worked in his edu- 
cation ministry (Azad served as educa- 
tion minister in Nehru's post-indepen- 
dence cabinet). 

In the second half of the 1950s, the 











two started their collaboration. Azad 
would dictate his piece in Urdu, while 
Kabir would translate it into English. 
Azad's desire was to have the book out 
on his 70th birthday, on 22 November 
1958. But nine months before that date, 
he died from a stroke. 

When Azad died, Kabir was a mem- 
ber of the central cabinet; so he made it 
clear in the preface that the published 
manuscript was an edited abridged ver- 
sion of what Azad originally wrote, and 
approved by him. Kabir also announced 
that Azad had requested that copies of 
the original unabridged text should be 
kept under sealed covers in the National 
Archives and the National Library and 
that the seals should be broken only 30 
years after his death — that is, on 22 
February 1988. 

The mystery of the Azad papers 
would have been solved early this year 
had it not been for a strange turn in 
events. Just 10 days before the 30th 
niversary of Azad's death, some тє 
bers of his family served legal notice to 
Orient Longmans restraining them 
from publishing the papers. Their argu- 
ment was that, as Azad's heirs, they had 
the right to those ere and the right to 
decide whether they ought to be pub- 
lished or not. 

The group was led by Najma Heptul- 
lah, a grandniece of Azad's and a promi- 
nent member of the ruling Congress (I) 
party. The issue was further compli- 
cated when Jayati Leila Kabir, daughter 
of co-author Kabir, also went to court 
demanding the papers be declared a na- 
tional property and released in an open 
court to prevent any tampering with the 
original contents. 

After almost six months of legal 
wrangling, the controversy finally came 
to a close when the seal was broken be- 
fore a packed courtroom on 29 Sep- 
tember. The court also instructed 
Orient Longmans to publish the cc 
plete memoirs to coincide with 
centenary of Azad's birth on 11 Novem- 
ber. 

The entire episode has left a bitter 
taste as it coincided with nationwide 
celebrations to mark the centenary of 
Nehru's birth. Heptullah's attempt to 
stop the publication of the text also had 
a strong political overtone — she was 
apparently not keen that something em- 
barrassing about the party and its lead- 
ers should come out, particularly a year 
before general elections take place. It is 
common knowledge, too, that Leila 
Kabir's husband, George Fernandes, is 
a strong critic of the Nehru family. 

The fact remains that since indepen- 
dence, India has been ruled by three 
generations of Nehrus and the spotlight 
has always been on their role and con- 
tribution. It is only appropriate that 
Maulana Azad should have his say and 
that the nation should know what was in 
his mind, even if it means that the repu- 
tations of some of India’s brilliant lead- 
ers may lose some of their sheen. п 
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310 Gloucester Road, Causeway Bay, Hong Kong 
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Business 
Travels 


With The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 








At present most of the 
world's leading airlines with 
routes in Asia use the Far East- 
em Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication їп Asia today. And 
does it more cost-efficiently. 






















If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/87 6 City Media 
Phase from the INTRAMAF 
STUDY independently con. 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 








Address your inquiries to: 
Samuel J. Atlee 
General Manager — 
Marketing & Sales 
Far Eastern Economic Review 
GPO Box 160 
Hong Kong 
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consumer goods from 8 sectors at the Frankfurt International Fair. 
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Fair and travel information 
admission tickets 


Australia 
German-Australian Chamber 
Industry & Commerce Ltd 
G.P.O. Box 4247 

Sydney, N.S.W. 2001 

Tei.: 29-39 98/3999 
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Hong Kong 

World Fair Consultants Ltd 
& PAC Travel C 

Tony Fung 

VF Tinta House 

44, Wellington Street 
Central Hongkong 

Tel.: 5-226646 

Telex: 64 878 PTCL HX 


India 

Messe Frankfurt Representative 
for India 

2-b, Vulcan insurance Bidg 
Veer Nariman Rd 
Churchgate-Bombay 400020 
Tel.: 222002 
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Indonesia 

PT Citra Harapan Abadi 
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Permata Hijau 

Blok 1, No 14 

Jakarta 12210 
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Telex: 46 369 CHA IA 
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Tokyo - 100 - 91 
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Pakistan 
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Karachi 14 

Tel.: 3104 04 / 05 
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Philippines 
European Chamber 
of the Philippines (E 
C.P.O. Box 215 Makat 
Manila 2801 

Tel.: 854-747/866-996 
Telex: 68045 eccpi pn 


South Korea 
Korean-German Chamber 
of Commerce and Industry 
C.P.O. Box 4963 

Seoul 

Tel.: (02) 77615 46-9 
Telex: dkihkk 22640 


Taiwan 

German Trade Office Taipei 
15 FI. Empire Building 

No. 87, Sung Chiang Road 
Taipei 10428 

Tel.: 5089028, 5062467 
Telex: 26 226 gertrade 


Thailand 

German-Tha: Chamber 

of Commerce 

699 Silom Road 

Р.О. Box 1728 

Bangkok 10501 

Tel.: 236-2396, 234 7190 ext. 3 
Telex: 82836 GTCC TH 


Organizer's Offices 
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AUTOBIOGRAPHY 


Bhutto on Bhutto 


Daughter of the East by Benazir Bhutto. Hamish Hamilton, London. £12.95 


(US$23.55). 


A young girl, heir to a feudal fortune, 
shy of boys but fond of apple cider 
and peppermint ice cream as à stu- 
dent at Harvard, grew up to be a 
politician considered by many as the 
saviour of her country. That is the tale 
told by Benazir Bhutto, at the ripe 
age of 35, in her just published auto- 
biography. 

Bhutto's self-portrait, released only 
days before the Pakistan elections 
from which she emerged as the most 
powerful political leader, is a frank and 
charming personal assessment, but it 
gives no hint of her political philosophy 
nor how it evolved. 

The book, largely written in the pre- 
sent tense, is a series of backward-look- 
ing reflections on the years she 
spent in jail and under house ar- 
rest during the era of the late 
president Zia-ul Haq, which 
ended with her enforced exile in 
1984. It is permeated with the 
immense suffering that this 
highly purger irl, born into 
one of the wealthiest Sindhi 
feudal landowning families, had 
to endure in detention. 

While Bhutto was under 
house arrest, army commandos 
almost killed her, military intel- 
ligence officers threatened her, 
and her pets at home were 
poisoned. She sampled many of 
the worst jails in the country. 
and languished for months in 
solitary confinement in cells that 








Once daughter of privilege, now political leader. 


her respectful wariness of men. When 
Harvard went co-ed, she was even fear- 
ful of entering the laundry room in case 
of a chance encounter with a male, 


though her Oxford contemporaries do | 


not recall such prim gaucherie. 

As a political and historial record the 
book is a great disappointment. There is 
a heart-rending first chapter on the last 
meeting with her father, former prime 
minister Zulfikar Ali Bhutto, as he 
waited in his death cell before being 
hanged on Zia's orders in 1979. But her 
father's controversial period of rule is 
glossed over, even whitewashed. 

Not surprisingly perhaps, there is no 
objective assessment of the period, with 
Bhutto senior emerging as the “most 


/ 











were like ovens, becoming 
anorexic as her hair fell out and her 
teeth ached, and developing a severe 
ear complaint which the authorities re- 
fused to allow to be treated. 

“I prayed Га hear that Zia was dead. 
But he was still alive," she writes, de- 
scribing how she feared the loss of her 
sanity during torture sessions in the 
hands of her pitiless jailers, who also 
tried to crush the spirit of her party 
cadres. Through the words of those ac- 
tivists, the book names a number of very 
senior military intelligence officials who 
carried out these interrogations. 

The best portions of the book are 
when she describes her youth and an 
education which took in a Karachi con- 
vent and Harvard and Oxford univer- 
sities, where she spent eight years. 
There is a childlike frankness and 
simplicity about the personal anec- 
dotes. Although the book is clearly writ- 
ten for Western consumption, she lays 
great stress on her devotion to Islam and 








unique man in Pakistan," a leader who 
tried to prevent the army crackdown in 
Bangladesh, though the historical rec- 
ord shows his uncompromising at- 
titude contributed to the army taking 


the decision which led to the loss of half | 


the country. There is no mention of the 
deep ethnic, social and political divi- 
sions that erupted in the country during 
his rule. 


№ is there any mention of how Be- 
nazir Bhutto coped with the deep 
divisions within her own Pakistan 
People's Party when she returned home 
from exile in 1986. She unwittingly de- 
scribes what many Pakistanis fear, that 
her years abroad followed by years in 
jail have militated against a deep-rooted 
understanding of the problems Pakistan 
now faces. 

She learned the art of public speak- 
ing at Oxford, the poison of casual 
racism from Heathrow airport immigra- 





tion officers, and the techniques of per- 
sonal security from Scotland Yard. "By 
studying at Harvard I began to under- 
stand more about Pakistan than I ever 
had by living there," she avers. It is 
significant that almost all the great per- 
sonal moments in her life, from her poli- 
tical education to her engagement, hap- 
pened abroad. 

We are left with no inkling of what 
she reads, whom she listens to, nor 
whether she has ever undertaken any 
written prescription for the problems 
and challenges facing her party and her 
country. There is no attempt at self- 
analysis or at a political critique of the 
tumultuous years she lived through. 
There is clearly an abhorrence of the mi- 
litary and a suspicion of the US, but the 
judgments on Pakistan's problems ere 
superficial and the book offers no otl 
clue as to who the real Bhutto is, where 
she stands politically and what her aspi- 
rations for ber country are. 

Bhutto makes no bones about how 
she rates her own family’s acumen and 
political destiny. On the third 
page of the book readers are 
asked to compare the Bhutto 
family with the Kennedys, and 
later on there are hints of saintli- 
ness and comparisons with the 
great martyrs of Islam. 

Although her family has been 
at the political fulerum of the 
country, there are no great reve- 
lations in the book. She suspects 
her father was murdered before 
he was hanged, and that her 
brother Shahnawaz Bhutto, who 
died mysteriously in France, was 
also murdered, but she remains 
non-committal as to who was re- 
sponsible. 

At times the literary st 
seems to have taken its inspira- 
tion from one of the more gush- 
ing women’s magazines, particularly 
when she describes her arranged mar- 
riage with Asif Zardari. He pursues her 
hand for two years, sends her roses, 
mangoes and marron glaces from Fort- 
num and Mason in London. When he 
takes her to a polo match at Windsor 
Park, she is stung by a bee and he gal- 
lantly tends the wound, thereby finally 
winning her over. 

No amount of saccharine-coated 
prose can disguise the fact that Bhutto is 
an immensely tough lady, who has 
emerged confident and determined 
{тот one of the worst political periods 
in Pakistan's short history and from her 
own traumatic experiences. Her youth 
and charisma ensure that she is going to 





| be around for a long time, and anybody 


even remotely interested in Pakistan 
should read Daughter of the East for a 
useful, if flawed, insight into what 
makes Benazir Bhutto tick. 

— Ahmed Rashid 
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“Pil not only be flying Lufthansa, 
Рт going to buy some of their stocks." 


This is an authentic passenger statement 





© Lufthansa 


OVER 2,00 YEARS OF CAREFUL BREEDING 
PRODUCED THIS CHAMPION 


Every once in a while, a truly great 
horse is born. A horse destined to become 
a supreme champion on the racecourse 
and to pass into legend. A Nijinsky or 
an Arkle,a Red Rum or a Shirgar — superb n« i 
animals who remain unchallenged in their lifetimes 
But perfection does not come about by chance. Such 
a horse is the result of the careful breeding of the bluest 
of bloodlines that can be traced for generations. And from 
the day of its birth, the young horse will be lovingly 
nurtured and cared for, meticulously shaped into a 
champion 
So it is with Hine X.O., the champion of fine 
cognacs, the choice of connoisseurs. 


Established in the heart of the Cognac region 





of France in 1763, the house of Hine 


has remained u nswervingly 


Leaves nothing to be desired 


{the thorughbred denote an impeccable pe 





faithful to the standards of quality set 


down by its founder, Thomas Hine. 


a 


Since the eighteenth 
century, every drop of 
Hine cognac has been lo- 
vingly matured under the watchful eye of 










one man, the cellarmaster, whose senses 
are his birthright and whose extraordinary 
talents can be traced back through 
six generations of the Hine family. 

Hine X.O.— a thoroughbred champion 
of maturity, delicacy and 
finesse. A cognac of 
incomparable quality, 


to be savoured with 


respect and infinite 
pleasure v 





HONGKONG 





Shrinking from democracy 


Democracy Shelved by Steve Yui-sang Tsang. Oxford University Press. HK$165 


(US$21). 


Hie repeats itself, but somehow 
people never seem to learn. Hong- 
kong’s debate last year on whether the 
territory should begin to have some ele- 
ment of direct elections by universal suf- 
frage to the advisory law-making Legis- 
lative Council (Legco) was only a repeat 
каше of what took place in the 
ate 1940s, when the then Labour 


government in Britain wanted to 
democratise the colonial political 
structure. 


Democracy Shelved by Steve Yui- 
sang Tsang, a research associate at Ox- 
ford University, provides a timely warn- 

to Hongkong people that within the 

t four decades, two major chances to 
grasp democracy have passed them by. 
In both cases, the governor and unoffi- 
cial (non-government) members of the 
top advisory Executive Council (Exco) 
and Legco were among the main cul- 
prits, as were obstructionist officials in 
the Colonial and Foreign Office. 


Tsang says that governor Alexander 


Grantham, who succeeded Sir Mark 
Young in 1947, sabotaged the reforms 
because he felt they were inappropriate 
since what Hongkong needed was "a be- 
nevolent autocracy." Unofficials also 
actively collaborated with Grantham. 
One of them, Exco and Legco member 
S. N. Chau, went all the way to London 
to tell the Colonial Office "there was no 
demand for reforms in Hongkong." 

Tsang's carefully researched book, 
based on interviews with retired civil 
servants and confidential government 
naners, reveals a tale of treachery and 

ayal by a handful of people in 

‘er, who successfully blocked the 
move towards democracy in the late 
1940s. The author regrets the 
lost opportunity and argues that 
the study of “а non-event re- 
mains instructive.” 

The reform in question was 
the so-called Mark Young Plan 
unveiled in 1946 when Young 
resumed his interrupted gover- 
norship and restored a civilian 
zovernment to the territory. 
The plan, backed by two suc- 
cessive Labour secretaries of 
state for the colonies, proposed 
to establish a territory-wide 30- 
strong municipal council and 
recommended ап unofficial 
majority for Legco. As Young 
and some British officials saw 
it, the reforms were aimed at 
fending off potential demands 
from China to take back Hong- 
kong. 

The main objective was to 
help Hongkong “develop an ac- 
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Young (centre) in Hongkong in 1946: thwarted. 


tive sense of citizenship" and to enable 
its inhabitants to express openly their 
general desire “to remain under British 
rule and to resist absorption by China." 

However, in classic Yes Minister (the 
popular British TV comedy) tradition, 
the plan was opposed by officials in the 
Colonial Office and the Hongkong gov- 
ernment, who felt elections would cause 
"serious disorder and disturbances." 
They also felt democracy was unsuitable 
because Hongkong people were apathe- 
tic and apprehensive. 

Tsang's account of how the Hong- 
kong community responded to the 
Young Plan showed the Hongkong pub- 
lic was politically more progressive 40 
years ago. During last year's political 
review, some government officials, 
businessmen and professionals argued 
passionately against democracy, saying 
it would destabilise the community and 
invite communist intervention. 

They also argued that elections 
would stir up rivalry between the 
Chinese Communist Party (CCP) and 
the nationalist Kuomintang (KMT) of 
Taiwan. Some Hongkong government 
officials even claimed that the CCP had 
always opposed democracy for Hong- 
kong, which was the main reason why 
the British had never introduced 
genuine elections. According to Tsang. 
such assertions are patently untrue. 


hortly after the Young Plan was 

made public, Tsang said, the local 
head of the KMT asserted that the party 
would do its best to assist the Hongkong 
government to implement its plan. The 
communists also failed the reform as 
"an important move towards demo- 


CHINA МАД, 
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| cracy" and “a contribution to demo- 
cratic development in China,” he said. 

Even the business community and 
the local press, with the exception of the 
English-language South China Morning 
Post, were all in favour of it. And, 
though the general public appeared 
apathetic to the reforms, more than 100 
business and professional bodies re- 
quested that the plan be implemcuted. 
The reformers said the fundamental po- 
litical problem was that the government 
was out of touch with the people and 
that the unofficials were generally seen 
| as "yes men" who had failed to bridge 
| the gap between the government and 
the governed. The same, of course, is 
still true today. 

The unofficials, on the other hand, 
told British officials the reformers did 
not "represent any genuine strength of 
public feeling and quarrelled too much 
amongst themselves to be regarded as 
responsible bodies." Again, similar al- 
legations were made last year 

In 1951, British secretary of state 
Oliver Lyttelton visited the territory. 
Minutes of an Exco meeting prior to his 
visit revealed that a lot of time was de- 
voted to finding out how to advise him 
to dodge questions on reforms likely to 
be raised by community leaders and 
journalists. 

Despite all the behind-the-scene 
machinations to stifle reforms, the plan 

‘as approved by the British cabinet in 
| May 1952. However, four months later, 
Lyttelton recommended that the 
cabinet abandon the reforms because 
the political and economic situation in 
Hongkong had deteriorated. Lyttel- 
ton’s recommendations were approved 
without comment, as neither the 
cabinet nor the British electorate was 
interested in Hongkong. This was a 
complete reversal of the cabinet's May 
decision and of the government's pledge 
in 1946. 

The official excuse used by the 
| British and Hongkong governments was 
the economic downturn in late 1950, 
when the US restricted trading with 
Hongkong to prevent China from using 
the territory to evade the US trade em- 


bargo. 

This experience is, again, instruc- 
tive. In February this year, the British 
Government announced that 10 directly 
elected seats in Legco would be created 
in 1991. However, should the economy 
be severely affected in the early 1990s 
by worsening international trade, the 
exodus of professionals or a massive 
collapse in confidence as the territory 
gets closer to the handover in 1997, it is 
conceivable that the British апа 
Chinese governments would jointly 
agree to postpone direct elections yet 
again. 

Apart from giving Hongkong a les- 
son in its abject failure to grasp demo- 
cracy, Democracy Shelved also points 
fatefully to the problems ahead. 

— Emily Lau 
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Thai efforts to cool overheating economy make little headway 


Brake failure in Bangkok 


By Paul Handley in Bangkok 

he Thai Government is straining to 

keep a grip on the nation's fast- 
moving economy. Rapid growth of 
commercial bank lending and heavy in- 
vestment in infrastructure develop- 
ment, along with high commodity 
prices, have overheated the economy. 

Inflation is threatening to rise above 
5%, while soaring imports will more 
than double last year's Baht 44 billion 
(US$1.76 billion) trade deficit. GDP 
growth is estimated at 10-10.5% this 
year, according to the National Eco- 
nomic and Social Development Board 
(NESDB). 

Initial steps by the technocrats at the 
Bank of Thailand (BoT, the central 
bank) to cool the economy have had lit- 
tle effect. The money supply, 
bankers say, has become very 
tight in the past six weeks, re- 
flected in the double-digit inter- 
bank interest rates, up nearly 
three points from 7.9% in July. 
BoT has also pushed up its three- 
day bond repurchase marker 2.5 
points since July. The climb was 
only halted іп mid-November 
when BoT injected a bit more 
liquidity into the system, after 
vigorous complaints from the pri- 
vate sector. 

Lending by commercial banks 
has far exceeded economists’ 
forecast of a 20-25% expansion 
rate. At Baht 794 billion, lending 
at the end of September was up 
29% over September 1987, when 
interest rates hit their lowest in 
years and the banks were flush 
with funds. Domestic credit growth in 
the first nine months of 1988 outpaced 
deposit growth 18% to 11.3%, accord- 
ing to the Bangkok Bank's research 
office. Most banks have topped the 
100% point for loans-deposit ratio, and 
are funding the expansion offshore. 

Higher rates and a slowdown in the 
growth of the money supply from July 
did not slow lending. In late October. 
the BoT warned commercial banks to 
ease off lending and criticised loans 
made “to no well-defined purpose” — a 
euphemism for lending to short-term 
real-estate speculators. However, 
Bangkok bankers say loan demand con- 
tinued unabated through mid-Novem- 
ber, despite a jump in interest rates. “A 
lot of these small people are making an 
obscene amount of profits, so it will not 
make any difference,” said one Thai 
bank executive. 

The central bank’s warning had 








some of the desired effect. Coupled | 
with warnings from the government's 
Land Department, frenzied speculation 
in eastern seaboard real estate began to 
cool off (REVIEW, 24 Nov.). Commer- 
cial bankers say that loan demand for 
property investments is still high, 
nevertheless. 

So far, the economy has not spun out 
of control. "The Bank of Thailand has 
followed very prudent policies," said 
Chartsiri Sophonpanich, a Treasury offi- 
cial at Bangkok Bank. Yet. points out 
another senior banker. "they do not 
seem to have found a solution" to keep- 
ing the economy in check without forc- 
ing a recession. "We have to learn how 
to drive at a higher gear," said Jada | 





Wattanasiritham, executive vice-presi- 
dent at Siam Commercial Bank. 

The BoT's primary worry is the ef- 
fect of the escalating trade deficit. Over | 
the past few months the forecast deficit 
for this vear has ballooned from Baht 70 
billion to Baht 90-100 billion, 7% of 


projected GDP. Imports are still 
strongly weighted in capital goods — in 
the first half of 1988, capital goods were 
37.8% of total imports and raw mate- 
rials for capital goods another 12.3%. 
There is some worry about growing 
consumer imports, especially in luxury 
items. Imports of built-up passenger cars 
in the first half were up 25 times over 
the previous year, despite a hefty duty 
ranging up to 600%. But these vehicles 
and even booming sales of locally as- 
sembled cars represent a small part of 
the trade figure. Altogether, consumer 





goods imports have not risen nearly as 
fast as capital goods imports. 


Capital investment should translate 
into increased exports, and NESDB 
chief Snoh Unakul predicted that ex- 
ports will likely grow next year to Baht 
500 billion, from around Baht 385 bil- 
lion this year. However, investment has 
shown no signs of slowing, and some 
economists see imports expanding at 
roughly 30% next year as well, slightly 
faster than exports. 

Snoh noted that only about 14% of 
investment projects which had received 
Board of Investment privileges this y 
had begun operating. Most of the r. 
which will require extensive capital 
goods imports, will become operative 
over the next two years. Snoh also 
suggested the possibility that invest- 
ment in infrastructure projects 
would have to rise from 6.8% of 
GDP to 8%. АП of this should 
translate into both higher im- 
ports and more pressure on local 
money markets. 

The trade deficit is offset cur- 
rently by a strong capital account 
— indirect investment into Thai 
securities, and the flow of funds 
from an estimated 4.25 million 
visitors this year — 25% more 
than in 1987. As a result, the ba- 
lance of payment is manageable. 


E: if the tourism sector 
grows, the flow of indirect in- 
vestment funds is likely to slow 
next year, if only because 
stockmarket cannot абыл 
them. And Thailand is running 
a large services account deficit 
at the same time, much of which is at- 
tributed to the weakness of Thai ship- 
ping. Concern over this was mani- 
fested in the recent moves announced 
to shore up the country's maritime 
sector. 

A sustained high deficit translates di- 


| rectly into pressure on the baht, which 


the central bank has managed to keep 
from shifting sharply against most major 
currencies. The bank would like to 
maintain its current heavily US dollar- 
weighted basket, without any major- 
currency rate shifts. A rise in commer- 
cial bank and private company borrow- 
ing offshore heightens the need for a 
steady baht. Many banks and private 
firms are still suffering the effects of 
losses on offshore borrowings when the 
baht was devalued several years ago, 
which gave rise to significant political 
tension. 

Another political hot potato would 
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be inflation. The Ministry of 
Commerce's consumer price 
index at end-September was 
4% over a year earlier, though 
within the BoT's 5% target. But 
average food prices rose 5.695 
from January to September, 
and the Bangkok “yuppie” in- 
flation rate — that applying to 
the middle and upper classes — 
was at least 12-15%. Some 
economists predict inflation of 
7% next year, stimulated by the 
| January increase in the 
minimum wage and in govern- 
ment salaries. 

The finance technocrats’ at- 
tempts to cool things off have 
been frustrated by the intense 
competition among banks to 
maintain market share in de- 
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cided Bangkok skytrain mass 
transit system, will require 
some additional Baht 400 bil- 
lion in funding in that period. 
This is in addition to normal 
borrowing needs, also expected 
to grow rapidly as export de- 
mand surges. Bangkok Bank's 
Chartsiri says the current 
tight money situation is long 
term 

Another move by the BoT. 
to adjust its rediscount window 
policy. raised a furore and had 
to be moderated. Used mostly 
to provide packing credits to 
exporters, the facility had been 
provided by commercial banks 
to the country's largest export- 
ers. Smaller firms, especially 
agricultural exporters, failed to 








posits and lending. While 
many of the smaller banks are already 

ng the 9.5% ceiling to time de- 
. lors, some banks are still lending 
short term at 11%. Bankers single out 
Siam Commercial Bank and Thai Farm- 
ers Bank as those "guilty" of keep- 
ing lending rates as low às interbank 
rates. 

To quell this competition, which has 
pared banks' spreads to the bone, the 
BoT has chosen to keep the 9.5% cap on 
time deposits and the 15% cap on loans. 
One result is that deposits are beginning 
to shift from banks to finance com- 
panies, which can pay higher rates. Fi- 
nance firms are beginning to play an im- 
portant role in the interbank market as 
well. 

The latter 15% cap is necessary to 
prevent wholesale bank and private 
company borrowing offshore to arbit- 
rage interest rate differentials. Bankers 
say they are beginning to see some of 
that type of activity under the current 
rates, 

ank funding has not entirely dried 
‚ „ 2t. Through November it appeared 
that the banks were still immediately 
turning over any funds they received. 
An injection of an estimated Baht 4 bil- 
lion in September, funds to be invested 
in the Stock Exchange of Thailand as 
the Thai Prime Fund. failed to dampen 
the climb of short-term money rates. 

Banks have increased their offshore 
borrowing, shown in the sharp reversal 
in commercial banks’ cumulative inter- 
national reserves since last year. At the 
end of December 1987, the banks had a 
positive balance of USSI60 million in 
foreign reserves. By end-September, 
this had become a negative US$436.3 
million in net borrowings, and was 
growing. 

The BoT insists it will not raise the 
ceiling on commercial banks’ foreign- 
exchange borrowing, which is now 20% 
of a bank’s capital funds. Several of the 
banks have already reached that limit, 
and the central bank is said to be turning 
a blind eye to those institutions which 
surpass it. Industry estimates say 











another Baht 10 billion can be raised ex- 
ternally by banks still under the 20% 
ceiling. 


he BoT also moved in October to 

cut the government bond-holding re- 
quirement for commercial banks from 
16% to 14% of deposits. This will have a 
delayed effect, for banks only update 
their bond holdings twice a year, 45 days 
after end-December and end-June book 
closing dates. The underdeveloped Thai 
bond market means that any bank in a 
surplus bond position will have trouble 
liquidating its bonds to raise funds. 

Eventually, this could free up an esti- 
mated Baht 16 billion. Yet conservative 
estimates say the main capital dev elop- 
ment projects scheduled for the next 


| three vears, such as the soon-to-be-de- 


ммм. 


FINANCE 


" benefit while the banks made 
easy business lending on the BoT-sub 
sidised 5% funds at 795. 

The adjustment meant the commer- 
cial banks had to provide 50% of pack- 
ing credit funds extended under the 
facility to exporters, where before they 
could get away with providing as little as 
15%. At the same time, a cap of 10% 
was put on the average interest rate for 
the mixed credits (from the BoT and the 
commercial banks). 

The banks in September protested 
that this exacerbated the liqudity prob- 
lem by forcing them to draw more of 
their own funds. "The timing was so 
awful." said one prominent banker. Po- 
litical pressure forced the BoT in Oc- 
tober to cheapen the costs of the new 
facility on farm commodity exporters, 
mostly rice traders. ü 


Reform without favour 


Indonesia eases curbs on imports and trade 


By Michael Vatikiotis in Jakarta 


I: а further demonstration of commit- 
ment to reform and liberalisation, the 
Indonesian Government has lifted more 
non-tariff barriers on imports, deregu- 
lated shipping and simplified licensing 
procedures in the trade and distribution 
sectors of the economy. The package of 
reforms is the second inside a month 
and Radius Prawiro, Coordinating 
Minister for the Economy, Finance and 
Industry, considers it "broader and 
more sweeping than any others in the 
area of trade and industry.” 

Initial reaction from the business 
community appears to support Prawiro 
“It is an impressive package,” said one 
local businessman, adding. "anything 
less would have been a major let- 
down." Prawiro is confident that the 
new reforms prove that Indonesia is | 
"giving greater freedom to the private | 
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sector." Some businessmen, however. 
remain sceptical of deregulation pack- 
ages which look good on paper. but are 
systematically ground down in im 
plementation, Referring to the exten 
sive set of reforms issued in December 
1987, one analyst remarked: “There has 
been а lack of drive from the top to 
make people do what is in these pack 
ages." 

The new package more than doubles 
the number of products freed from im- 
port controls under two previous de- 
regulatory measures, replacing non- 
tariff barriers with simple tariff barriers 
on imports of 318 items 

Of great significance was the re- 
moval of the controversial monopoly on 
importing plastics, since the high price 
of plastic base materials has been par- 
ticularly irksome to local manufactur- 
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ers. A state trading company, Mega 
Eltra, had sole agency rights over im- 
ports of plastics, which are currently im- 
ported through Panca Holdings, a Hong 
Kong-based company which lists two of 
the president's sons as directors. 

The breaking of the plastics 
monopoly, which Prawiro assured а 
sceptical audience contains — no 
loopholes or catches, will go some way 
to boosting confidence among local 
manufacturers. From 1 January 1989, 
anyone will be able to import plastics, 
which should bring down the price of 
raw materials and make Indonesian- 
made consumer goods more competi- 
tive in the domestic market. 

The move will also help Indonesia's 
growing petrochemical sector. Lower 
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A Pacific playground 


Japanese entrepreneur Takahashi builds a leisure empire 


By Nigel Holloway in Tokyo 


Hu Takahashi commands his 
far-flung business empire from a 
року office overlooking а children's 
playground in a Ginza sidestreet. Ap- 
pearances can deceive, for though the 
wallpaper in his office may be peeling, 
the paintings hanging there by Pissarro, 
Corot and Courbet are real enough. For 
Takahashi has in 11 years, starting with 
a small and sickly Japanese importer of 
electrical supplies, built а property- 
trading-finance conglomerate with US$6 
billion of assets around the Pacific. 

The man himself is as modest as his 
headquarters. Stocky and mild-man- 
nered, with a 20-year-old Seiko watch 
and a black Toyota, Takahashi has few 
passions other than work and collecting 
French Impressionist paintings. At the 
age of 43, he is also the quintessential 
dealmaker, prepared to take risky deci- 
sions in what he has called a "New York 
minute." He prides himself on the abil- 
ity to juggle 50 different deals in his head. 

Takahashi has not yet lost the Midas 
touch. and a string of deals — some of 
them controversial — show him build- 
ing a huge portfolio of South Pacific lei- 
sure facilities and holdings. Takahashi's 
vision is of a South Pacific dotted with 
top quality resorts and hotels for vaca- 
tioning Japanese salarymen and office 
buildings for their bosses. The time is 
ripe, since the Japanese are taking for- 
eign holidays as never before. 

A network of condominiums, hotels. 
pleasure parks and golf courses is taking 
shape, stretching from an unromantic 
spot on the Izu peninsular west of 
Tokyo to the more enticing Tahiti, the 
latter still under negotiation, as are re- 
sorts or hotels in Manila, Hawaii and 


southern California. Resorts in Saipan, | 
Guam and Sanctuary Cove are virtually 





"priced imported plastics will increase 





demand-and may create more of à mat- 
ket for goods made locally using plas- 
tics. In addition, more locally manufac- 
tured plastics are likely to come on 
stream in the next two years, as In- 
donesia embarks on a major develop- 
ment of the petrochemicals sector, in- 
volving investments of US$4.5 billion. 
Some of those formerly involved in 
managing the plastics monopoly are 
also key investors in the petrochemicals 
sector. 

Despite the government's apparent | 
commitment to the removal of all 
monopolies, some restrictions remain in | 
force. For example, though restrictions 
on importing steel have been 
weakened, certain items categorised as 





completed. Fiji and New Caledonia will | 
soon follow. Takahashi is also extend- | 
ing his European portfolio with hotels | 
planned in London and Milan. | 

In the South Pacific, Takahashi's pri- 
vately owned Electronic and Industrial 
Enterprises (EIE) is courting island 
governments, particularly Fiji, with 
promises of infrastructural develop- 
ment, while acquiring quality resort 
properties and а string of small 
shareholdings in regional airlines. 

This empire is built on ready sources 
of credit. For though he is virtually un- 
known in Japan, Takahashi has been 
able to quadruple his borrowings to 
about US$5 billion in the past two years, 
about 80% of it from Japanese banks, 
including three of the most powerful — 
Long Term Credit Bank, Mitsui Trust 
and Sumitomo Bank. 

Robert Bungo Ishizaki, a senior ad- 
viser, says the group's debt-to-equity 
ratio is not unreasonable at 7:3. But 





| First option on astar asset: page 66 


The deal maker: page 64 | 















many of EIE's projects will not earn a 
cent for several years. The interest on 
the USS5 billion debt pile will be paid 
from Takahashi's sizeable rental in- 
come from existing office blocks and 
cash from the sale of golf-club member- 
ships and condominiums at his resorts. 
In addition, large properties have been 
quickly and profitably traded — for 
example, the Empress Hotel in Hong- 
kong was sold a year after it was bought, 
for a 50% profit. 

Takahashi’s expansion is one of the 
clearest testimonies to the property 








“flat products” are still subject to import 
restrictions ‘because, Prawiro stated: 
“This industry is still in its infancy, and 
we wish to continue to protect and nur- 
ture it.” 

Control on the flow of imports will 
also be maintained by raising tariffs on 
certain products. In all, tariffs on 72 
categories of import have been in- 
creased, while those on 82 products 
have been cut. "Each deregulation 
package has seen tariffs raised on cer- 
tain goods to protect local markets," 
said one business analyst. Prawiro 
pointed out that tariffs have been raised 

rimarily on goods no longer subject to 
import restrictions. 

The other important area in the new 
package involves the deregulation of 


boom that has swept through Tokyo in 
recent times. In 1977, Takahashi left his 
job as a salaryman with Japan Air Li 

and joined EIE, then a small, strugg..., 
magnetic tape importer his family had 
bought. 

When the yen was floated and surged 
upwards soon after, the cost of the 
firm's imports was slashed, and its pro- 
fits swollen. But this was small beer 
compared with what Takahashi could 
make buying and selling property, start- 
ing with a warehouse the company 
owned. Through a series of real-estate 
deals in and around Tokyo, Takahashi 
parlayed his way to a fortune as com- 
mercial property prices in the capital 
spiralled 44096 in 1980-87. 


akahashi first invested abroad in 

1986, when underlying financial and 
economic conditions were working 
heavily in his favour. The local banks’ 
traditional big-business customer base 
was awash with cash, so they were eager 
to lend, and on the cheapest terms. to 
suitable projects at home and abr 
Given this, and the collateral of hi» su 
creasingly valuable Japanese property 
portfolio, Takahashi was able to acce- 
lerate his borrowing. Furthermore, the 
soaring уеп made property overseas 
dirt-cheap, compared with what the 
money could buy in Japan. 

By casting his net wide, Takahashi 
has been able to buy some prime real es- 
tate: two hotels in Perth, four office 


| blocks in Los Angeles and some of the 


best tourist locations in the South 
Pacific. Deals came in quick succession 
during the first nine months of last year: 
there were six worth about US$400 mil- 
lion which included a half share in 
Hongkong's Bond Centre and culmi- 
nated in a 3096 stake costing US$30 mil- 
lion in Robert Burns' Regent Interna- 
tional Hotels, which owns and operates 
a dozen of the world's top hotels from 
New York to Bangkok. 

Significant holdings in some of the 
region's airlines are intended to encour- 
age the Japanese to fly to Takahashi's 
hotels. He is set on a 10% stake in Air 
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transport and distribution. This attempt 
to "streamline and facilitate product 
distribution both inside and outside In- 
donesia" principally affects the coun- 
try's shipping industry and the ability of 
foreign manufacturers to distribute 
their goods throughout Indonesia. | 

To simplify import and export licens- 
ing procedures, all previous procedures | 
for licence extension and renewal in the 
trading sector have been eliminated. 
Furthermore, current regulations which 
prevent foreign companies from dis- 
tributing their own products have been 
lifted. From now on, foreign companies 
can, after setting up another joint ven- 
ture, distribute products at the | 
wholesale level. 

Initial reaction from foreign com- 








New Zealand, which is being privatised | 
by the Wellington government. A hold- | 
n Fiji's Air Pacific is also planned. 
' — n September, Takahashi pulled off | 
one of his more controversial coups | 
when he bought the luxurious Sanctuary | 
Cove resort on Queensland's Gold 
Coast for A$341 million (US$292 mil- 
lion) from the near-bankrupt Ariadne 
group, formerly under the tutelage of 
Bruce Judge (REVIEW, 21 Jan.). Taka- 
hashi is said to be one of the biggest 
property owners in Australia and is eas- 
ily the biggest foreign investor in Fiji. 
Expansion on this scale and pace has 
generated alliances with some of the re- 
gion’s sharpest operators. The most 
notable of these is Australia’s Alan 
Bond. Takahashi half share in the Bond 
Centre in Hongkong is matched by a 
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panies to this last point has been warm, | ing them. Licensing procedures for new 


but some have reservations. One of the 
measures included in the December 
1987 package stated that companies that 
were no more than 49% foreign owned 
could distribute their own products. Ac- 
cording to one source, however, im- 
plementation of this decree has been 
blocked by certain sectors of the 
bureaucracy — for example the depart- 
ment of health, which insists that phar- 
maceuticals must be distributed by In- 
donesian companies. 

In what amounts to a tacit admission 
of the government's inability to meet 
domestic demand for locally produced 
ships, shipping companies will now be 
able to lease ships from abroad — 
though they are still banned from buy- 


similar stake in the A$273 million Bond 
University, Australia's first private ter- 
tiary education institution. 

Takahashi is involved in an office- 
block venture in Sydney with Malcolm 
Edwards, who was named in the Costi- 
gan Royal Commission on organised 
crime and drug running in the Austra- 
lian docks, held in the early 1980s. 


Ox advisers include Sydney de- 
velopers Warren Anderson and Sid 
Londish, neither of whom has fought 
shy of controversy. And in London 
there is Ewan Launder, the chief execu- 
tive of the merchant bank Wardley at 
the time of its enthusiastic support for 
the Hongkong-based group Carrian In- 
vestments, which collapsed in 1983 
owing US$I billion. 


(100% owned by Harunori Takahashi) 
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shipping companies have also been 
eliminated — a move which the governe 
ment hopes will considerably reduce 
transport costs within the countr 
“Any company in possession of one ve 
sel with an Indonesian flag is permitted 





to apply for a shipping licence,” said 
Prawiro. 
Bureaucratic obstacles aside, it does 





seem that with the two sets ol reforms is- 
sued in November. the government has 
sought to confirm that the new cabinet 
announced in March is no less com- 
mited to deregulation than the old. 
Sources say there remains at fet 
maybe two further reform pac 
be announced between now and the end 
of the year. 











Owi 
Japan, 


ng to his quiet manoeuvres in 
Takahashi has never been able 
fully to quash rumours that, at least in 
the early stages of his career, he had 
links with some of Tokyo's shadier bast- 
nessmen. What is clearer is that pe 
sonal ties to leading politicians h 
stood him in good stead. Thes 
Toshio Yamaguchi, a former labour 
minister, and Shintaro Abe. a leading 
member of the ruling Liberal Demo- 
cratic Party, 

Good connections and a high yen are 
not the only reasons for Takahas 
rapid expansion. Financial problems 
have frequently weakened the bargain- 
ing power of his acquisition .argets. 
Sydney's Regent Hotel was bought 
from a Malaysian consortium fore- 
closed upon by West German and Aus- 
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tralian banks. Ishizaki says EIE has 
since been offered A$350 million for the 
hotel, more than twice what was paid 
for it. 

Bond was in trouble when Takahashi 
offered to buy half the Bond Centre in 
Hongkong. Two Hongkong merchant 
banks, Wardley and Jardine Fleming, 
balked at underwriting HK$1.53 billion 
(US$196 million) new shares by Bond's 
local subsidiary because of its big debts. 
In the end, Bond Corp. International 
paid only HK$95 million in cash out of 
HK$1.33 billion still owed to the build- 
ing's previous owner. In 


on behalf of Kerrison, the Bond 
Centre's holding company. Takahashi 
was able to whittle down Bond's price 
for half the building by HK$172 million. 

In the case of Regent International 


out his two partners’ 60% stake in the 
firm for USS60 million. Takahashi 


The deal maker 


By Eric Ellis in Melbourne 
n its short Australian career, EIE 
has shown an extraordinary ability to 
tap a close-knit, high-powered network 
that opens doors on both sides of the 
federal political spectrum as well as the 
offices of the country’s richest and most 
influential businessmen, while giving 
little away of its Japanese backing. 
EIE's acquisition penchant has been 
for big-ticket properties, beginning in 
April 1987 with the A$145 million 
(US$124.2 million) purchase of the lux- 
ury Regent Hotel in Sydney's central 
business district from the bankers of a 
cash-strapped Malaysian consortium. 
As well as high-profile hotel and lei- 





more than A$750 million in property 
developments under way, many ofthem 
in prime Sydney locations in joint ven- 
tures. with. developer Sid Londish, а 


“ЕТЕ doesn't follow the traditional Ja- 
panese consensus way of doing busi- 

; ness," says Londish. 

©. Londish, veteran of many a scrape 

with Australian authorities and reg- 

ulators, is "no great friend" of EIE's 

other principal Australian partner, Mal- 


1: colm Edwards. But Edwards agrees 


with Londish's assessment of EIE: 

“They are able to get a deal to the point 

of signing so much quicker than any 

other Japanese organisation that Гуе 
| come across." 

Takahashi's business tactics were 
well displayed during his acquisition 
of Sanctuary Cove from Bruce 

Ariadne Australia 








came | 
Takahashi with an offer to secure a syn- | 
dicated loan of more than HK$1 billion | 


Hotels. Burns needed cash after buving | 


sure holdings. Harunori Takahashi has | 





A: close friend of Australian Treasurer and | 
- would-be prime minister Paul Keating. 





USS30 million cash, to strengther the 
company and propel it towards new 
hotel ventures in New York, London 
and Milan. 

Takahashi gained a backdoor listing 
on the Stock Exchange of Hongkong in 


Land and Securities Investment for a 
| paltry 25 HK cents a share. At the time 
| of the takeover, New Era's shares had 
| been suspended for nine months while 
Bank of Credit and Commerce sought à 
restructuring. 

He used similar tactics to acquire à 
much more tempting target Nissin 


| section of the Tokyo Stock Exchange. 
Takahashi gained control of it in March 
1988 for about ¥240 (US$1.96) a share. 
In January, this tramp steamer operator 
was technically bankrupt, had à nega- 
tive net asset value of ¥88 a share, and 
its shares were suspended. 

After Takahashi's takeover, debts 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
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Tycoon taps an influential network of Australian businessmen 


group last year (REVIEW, 10 Dec.). 
After Judge was sacked by Austra- 
lia’s regulatory watchdog, the National 
Companies and Securities Commission. 
Takahashi joined Edwards, tycoon 
Kerry Packer, FAI Insurance's Larry 
Adler, former US Treasury secretary 
| William Simon and Judge himself, in 
circling over the Ariadne carcass. 
Ariadne had ASÍ billion assets to 
Offset partially its enormous losses and 
AS1.2 billion debt load. Among the as- 
sets were the successful Repco car parts 
group, mining major Giant Resources 
and a controlling stake in the Sanctuary 
Cove project. a handsome 450 ha on the 
Gold Coast, the Queensland tourist 
playground. Takahashi wanted 
Sanctuary Cove. 


n November, he made a bid of A$95 
|! F million to buy 19.9% of Ariadne from 
| the Bank of New Zealand (BNZ) task 
| force that had taken control of Judges 
ultimate holding company, New Zea- 


deal turned sour when Ariadne, in ap- 
parent breach of agreements with EIE, 
sold Giant Resources to Pioneer Con- 
crete. Meanwhile, Adlers FAI had 
emerged with 30% of Ariadne by un- 
| derwriting an unpopular A$120 million 
| rights issue. 

| Then, as the ВМА sought to re- 
| negotiate the original Judge Corp.-E1E 
| deal, EIE surfaced as the A$30 million 
| guarantor of a remarkable deal whereby 
1 

| 

i 

Н 


Judge paid Adler three times the pre- 
vailing market price for FAT's strategic 
19.9% stake in Ariadne. At the same 





brought enough money with him, 


August 1987 when he bought New Era | 


Steamship, à firm quoted on the second | 


land-based Judge Corp. However, the | 





‘were cut from 31:95 billion to ¥690 
million, almost all the personnel trans- 
ferred to another shipping line and Nis- 
sin Steamship effectively transformed 
into a resort developer. Nissin's shares 
are currently trading around ¥ 1,600. 

Sources say bigger things are being 
planned for Nissin. Part of the bait that 
| may be offered to the New Zealand 
| Government in return for a stake in the 
| national air carrier is the opportunity 
for a listing of part of the company on 
| Tokyo's domestic — rather than foreign 
— section, where price-earnings multi- 
| ples are stratospheric (All Nippon Air- 
| ways is on a price-earnings ratio of 360). 
| Air New Zealand would first have to 
| shift some of its assets, such as its com- 
| puterised booking system perhaps, to a 
| 
| 
| 
| 








Japanese subsidiary or affiliate. and 
| these could then be injected into Nissin. 

The manoeuvre has probably never 
| been tried before in Tokyo, but that is 
| unlikely to stop such an unconventi 
Japanese entrepreneur as Takahash 


D | time, EIE was busy as the go-between 


for manufacturing giant Pacific Dunlop 
in its bid to take out Repco. 

| This was not just an extraordinary 
| deal for Judge — the guarantee was EIE s 
master-stroke in its bid for Sanctuary 
Cove, and manna from heaven for 
Ariadne's beleaguered bankers. With 
Adler effectively out of the picture, 
Pacific Dunlop bought Repco for A$256 
million, while EIE picked up Sanctuary 
Cove for what property analysts believe 
was a cheap A$341 million. 

Moves like these attract attention in 
acountry growing testier about Japanese 
investment in Australian real estate. 
| But Robert Bungo Ishizaki, senior adviser 
| to EIE, talking of the A$50 million 
| renovation programme at Sanctuary 
| Cove, counters: “The residents there 
| love us. If they had their way they w 
hoist the rising sun flag every mor...... 
| and shout ‘banzai’.” Takahashi blames 
| Japanese small investors buying up 
| Australian residences indiscriminately 
for giving the bigger fish a bad name. 

EIE has also staked its claim to an 
Australian stock exchange listing by 
| emerging as the rescuer of the sinking 
Barrier Reef Holdings group, owner of 
| a floating hotel moored in a coral lagoon 
| some 70 kms off the Queensland coast 
on the Great Barrier Reef. The year-old 
| 200-room hotel, built in Singapore by 
| US steel giant Bethlehem, has been 
dogged by problems virtually from day 
one of its commissioning, and while 
unique in its concept, has been ignored 
| by major tour operators. 

Shunned by the market, Barrier 
Reef principals, Doug Anthony, com- 
pany chairman and former deputy 
prime minister among them, have wel- 
comed EIE's A$15 million bid to take 
control of Barrier Reef, which posted a 
| A$7.4 million loss in its maiden year. 
| For Japanese property developers 
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In the world of music, top performance cal 
plete mastery of one's instrument. After all. n 

terpretation is the expression of many moods and ft 
ings, from sadness and sorrow to elation and ecst 


Top performance in investment 
demands the correct interpretation of financial mark 
information and the appropriate choice of inst 
ents. In this respect, money is like rr t 
iS Important, there are contrasting moods of peace and 
confusion and alternating moment 
calm. And most important of all — as in musi 
Matters require mastery of the instrument 
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starved of land at home, Australia ap- 
pears to offer limitless potential, spawn- 
ing exotic ventures that would get 
nowhere in Japan. Take, for example, 
Takahashi's plans for a railway from 
Darwin to Alice Springs, 1,500 km away 
in the heart of Australia. The project 


-would cost A$1 billion at today's prices | 


— which represents a massive invest- 
ment in an infrastructural development 
that has been long talked about. 

Takahashi dreams of filling the rail- 
way's trains with Japanese tourists and 
eventually developing property along 
the tracks. Not surprisingly, the most 
enthusiastic backers have been the gov- 
ernment of the Northern Territory, and 
local landowners such as Warren An- 
derson. 

Anderson holds considerable sway 
in political Darwin, and is a close friend 
of Packer, Bond, Treasurer Keating, 
and Hongkong-based expatriate Bill 
Wyllie. п 


| Breach of promise 


| UIC abandons bid for ailing Roxy electronics group 


By Nick Seaward in Kuala Lumpur 
Су оороо United Industrial 

Corp. (UIC), has stunned the 
Malaysian market by pulling out of its 
takeover bid for Roxy Electric Indus- 
“| tries (Malaysia), less than two weeks 
“| after receiving its long-sought waiver of 
а mandatory general offer for the whole 
company. Market analysts now believe 
that following this withdrawal from 
Roxy at such a late stage — and the 
widespread belief that it has already 
sold its shareholding in another sup- 
posed "long-term investment", Raleigh 
— UIC will find it very difficult to do 
business in Malaysia again. 

The reasons for UIC's pull-out are 
obscure. In a vague announcement to 
the Kuala Lumpur Stock Exchange 
(KLSE), UIC said that both sides had 
failed to finalise "all documentation and 
[resolve] all related issues involved in 
the proposed rights issue and the 
group's proposed participation". Al- 
‘most as an afterthought, the statement 
added: “However the group is prepared 
to consider re-opening negotiations if 
subsequently invited to do so.” 
| {ЛС had been brought into the pic- 
^ ture in March-April 1988 by Roxy's 
2996 shareholder, Deputy Agriculture 
Minister Datuk Alex Lee and his re- 
lated family companies. Roxy had failed 
to find an institutional underwriter for 





its earlier proposed rights issue in Au- | 


-. gust 1987. Desperate for more cash — 


` | Roxy is in default on loans totalling 


01 М$138.3 million (USSS1.17 million) — 

"Lee assigned UIC rights and share- 
. purchase options amounting to 24.28% 
"of the enlarged capital, in return for 
UIC sub-underwriting an entire one- 
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| decisions without its prior approval. 
| with the result that Roxy has effectively 


| for, UIC pulled out simply because the 


First option on | 
a star asset 


i 
EIE ready to snap up all of | 
Hongkong's Bond Centre | 

| 


he star asset of Harunori Takaha- 

shi's listed Hongkong vehicle, EIE | 
Development (International) is 50% of | 
Bond Centre, one of Hongkong's most | 
prestigious office complexes. It also has | 
other interests in property, and elec- | 
tronics goods trading. | 

The other 50% of Bond Centre is held | 
by Alan Bond, through Bond Corp. In- | 
ternational Ltd (BCIL), the 66%-омпей | 
subsidiary of the Australian company, | 
Bond Corp. Holdings (BCH). Bond is | 
expected to sell his Bond Centre holding | 
to raise cash for his British ambitions. | 
EIE has first option to buy out BCIL's 
stake. 


for-one rights issue (REVIEW, 20 Oct.). 

Roxy is now in desperate straits. As 
the advisers to Roxy's minority 
shareholders, Intradagang Merchant 
Bankers (Malaysia), said in a circular in 
pm without the rights issue of 
135.6 million new M$1 shares, "the 
prospects for Roxy are very dim . . . this 
may be the last chance." So far, how- 
ever, the official reaction of the Roxy 
board has been muted. 

Sources close to Roxy say there is not 
much it can do. According to these 
sources, since UIC first became in- 
volved, it has insisted that Roxy take no 





been run by UIC throughout the 
negotiating period. Furthermore, these 
sources claim that UIC had received on | 
31 October the waiver it had been seek- | 
ing from the Takeover Panel on the 
need to make a general offer for the 
company in the event that its sharehold- 
ing exceeded 33% after the rights issue. 

UIC director Peter Chong refused to 
comment on whether the Takeover 
Panel had given UIC the waiver and re- 
ferred all queries to Roxy's advising 
merchant bank, Commerce Interna- 
tional Merchant Bankers. 

If it does turn out that the waiver was 
given, UIC might be accused of wasting 
the time of the Malaysian authorities. 
There is a very strong feeling that de- 
spite getting all the approvals it asked 





share price of Roxy had not appreciated 
as much as it had hoped. Such a view 
calls into doubt UIC’s sincerity in assur- 
ing the central bank, Bank Negara, that 











Property consultants Jones Lang 
Wootton valued the Bond Centre at 
HK $4.52 billion for BCH's:current offer 
to buy-out BCIL minorities. That gives 
Takahashi and EIE, which bought the 
stake from Takahashi last August, a 
HK$1.8 billion gain on the initial equity 
cost in April 1987. 

EIE sold the Empress Hotel in May 
this year for HK$285 million, netting a 
HK$95 million profit for 12 months of 
ownership. ELE’s other property in- 
terests are four floors in Hongkong's Ad- 
miralty Centre and residential units in 
Shouson Hill Road. EIE is curently pay- 
ing HK$169.4 million for sites in Cause- 
way Bay which will be redeveloped as a 
hotel. 

Outside property interests, EIE also 
trades video-cassette recorders and has 
a franchise to supply video cassettes in 
France. EIE also plans to sell cellular 
telephones in Hongkong. | 
— Christopher Marchi 


if it acquired Roxy (and its 33.2276 
stake in Development and Commercial 
Bank), it would be doing so as a long- 
term investment. 

Unlike the Capital Issues Commit- 
tee, the Malaysian Code on Takeovers 
and Mergers does not require com- 
panies to make public the decisions of 
the Takeover Panel. However, the 
Code does require the offering com- 
pany to make available information to 
all classes of shareholders. For the pur- 
poses of the waiver application, UIC 
was acting in concert wiih Lee. There- 
fore, for nearly two weeks from the date 
of the Takeover Panel's letter on 31 Oc- 
tober until UIC's announcement of the 
suspension of negotiations on 14 Nov- 
ember, one class of shareholder knew 
vital information affecting the fate of 


| the company that others did not. 


The market is now rife with rumc 
that UIC sold the shares forward bef 
the closing of the rights at a price around 
MS1.05 — about 10 M cents higher than 
the post-rights price. 

Lee is likely to be just as furious with 
UIC as the Roxy board, for it was he 
who set up a meeting between Malay- 
sian Prime Minister Datuk Seri Maha- 
thir Mohamad and UIC director (and 
Singapore Prime Minister Lee Kuan 
Yew's brother), Dennis Lee їп June. At 
the meeting, sources say Mahathir gave 
his blessing to substantial long-term in- 
vestments by UIC in Malaysia. 

One other by-product of that visit 
was UIC's decision to come in as à par- 
tial sub-underwriter of the Raleigh 
rights issue, which was only 61.376 sub- 
scribed (REVIEW, 10 Nov.). As a result 
of that flop, UIC took up its commit- 
ment of 36.7 million shares, or 1176 in 
Raleigh at M$1 par but it then an- 
tagonised the other underwriters by 
making an offer for the remaining un- 
sold shares at 10% below par, in the 
hope of making à quick turn. п 
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"Whatever you set out to do 


you have to do as well as you know how: 
Raymond Chandler. 
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In the world of nature responses to envi- 
ronmental forces have produced an in- 
finite variety of forms, each uniquely 
suited to its purpose. 

This process, merging the elements of 
economy, simplicity and elegance, is 
rarely equalled. 

Echoing nature, Gruppo Agusta har- 
nesses both man and machine in a total 
engineering approach, creating pro- 
ducts for a demanding international mar- 
ket. Agusta products spell success in a 
rapidly changing environment, today 
and in the future. In the world of aircraft, 
helicopters and aerospace systems, 
Gruppo Agusta provides you the power 
to evolve. 


GRUPPO 


AGUSIA 
AMI и Él 
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autilus, section of the shell 












As highly trained and dedica! 
professionals we will confidently d 
our utmost to make any flight with us 

as enjoyable as possible. 

As the world's number one IATA airline 

we will maintain the highest standards of 

: йе" service, as befits our leadership position. 

- As a renewed and recently privatized 
corporation we will demonstrate even 

greater competitive spirit and enthusi- 
asm to meet your needs. 

As Japan's international airline we are 
bound by our own unique corporate 


sense of honor to fulfil these promises. 


ЈАРАМ AIR LINES 


Travel JAL and enjoy ‘UAL World Hotel Selections Plan": 
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A harvest on tick 


China looks for ways to finance farm production 


By Robert Delf in Peking 

he Agricultural Bank of China 

(ABoC) is cutting back on loans to 
rural enterprises and experimenting 
with new forms of rural credit to over- 
come a serious shortage of funds to pur- 
chase farm products. Peasants in some 
areas are being paid with interest-bear- 
ing deposit certificates in lieu of cash. 

Procurement centres in some areas 
of Jiangsu were unable to purchase 


early rice and cotton in September and | 


the Xuzhou ABoC branch had to bor- 
row Rmb 40 million (US$10.9 million) 
from the bank's provincial office. The 
on procurement centre in Henan's 
- «ang County had no cash on hand on 
the scheduled first day of purchase of 
the cotton crop, according to a report 
in Agricultural Daily on 17 October. 
Other provinces with cash shortages in- 
cluded Anhui, Hebei and Liaoning. 

The ABoC had anticipated tight cre- 
dit in the second half of the year when it 
became clear as early as June that 
growth in savings deposits was slowing 
down. But the iunc was far more se- 
vere than expected. The rural banking 
system also experienced runs caused by 
inflation fears in mid-year — ABoC's 
deposits dropped Rmb 300 million in 
the first two weeks of September — and 
the rate of loan repayment, which had 
been declining all year, fell sharply. 

The cash crunch came at the begin- 
ning of the autumn harvest, the time of 
ү demand for funds in the rural 

anking system. The ABoC system 
must finance the initial purchase of most 
' — hinà's grain, cotton, oilseeds and 
' r crops — at a cost of more than 
Rmb 100 billion each year, according to 
the ABoC. The autumn harvest ac- 
counts for two-thirds of that amount. 

Financing the autumn grain harvest 
alone will require Rmb 37.5 billion, of 
which the ABoC will provide 80% , ac- 
cording to the People's Daily. Peak pur- 
chase volume is in November and De- 
cember. Last year, grain procurement 
in these two months totalled 33 million 
tonnes, à third of the annual total. 

The procurement funds shortage was 
a major topic of discussion at a politburo 
meeting on 29 October, which im- 
mediately preceded the National Rural 
Work Conference organised jointly by 
the party Central Committee and the 
State Council, and held in Peking on 2-7 
November. 

The final message from these meet- 
ings was "don't look to Peking — you're 
on your own," according to Chinese 
economists. Unofficial sources said that 
party General Secretary Zhao Ziyang 
and National People's Congress Stand- 
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ing Committee chairman Wan Li 
wanted the state to guarantee funds for 
the purchase of agricultural products 
even at the risk of further inflation, but 
were over-ruled in the politburo. 

"The state is aware of local govern- 
ments' shortage of procurement funds," 
Premier Li Peng said at the conference. 
"So far, the government has already 
issued a great volume of currency. 
Further inflation will create difficulty in 
controlling commodity prices next year 
... Therefore, the central and local gov- 
ernments should work together in tap- 
ping potentials and raising funds.” 

The People’s Bank of China (the 
central bank) should give support to 
provinces and municipalities especially 
hard hit by funds shortages, Li added, 
but the meetings ruled out large-scale 


| injection of new state funds. 


Despite the lack of central govern- 
ment assistance, the ABoC is solving 
the crisis through new measures to build 
up deposits and speed the turnaround of 
funds, ABoC senior economist Hu 
Huanxin told the REVIEW. 


he slide in ABoC deposits began to 
turn around in late September with 
the recovery of confidence in the bank- 
ing system and new measures linking in- 
terest rates to consumer price indices. 
At the same time, the bank has cut its 


| 


announced that agricultural production 
loans to peasants next spring will be 
linked directly to deposits this autumn. 
If the bank can induce peasants to put 
their harvest proceeds back in the bank 
instead of under the kang (bed), the 
funds can be released to finance more 
procurement. At the same time, the 
ank is pressuring commercial units to 
sell their stocks more quickly by refus- 
ing to issue new procurement loans until 


| old loans have been repaid 


The most important new measure, 
however, is the issue of interest-bearing 


| deposit certificates to peasants in lieu of 





cash at the time of grain purchases. In 
some areas, agricultural goods have 
been purchased with fixed-amount 
transferable cheques. 

In Liaoning's Fengcheng county, 
cheques worth Rmb 15 million were is- 
sued to purchase cotton and tobacco. 
These cheques are treated as negotiable 
tender within the county of issue, and 
сап be exchanged for cash at ABoC 
branches or used to purchase produc- 
tion materials, consumer goods, and to 

ay taxes and government fees. The 
Dont expects that in some areas deposit 
slips will be used to finance a third of all 
agricultural procurement this year 

Hu admitted that "peasants didn't 
understand at first," suggesting there 
has been some resistance to the new 
system. (In Sichuan, the government 
sweetened the offer by providing Rmb 
500 million worth of scarce consumer 
goods, including TV sets and re- 


frigerators, for sale only to holders of 
coupons issued by ABoC branches to 
new depositors.) 

The certificates are not scrip, insists 
Hu. “If the peasants want cash, we give 

















loans to rural industrial enterprises by 
Rmb 3.3 billion since August. 

The bank is investigating overdue 
loans and commercial borrowers who 
may have misapplied loan funds, in 


some cases forcing borrowers to liquid- | 


ate inventory to р loans. The bank 
expects to recover large amounts in 
overdue payments by the end of the year. 

To encourage deposits, the bank has 








them cash. But if they don't want cash, 
we give them deposit slips, and interest 
starts from day one." But even if the de- 
posit slips are not currency, there is little 
doubt that their issue will result in in- 
creased purchasing power, which will be 
felt next spring when work on next 


| year’s harvest resumes, and during 


China's annual Spring Festival con- 
sumer splurge. п 
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Sowing for the future 


Scientists strive to develop new rice varieties to feed Asia 





By Bob Johnstone in Los Banos 
f Gurdev Khush, the head plant | can also tolerate varied environments 
breeder of the International Rice Re- | and ripens quickly, allowing up to three 
search Institute (IRRI) at Los Banos in | crops a year.) The ability to withstand 
the Philippines, were a boastful man, he | attack means the grain does not mutate 
would have a lot to boast about. The | in order to survive, and so its growing 
highly disease-resistant variety of rice | cycle remains consistent. 
called IR36 is his baby. But there is no guarantee that IR36 

Developed by Khush at the institute | will maintain its resistance. And if it 
in 1976, IR36 has become the most | suddenly became vulnerable to a new 
widely planted rice variety, covering | virus, say, then the result could be disas- 
some 60% of the world's rice-growing | ter. Thus, the search for resistance is 
area. Thanks to Khush's IR36, farmers | continuous. 
are able to harvest an estimated US$1.5 | The green revolution, which began 
billion of extra rice a year. | in the 1960s and led to huge increases in 

But Khush is an exceptionally mod- | rice yields, has so far been largely con- 
est man. He, more than most, knows | fined to irrigated areas. If plants cannot 
that new breakthroughs are necessary in | be persuaded to produce more, land 
the race to breed better varieties of rice. | where previously it has been difficult or 
Unlike wheat and corn, whose yields 
continue to rise, rice production has hit Ж 
іар, І CHINA'S RICE 

One of the most promising ap- REVOLUTION 
proaches to increasing rice yields, as | 
done in China, is hybridisation — the 
interbreeding of genetically district Wide-scale 

varieties which could not occur in na- | ™ introduction 
ture, But even maintaining yields at orhybricdice 
their current levels is a struggle. Yield 
stability depends on resistance to dis- 
ease, along with other factors such as 
water control and supply of nutrients, 
but a once disease-resistant variety does 
not stay resistant forever; the average 
life is from five to 10 years. 

One of the keys to IR36's wide- 
spread popularity is that its resistance is 
durable. It can withstand or tolerate HE - „ч 
several different diseases and several | 1955 1960 1965 1970 1975 1980. 1985] 
kinds of pests, (The progeny of 13 dif — | i “Source: ARE | 
ferent varieties from six countries, [R36 Dd arean уут 








(Increase in yield) 
Yield (tonnes/ha) :_ ; 
5.5 











impossible to grow rice might be ex- 
ploited. 

Much of IRRI’scurrent research isdi- 
rected at developing varieties that can 
thrive in ecologies other than wet-rice 
paddies. These include floating rices 
which are found in the deltas of 
Bangladesh, Burma and Thailand, but 
which have been largely neglected by sci- 
entists; and varieties of rices that can sur- 
vive the high salinity of tidal wetlands. 

Even arid uplands can be planted 
with rice, though some IRRI scientists 
are sceptical about the value of this. 
They point out that dry rice or hill rice 
farming in Asia’s uplands is actually de- 
creasing in favour of other crops. 

Still another challenge facing IRRI's 
plant breeders is how to improve the 
grain quality of their rices. None of the 
so-called "miracle" varieties of the 
green revolution has any aroma nor, 
fastidious palates complain, much t; 

Yet aromatic rices, such as the _ 
dian variety basmati, are much ap- 
preciated and command high prices. 
Khush and his colleagues would love to 
develop a high-yielding variety of bas- 
mati, but the goal continues to elude 
them. 

Until recently, in pursuing such 
goals, IRRI scientists relied on conven- 
tional breeding techniques to develop 
new varieties. Now, however, they are 
increasingly supplementing these with 
the new tools of biotechnology. 

Tissue culture, where individual cells 
of plant tissue are grown in nutrient-fill- 
ed test tubes, is one such technique. 
This allows large numbers of cells to be 
easily screened for desirable abilities. 
Add a pinch of salt to the culture 
medium, for example, and you can be 
sure that the cells which survive have 
salt resistance. Such cells will grow 
into plants that can tolerate soils with 
high salinity. Because tissue grows 
much quicker than plants in the field, 
it enables breeders to lop years off the 
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time it takes to develop new varieties. 

Wide hybridisation is another 
technique which depends on delicate 
laboratory work to mate species which 
are genetically very different. It is espe- 
cially promising for incorporating 
highly insect-resistant genes from wild 
tices into common domesticated rice 
varieties. 

But the technique which fascinates 
plant breeders most is genetic engineer- 
ing, because it can give them access 
across sexual barriers to useful genes 
from other plant species. Scientists in 
the West have already succeeded in 
transferring a gene from a bacterium 
that stimulates production of an insect- 
killing poison in tobacco and tomato 
plants. 

IRRI’s breeders wonder whether the 
same gene could be put into rice, too. 
But first, they need to know where to 
put it in rice's molecular structure. Re- 
: chers at Cornell University in the 
| . are currently idee. the DNA 
structure of rice. Within a few years, 
they hope to be able to incorporate 
genes that will make rice resistant to 
viruses, for example, or tolerant of cold. 

Ultimately, it may even be possible 
to splice polygenetic traits into rice's 
DNA. such as nitrogen fixation (the 
ability to convert nitrogen into a form 
which a plant can use). But such genetic 
mechanisms are extremely complex and 
few are fully understood. 


M eanwhile, naturally occurring gene- 
tic diversity is still the breeder's 
best source of building blocks for the 
further improvement of rice. This is why 
IRRI places so much importance on its 
gene bank of more than 83,000 varieties 
of rice collected from around the world. 

Once a promising breeding line has 
been identified or built up from these 
blocks, the task is to эб bre quickly 
| well it grows in a variety of differ- 
«  nvironments. One of IRRI's cru- 
cial roles is to act as the hub of an inter- 
national programme to test new varie- 
ties of rice. 

The programme's most important di- 
vidend, according to global coordinator 
Durvasula Seshu, is that it buys time. 
Under normal circumstances, it takes 
about five years to develop a new varie- 
ty, and a further three years to prove it 
is superior to existing varieties. The pro- 
gramme cuts the proving time to a single 
season. 

Each season, IRRI sends out 
300,000 packets of seed, going to great 
гари to ensure the purity, cleanliness 
and uniformity of the seeds. The reci- 
pients are 25 nurseries, three-quarters 
of them in Asia, the remainder in Africa 
and Latin America. These are chosen 
for the ecological or pathological chal- 
lenges they present to the new varieties. 
Reports from nurseries' scientists on the 
iperformance of the seeds are logged in 
computers at IRRI. 

en the programme began in 1975, 


AR EASTERN ECONOMIC REVIEW e 1 DECEMBER 1988 


| IPEA PS NUR Ie ERA 


Е = л»‏ 777€ ی ا ےک ی ےک کے کک سے 


70% of seeds came from IRRI. Today, 
as national rice-breeding programmes 
have grown, 65% come from the net- 
work's 75 participating countries. As of 
this year, 167 different seed varieties 
have been approved through the pro- 
gramme, and these are now grown on 
millions of hectares in 47 countries. 

А second IRRI-coordinated interna- 
tional network focuses on improving 
soil fertility. Twenty countries partici- 
pate in this network, five of which are 
conducting long-term fertility trials. 

Three of these — the Philippines, In- 
donesia and Thailand — concentrate on 
how to get the most from soils which are 
acidic, sandy or deficient in certain 
chemical nutrients. The other two, 
China and Sri Lanka, are developing 
"green manure" crops which can be 
ploughed into the soil to provide rice 
with the nitrogen it needs. 

Such crops can complement or 
perhaps, in the future, even replace 
chemical fertilisers. This would be à tre- 


RICE OUTPUT AND YIELDS 
IN SOUTHEAST ASIA 


mendous boon to farmers. One promis- 
ing candidate is azolla, a fern which can 
be grown on the surface of water. IRRI 
scientists reckon that azolla could be 
used to Me half of rice's nitrogen 
needs. The Chinese are so excited by 
this possibility that they have set up a 
national centre to promote the genetic 
enhancement of azolla. 

But there are several snags with 


azolla. One is the need to Е huge | 
0 


amounts of it, and since the plant is 95 
water, it does not travel — it cannot be 
sold in packets. Another drawback is 
that it needs phosphorus to grow, limit- 
ing its use to areas where water is rich in 
that element. 


b 
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The atmosphere is 80% nitrogen, 
but the problem for plants is how to 
"fix" or convert the gas into a useful 
form? Some plants, particularly 
legumes, do it better than others. Ses- 
bania, an aquatic legume discovered 
several years ago in Senegal, does it bet- 
ter than most. It grows nitrogen-fixing 
nodules on its stems as well as its roots. 
The plant can be grown in between rows 
of rice and then, after about two 
months, ploughed into the soil. It will 
provide up to 100 kg of nitrogen per hec- 
tare. 

In addition to providing fertiliser, 
plants can also provide natural pes- 
ticides. The fruit and leaves of the neem 
tree that grows in India, for example, 
contain a compound that repels insects 
but is not poisonous to people. Better 
than chemical pesticides, which typi- 
cally have only a single active ingre- 
dient, neem derivatives contain 27 dif- 
ferent repellants. The chances of insects 
developing resistance to all of them ap- 
pear remote. 

But neem, too, has its drawbacks. 
Like all naturally occurring compounds, 
it breaks down quickly. Thus neem de- 
rivatives need to be sprayed more often 
than conventional pesticides, which in 
turn means that there has to be a large 
supply available. 

t is probably unrealistic to expect 
farmers to grow and process neem in 
sufficient quantities themselves. Chem- 
ical companies such as ICI have report- 
edly tried to synthesise neem, but its 
complexity has so far defeated them. 

Each of these developments has a 

art to play in improving rice yields. 
ust as important, though, is bringing 
them together into total cropping sys- 
tems, and ensuring that these methods 
are presented to farmers in a form they 
understand. 

Making farmers understand is а 
major hurdle, and one of the biggest 
challenges facing IRRI. Because of 
farmers' inefficient methods of applica- 
tion, up to 4096 of fertilisers may be 
wasted; poor crop management, stor- 
age and handling loses up to 20% of rice 
grown. Thus, farm yields lag far behind 
those in the world of the research sta- 
tion. But experience has shown that the 
people charged with the task of deem. 
on the scientists' results — the so-calle 
"extension agents" — have lacked the 
necessary communications skills. 

To deal with this problem, IRRI is 
using new ways of getting the message 
across. One is to put agents in 
schools rather than government offices, 
where they can reach children as well as 
adults. Another is to recruit more 
women, to communicate with farm 
women as well as men. Such strategies 
may seem simple, but they are backed 
by an sophisticated approach to the de- 
velopment of suitable training courses. 
As Asia's population continues to grow, 
much will depend on the success of 
these courses. п 
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The mating game - 


-Commercial politics hinder quest for super rice seeds 


o X ne of the most promising approaches 

to increasing rice yields is to emu- 
late the success of other crops by 
exploiting the vigour of hybrid varieties. 
Hybrids are crosses between unlike par- 
ents, each of which has desirable genes, 
and which give their progeny qualities 
not found in nature. 

In Asia, China has played a leading 
role in developing hybrid rice and is the 
only country planting it on a large scale. 
Over the past [5 years, Chinese scien- 
tists have developed hybrid varieties 
which yield up to 30% more rice than 
varieties culled from conventional 
breeding techniques. 

Unfortunately for the development 
of hybrid varieties, however, contracts 
between the Chinese Government and 


‘free exchange of hybrid researchers and 
materials, The history of these contracts 
1; Mustrates how politics can influence the 
|. way the fruits of science are distributed. 

Hybrids are difficult to create. 
Cereal crops are either self-pollinating, 


.from neighbouring plants. To create a 
“hybrid, therefore, it is necessary to pre- 
г vent nature from taking its course. 

But rice proved more difficult to 
hydridise than other crops. In fact, 
many researchers — including those at 
SIRRI - gave up the attempt. The 
reason is that, in the tiny rice flower, the 
stamen (male part) and pistil (female 
| part) are very near each other. Self-pol- 
ination thus occurs rapidly, usually 


The initial breeding of hybrids was 
done by hand, cutting the anthers (the 
bits at the end of the stamen that carry 
the pollen sacs) from one plant, then 
brushing their pollen onto the pistils of 
another similarly doctored plant. But 
this method bas a major drawback — 


A criticism of the IRRI voiced by 
| conspiracy theorists is that it has de- 
“Tiberately reduced rice's natural diver- 
< sity, squirrelling away traditional vari- 
, ties from their rightful owners in the in- 
stitute's *well-guarded gene bank." 
This, they argue, leaves farmers no 
option but to plant IRRI varieties, thus 
с bringing them under the control of the 
: multinational producers of fertilisers 
and pesticides. These bogeymen, the cri- 
tics mistakenly imagine, also control the 
institute (the IRRI is in fact funded by 
30-odd governments and international 
agencies). 

But, while it is true that genetic ero- 








.US-owned seed companies prevent а | 


or cross-pollinated by wind or insects | 


within 30 minutes of the flower opening. | 





because the offspring of hybrids cannot 
themselves produce seed, every season 
breeders must start again from scratch. 
For commercial purposes, it would 
be prohibitively labour-intensive 10 
manipulate millions of plants by hand. 
Thus, the key to success in hybridisation 
is to identify and transmit a gene which 
causes male sterility, which then gives 
scientists control over fertilisation. Such 
a gene was found in the early 1960s by a 
Japanese scientist, Choyu Shinjyo, then 
post-graduate at Kyushu University. 
Shinjyo went on to produce seeds in- 
corporating the gene, but the Japanese 


| Government, which was paying farmers 


to grow less rice rather than more — as 
it sull does — showed little interest. 

In 1969, Shinjyo published his results 
in English. His paper found an en- 
thusiastic readership in China, where 
breeders had also been experimenting 


| with male sterility in rice. When Sino- 


Japanese relationships were normalised 
in 1972, Shinjyo (who had become a 
professor at Ryukyu University in 
Okinawa) was one of those the Chinese 
most wanted to see. A meeting was ar- 
ranged in Tokyo at which ned 
handed the Chinese six varieties of hy- 
brid rice, 180 seeds in all. 

Within five years, Chinese research- 
ers took the world by surprise when 
they reported that they had successfully 
developed and cultivated hybrid rice 
varieties, By 1981, China had planted to 


| hybrids around 6 million ha, about 17% 


of total rice land, mostly in Sichuan and 
Hunan provinces. 

Almost 11 million ha of hybrids was 
planted last year, and the Chinese plan 
to increase the area under hybrids to 14 
million ha — nearly 40% of sown area 
— by 1990, Farmers in Jiangsu province 
report average yields of 8 tonnes a ha, 
compared with 5-6 tonnes for conven- 


IRRI to the rescue 


Institute helps revive Cambodia's war-ravaged farms 


sion has taken place — a single variety, 
IR36, is currently planted in more than 
half of all Southeast Asia's rice fields — 
it is wrong to accuse the institute of im- 
poverishing mankind's heritage. In fact, 
exactly the reverse is case, as IRRI's ef- 
forts to rescue Cambodia from the brink 
of famine demonstrate. 

In the late 1960s, Cambodia was an 
exporter of rice. But the civil war and its 
brutal aftermath devastated the coun- 
try’s farming community. Irrigation 
canals and water-control systems were 
severely damaged. A quarter of the 
country’s 2.4 million ha of rice land had 
to be abandoned. 





| 








search Centre is the leading institute in 
the field; its director, Yuan Longping, is 
recognised worldwide as “the father of 
hybrid rice." Outside of China, how- 
ever, hybrid rice programmes are still in 
their infancy, There is much that the 
Chinese could teach the rest of the 
world about growing hybrid rice. And, 
initially, it looked as though they were 
happy to do so: seeds were distributed: 
in 1980, a hybrid rice training course 
(co-sponsored by IRRI) was held in 
Hunan, and Chinese plant breeders also 
went to the Philippines to work at IRRI. 

Recently, however, exchanges have 
not been so free. After China nor- 
malised relationships with the US, one 
of the few things China could offer the 
US in return for US technology was 
hybrid rice seeds. 


ontracts were signed with several 

US seed companies, including Ring 
Around (a subsidiary of Occidental Oil) 
and Cargill Seed. The attraction of hy- 
brid seeds is that seed companies сап 
charge premium prices for them — upto 
10 times as much as for ordinary seeds 
~~ and, since farmers cannot breed hy- 
brids themselves, they have to come back 
to the seed breeder each season. 

For the farmers, hybrids are attrac- 
tive because the increase in yield more 
than makes up for higher seed costs (in 
addition to which, hybrids germinate 
more efficiently). As a result, in the 
West, hybrid seeds have become big 
business. 

With so much at stake, the com- 
panies do not encourage exchanges. Ac- 
cording to IRRI plant breeder M. N. 
Prasad, the Chinese Government, 
under pressure from the companies. no 
longer allows hybrid rice researche — » 
visit Hunan nor the export of sue 
sterile lines, even to IRRI. 

Meanwhile, test marketing of hybrid 





Average yields on what was left were 
just 1.4 tonnes per ha — the lowest inj 
Asia. In 1986, Cambodia had to import: 
500,000 tonnes of rice. 

At the height of the political distur- 
bances after the defeat of US-backed 
forces in 1975, farmers were unable to 
plant for three years. As a result, tradi- 
tional varieties of rice simply disap- 
peared. Fortunately, sample seeds of 
these varieties had been deposited af 
Los Banos, in the huge sub-zero tems 
perature refrigerator the репе 
bank — where IRRI safeguards 83,006 
rice varieties from more than 10€ 
countries. 

From these samples, the institute was 
able in 1981 to return to Cambodia 139 
of its traditional rice varieties. All of the 
seeds germinated, were multiplied and 
now grow in Cambodia's fields. 
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eral months in the Philippines, says Wil- 
fredo Marasigan, a manager at the local 
subsidiary of Cargill Seed. If trials are 
successful, Marasigan predicts that sales 
will follow in countries such as In- 
donesia, Pakistan and Thailand. 

But there are still several question 
marks hanging over the future of hybrid 
rice in Asia. One is the extent to which 
Chinese varieties are adaptable to con- 
ditions in other countries, especially 
since they are not resistant to diseases 
such as tungro, which is unknown in 
China, but is a major scourge of rice in 
the Cni. Limpia and elsewhere. 

Another unknown is whether other 
countries can match the efficient organi- 
sation of China's seed production, cer- 
tification and distribution systems. A 
third is whether the rather chalky qual- 
ity of the seed can be improved suffi- 
ciently to satisfy fussy eaters, such as the 

15. 

-f such problems сап be overcome, 
Prasad reckons that by the end of the 
century, hybrids could account for up to 
25% of world rice production. 

— Bob Johnstone 
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To boost production and help Cam- 
bodia regain self-sufficiency in rice, 
IRRI has embarked on a special training 
project. Funded by a grant of US$2.8 
million from the Australian Govern- 
ment, the project, which also covers 
Laos and Vietnam, is intended to com- 
pensate for the loss of the agricultural 
scientists and extension agents who 
perished or fled. 

Last year, IRRI trained 13 Cambo- 
dians in rice-production techniques. This 
year, the institute is training 34 more. 
But with the country's severe shortage of 
labour — around 60% of the population 
is under 16 — the most practical way 
to increase rice production, say scien- 
tists, is to intensify production on 
land currently being farmed, using 
traditional and modern varieties. 

— Bob Johnstone 
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The rice farmers’ helper 


Pioneer research institute searches for a new role 


Si eaten in Asia, it makes sense 
that the centre of the world's rice re- 
search should be located in Asia, too. 
The International Rice Research Insti- 
tute (IRRI) was established in 1960 on 
the campus of the University of the 
Philippines at Los Banos, southeast of 
Manila. 

IRRI was not meant to last more 
than 25 years. Exhibiting the naive op- 
timism of the early 1960s, its founders 
thought that 25 years would be long 
enough to solve all the rice farmer's 
problems. Their job complete, IRRI's 
scientists would then pack their bags 
and go home. 

But the new varieties of rice and rice- 
growing systems developed at IRRI 
have brought with them new sets of 
problems. And with the rate of popula- 
tion growth in the region higher than 
the rate of growth of food produc- 
tion, IRREs original rationale — 
the prevention of 
famine — remains as 
valid today as it was in 
1960. So, far from get- 
ting ready to go 
home, IRRFs 100- 
odd scientists are dig- 
ging in for a second 
quarter century. 

The pioneering 
days of the green 
revolution, in which 
IRRI played a pivitol 
role, are over. The in- 
stitute is now asking 
itself what sort of role 
it should play in the 
maintenance and con- 
solidation of that rev- 
olution. The most 
likely answer seems to 
be that of inter- 
mediary, channelling 
new science, seeds and systems to 
farmers. 

While the green revolution was 
going on in Asia, a revolution of a dif- 
erent kind has been taking place in the 
West, in the field of bk. ты biology. 
Its fruits, the new tools of biotechnol- 
ogy. offer tremendous potential for 
tailoring rice varieties in any number of 
useful ways. 

But biotechnology is expensive: 
cloning а single gene typically costs 
about US$1 million, which is a lot com- 

ared with IRRI's budget of less than 

S$30 million. Biotech also needs exo- 
tic chemicals like radio isotopes, some 
of which have a useful life of only a few 
days, which is too short to be of any 
use to IRRI even if supplies are air- 
freighted. 

Above all, biotech needs bright 
/oung scientists trained in the latest 


ince 90% of the world's rice is grown | techniques. Such people are in great de- 


mand; persuading them to come to the 
Philippines is not easy. Life at Los 
Banos is isolated, cut off from the world 
scientific community and, for security 
reasons, from the local community by 
armed guards at the gate of the IRRI 
compound. 

These guards are necessary because 
IRRI has aroused resentment among 
Filipinos. Some are merely jealous of 
the relatively high salaries: others, who 
include disaffected former IRRI em- 
| ployees, claim the institute is part of a 

plot to sabotage their country's econ- 
omy. 

The most recent focus of this resent- 
ment has been the institute's work on 
the genetics of blast fungus, which cri- 
tics claim could endanger the local rice 
industry should a strain not native to the 
Philippines escape from the laboratory. 
Such accusations have led to a Philip- 
pine Senate inquiry into IRRI's ac- 
tivities. To avoid further trouble, IRRI 
ceased work on blast fungus in October 
1987. 

Such constraints cannot but discour- 
age young geneticists from going to 
work at the institute. This is а pity 
IRRI desperately needs new blood. 
With recruitment frozen, however, new 
scientists cannot be taken on without 
some of the older staff making way for 
them. 

But if IRRI cannot expect to attract 
the best people, then at least it must be 
able to stay sufficiently close to the 
latest research to avoid being left be- 
hind. In laboratories in Europe and the 
US, some 50 different projects relat- 
ed to rice genetics are under way. 
Doing collaborative work with these 
laboratories, and taking that work to 
the rice farmers, will be one of the insti- 
tute's biggest future tasks 

Another role is to support national 
programmes in rice-growing countries 
throughout the region. Rice ecology is 
diverse: the plants can grow on dry hills 
or in several metres of water. It is un- 
realistic to expect IRRI to cover the 
full environmental spectrum, and one 
of its most important roles will be to 
continue to nurture the region's plant 
scientists. Thus far, the institute has 
trained some 6,000 scientists from 
80 countries, including 700 from the 
Philippines. 

Posing for their photograph outside 
IRRI, a recent group of visitors from 
the Tanauan Institute in Batangas 
showed their gratitude for such efforts 
in a hand-lettered sign, which read: 
“Thanks and more power to you, 
IRRI.” At this crucial juncture in its his- 

| tory, more power support, man- 
power and finance — is what the insti- 
tute needs. — Bob Johnstone 
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| first section of the 73-km subway 
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Ву Jonathan Moore in Taipei 

i О" of Taiwan's most controversial 
public works projects, the Taipei 

jl subway system, has been hit by the 

* central government's "buy American" 

policy. Bidding to provide rail cars 


which some critics fear will result 
in a more costly and inferior system. 


and signalling equipment will be re- | 
stricted to US-registered companies, | 


Rumbles on the subway 


| Taiwan allows only US bidders for parts of Taipei's subway 








wholly American firms are now mak- 
ing train cars. The five most likely 
competitors in the US have parent 
companies in Canada, Italy, France and 
Japan. 

US trade negotiators say the US will 
benefit from the jobs created, regard- 
less of the ownership of the company. 


















The exclusive preference for US 

. Suppliers is designed to help balance 

< Taiwan's trade surplus with the US, 

.|.its largest trading partner. The 
~ surplus hit US$8.5 billion in the first 

10 months of 1988. 

Tenders for train cars for the 


were called on 16 November. At 
least 50% of the equipment must 
“be made in the US, according to 
rules decided by the Executive 
Yuan, Taiwan's cabinet. Contracts 
"for signalling equipment will also 
“be restricted to US bidders, but 
< tenders for eight other foreign- 
» contracted portions of the system, 
such as ticketing and escalators, 
аге expected to be open. 
Critics say the restricted bid- 
. ding could affect the costs and 
_ quality of the system because sub- 
way cars are no longer a quality 
.product of the US. In fact, no 
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Get the impression we're being railroaded? 





Under p 
forei 


present policy, ng for оће 
| contracts. will exclude Japan. 
whose subway makers would offer for. 
midable competition but whose export: 
to Taiwan from January to October out- 
i imports by US$4.9 billion. 

enjamin Chi, director-general of 
Taiwan’s Department of Rapid Transit 
Systems (DoRTS), the coordination 
body under the Taipei municipal gov- 
ernment which oversees the project, 
said he was “a little bit disappointed” 
with the limited bidding policy because 
US firms were no longer in the forefront 
of train car design. Subway planners ai 
DoRTS would prefer open bidding. The 
systems they would most like to use 
as models, those in Singapore anc 
Hongkong, bought rolling stock 
from Japan and Britain. 





W ork began in July on the first 
23-km stretch of rail from 
the Taipei railroad station 
Tamshui. The section will usc ..- 
three-car units, worth about 
US$160 million. Chi said the ab 
sence of a clause guaranteeing 
continuation of the rolling stock 
contract for two subsequent phase: 
of track building is an incentive tc 
the contracting company to do г 
worthy job. 

The. restriction on bidding fo: 
rolling stock is only the latest inci- 
dence in the project of political p 
sure from the US, anxious to force 
Taiwan to reduce its trade surplus. 
In early 1987, in а move that was 
then criticised as politically moti- 
vated, Taiwan did not renew a con- 








Seoul goes on a spree 


: | South Koreans learn how to enjoy their new affluence 


Ву Mark Clifford in Seoul 
pm spending by South Korean 

meconsumers, who have enjoyed two 
years of 15%-plus wage rises, is giving 
van extra kick to what has traditionally 
been an export-led economy. The trend 
fits in neatly with government efforts to 
defuse protectionist pressures by slow- 
“ing export growth. 

Consumer spending rose 19% in the 
first half of this year. It was led by con- 
sumer durables expenditure which rose 
26% . according to the Economic Plan- 
ning Board (EPB). Spending in the 
third quarter grew even more rapidly. 
RA car sales up 8096 and electronics up 
36%. 

Domestic car sales in October 
reached a record 52,300 units. Local 
analysts expect the domestic market to 
keep growing, with South Korean con- 
sumers projected to buy just over half of 





the estimated 1989 production of 1.5 
million cars, Durable goods purchases 
should also keep rising. Spending on 
durable goods is less than 5% of total 
consumer expenditure in South Korea, 
compared with more than 8% in Japan 
and over 15% inthe US. 

Another boost to spending will come 
from the minimum wage, which is sche- 
duled to rise 23% to Won 144,000 
(US$209) a month at the beginning of 
next year. Significantly, 13% of the 
workforce is currently below this 
threshold, so the increase is expected to 
have a substantial effect on wage costs 
in low value-added industries as well as 
on pay packets. 

Government economists expect con- 
sumer spending to continue soaring. An 
EPB household survey put average 
household income at Won 561,000 last 





| tract with {һе British. consultancy 


year. This year income should rise to at 
least Won 670,000 а month and next 
year should see at least another 10% 
rise. Blue-collar workers, meanw = 
are calling for a shorter working \..~. 
and refusing to work overtime. "These 
days blue-collar workers don't have to 
work overtime to make ends meet," 
says Kim Kwan Young, a researcher at 
the Korea Development Institute. "It's 
a big change." 


case in point is Hyundai Motor, 

which has only two shifts but. pro- 
duces cars around the clock, seven days 
à week: Workers want the company to 
set up a third shift, so that they can have 
more free time. In a country with the 
world's longest working week, it is not 
just more money that matters but alsc 
the time to spend it. 

As South Koreans become richer, 
they are also spending. more money in 
department stores. Store sales grew 
33.2% in August, while sales in local 
markets rose only 4.2%. It seems that a 
new group of two-career couples and 
unmarried women living with their par- 
ents are fuelling the spending boom. 
Dresses selling at New York prices are 
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firm, British Mass Transit Consultants. 
The new general consulting firm was 
American Transit Consultants. 

In May, American trade negotiators 
were incensed when, just ahead of a 
round of US-Taiwan trade talks, 
Taiwan passed over a bid from Westing- 
house for a NT$7.8 billion (USS277 
million) turnkey contract for 11.6 km of 
a light rail system which will connect to 
the subway. The contract went to a 
French firm, Matra Transport. 

The firms currently most likely to 
submit bids include a consortium of 
companies called the US-Taiwan 
Transit Group, which includes Westing- 
house, General Electric, and rail-car 
building facilities owned by a subsidiary 
of Bombardier, a Canadian firm. Other 
bids could come from Hitachi-USA, in 
Atlanta; Alsthom, a French compan 
with offices in California; United Rail 
Car, a joint venture of Kawasaki based 

‘onkers, New York: and Breda, an 
-...an company with facilities in In- 


diana. Each of the parent companies | 


has experience building railroad cars. 
The subway system, which is sche- 
duled for completion by 1999, will com- 
ee three subway lines and a light rail 
ine, and is емей to move I million 
ople a day. The project is one of 
aiwan's 14 large development projects 
designed to stimulate domestic demand 
and investment as well as improving the 
infrastructure. But some sceptics al- 
ready feared that the subway might be 
too little, too late to alleviate Taipei's 
chronic traffic problems — and it is 
eight months behind schedule because 
of bureaucratic wrangles and delays in 
acquiring land. п 














being snapped up in Seoul's increasingly 
upmarket department stores. Smaller 
families also mean that less money is be- 
ing saved for children's education, further 
boosting consumption expenditure. 
Retailers are starting to get wise to 
the new trend. The French department 
store Printemps recently opened an out- 
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ECONOMIC RELATIONS 


Community care 


EC may expand aid under next Lome Convention 


By Anthony Rowley in London 


ettled by suggestions that it is on 

the way to becoming a protectionist 
"fortress" by 1992, the К реа Com- 
munity (EC) is trying hard to convince 
developing countries, along with indus- 
trialised nations, that Europe will re- 
main a liberal trading and development 
partner. 

As the 12-nation community starts 
negotiations for renewal of the Lome 
Convention — the fourth such pact — 
under which grants and soft loans are 


| given to 66 developing countries in Af- 


rica, the Caribbean and the Pacific, it is 
promoting an image of itself as a caring 


| and benevolent head of a worldwide 


“commonwealth” of nations. 


Brussels bureaucrats prefer the un- | 


wieldy term “polycentric cooperation,” 
but the aim, according to Dieter Frisch, 
director-general for development in the 
EC commission, is to create a common- 
wealth-like grouping in which govern- 
ment-to-government relations 
transcended by’ wider North-South 
cooperation. 

e EC has strived in recent weeks 
to counter the idea that a “Fortress 
Europe” is in the making. It has issued a 

licy statement designed to allay the 
ears of Japan, the US and other major 
nations on this score (REVIEW, 3 Nov.) 
and Frisch has embarked on a speech- 


let in the centre of Seoul. Large retail 
centres are mushrooming south of the 
Han River, where the new middle class 
lives. The new US$750 million Lotte 
World project, which includes a hotel 
and theme park in addition to stores, is 
the most recent addition to the land- 


=. 
omestic demand is also pumping 
up the industrial sector, though much of 
this is thanks to continuing high invest- 
ment rather than consumption. Machin- 
ery, paper, oil refining and electricity 
generation all showed big jumps in the 
third quarter and are expected to re- 
main pha. in the final period of the 
year, thanks to strong domestic de- 
mand. 

Housing will be a major source of 
economic growth over the next five 
years. The government plans to in- 
crease housing expenditures from less 
than 5% of the budget to more than 
10% by 1990. Currently, the Korea 
Housing Bank is the country's only fi- 
nancial institution to offer residential 
mortgages. But the government plans to 
urge commercial banks to offer 
mortgages as a way of stimulating house 
ownership. 


are | 





making tour of Europe in a bid to pla- 
cate developing countries. 

Frisch has acknowledged the fears of 
many developing countries that "the 
single market [in 1992] could affect tra- 
ditional trade relations" and that "the 
weakest will be the losers in an increas- 
ingly competitive struggle." But he has 
stressed that the interests of the de- 
veloping countries "will have to be 
given special consideration. " 

Brussels recognises that the com- 
munitys more developed trading 
partners may be able to improve their 

sition in the more dynamic post-1992 

C market at the expense of less-de- 
veloped and less-aggressive exporters. 
Frisch says: "Japan will be better able to 
seize these new opportunities than 
Senegal or South Korea better than 
Burkina Faso." 

But Brussels believes that, to some 
extent, it is up to developing country 
suppliers to make sure that their produc- 
tion capacity is flexible and their prices 
competitive. However, atthe same time, 
itis promising to “take special account of 
the interests of the weakest.” 

The current Uruguay Round of 
Gatt is expected to result in "some 
erosion of the preferential margins en- 
joyed by developing countries," be- 
cause as tariffs and quotas in general are 
cut so the relative advantage of develop- 
ing suppliers is reduced. Brussels is of- 
fering to counter this by ensuring that 
those who suffer “сап count on receiv- 


| ing special consideration and support.” 


Frisch admits that "the fear that pri- 
vate investors might find the single mar- 
ket so attractive that investments in the 


| developing countries suffer as a result is 


by no means far fetched." The commun- 
ity "must do something to counteract 
these tendencies if it does not want to 
see the credibility of its development 
policy undermined.” 

He also notes that while the principle 


of non-reciprocity is enshrined in the 





Lome Convention (in terms of asking 
developing countries for greater access 
to their markets in return for Europe's 
favours), the “demand for reciprocity in 
the fields of services and the movement 
of people and capital may need to be 
looked at more closely.” 

Frisch argues that, far from Europe 
raising new technical standards to im- 
pede the entry of goods after 1992, the 
preference within Europe nowadays for 
"mutual recognition" of standards 
rather than harmonisation will provide 
developing countries with a much wider 
market for their goods in future. 

Even so, Brussels is considering the 











Me 


possibility of giving developing coun- 
tries more time to adapt to whatever 
standards are imposed and, in certain 
cases, providing technical and financial 
assistance to help them adapt their pro- 
ducts to the changing market. 

Frisch suggests that an EC whose 
GDP will be strengthened by the 1992 
integration “should be prepared to step 
up its development-assistance program- 
me.” The implication is that the financial 
package to be settled at the fourth Lome 
Convention, which will run from 1990- 
95, may exceed the 8.5 billion European 
Currency Units (US$10 billion) agreed 
under Lome III. 

Although the structural adjustment 


BORROWING 


Were iF 


content of Lome program- 
mes is likely to increase — 
rather thanstraightforward 
project financing — Frisch 
stresses that “adjustment 

olicies should be evolved 

y the countries concern- 
ed and not by outsiders.” 
This sideswipe at multilat- 
eral institutions and at the 
demands accompanying, 
the US and Japan's bila- 
teral aid programmes, 
reinforces the image of 
Europe as the most sym- 
pathetic partner of the 
Third World. 








п | Rotterdam роп: opening up to Third World. 





Manila asks for more 


IMF casts doubt on government growth targets 


By Jose Galang in Manila 


he Philippine Government is once 
more locked in debate with the IMF 
over the direction of economic policy. 
The focus of the argument is the govern- 
ment's [989-9] economic plan, which 
involves high government spending, 
and borrowing, to stimulate growth of 
6.5% . The IMF, meanwhile, wants gov- 
ernment spending, borrowing and 
growth to be cut. 
The IMF has supported the govern- 
ment's demand-inducing spending pro- 
rammes since 1986 and is being asked 
or up to US$1.1 billion to роп the 
Коран, But IMF officials who have 
en in Manila since early November 
reviewing the programme have aired 
doubts about its ambitious targets. 
Under the plan, deficit-spending 
would push GNP at current prices to 
some P1.18 trillion (US$55.22 
by 1901 from P706 billion in 1987. 
Budget deficits are projected to slide from 
P22.9 billion, or 2.5% of GNP, in 1989 
to P 18.1 billion. or 1.596 of GNP, by 1991. 


But the IMF team warns that con- | 
tinued high government borrowing may | 


lead to inflation which could jeopardise 
future growth. Huge borrowing. as 
Manila's own experience has shown, 
tends to push up interest rates, and 
crowd out private-sector borrowers. 

The I 
lower growth targets — it suggests a 
target of 6% a year would be "more 
manageable" and could be funded by 
new taxes to reduce the proportion of 
the budget deficit to GNP to 2.1% in 
1989 and less than 1% by 1991. The 
original programme proposes no new 
taxes until 1989, but instead aims for 
more effective tax collection under the 
round of administrative reforms 
launched in 1986. 

What the IMF proposals amount to 
is an austerity programme, and a retreat 


billion) | 








from the growth-oriented expenditure 
policies followed by President Corazon 
Aquino since she came to power in 
1986. Bolstering the combined 7.2% 
growth over 1986-87 was a total expen- 
diture programme of P230 billion, of 
which P118 billion was borrowed. This 
year, gross borrowings are put at P79 
billion for a budget of Р 190.7 billion. 
Nonetheless, there are signs that in- 
vestment is beginning to support the 
economy's advance. In the first half. a 
real growth of 6.8% was accompanied 
by a rise of 13% in fixed capital, accord- 
ing to initial government estimates. 
Philippine officials are opposing the 
IMF's austerity plan. Economic Plan- 
ning Secretary Solita Monsod, whose 
office coordinated the preparation of a 
long-term economic plan, says the 
growth targets cannot be cut. She 
echoes a widespread sentiment that re- 
ducing the targets could result in dislo- 
cations to many businesses and workers 
similar to what happened in 1983. Then, 
austerity measures imposed by the IMF 
as a condition of a bail-out for the econ- 
omy led to difficulties for many indus- 
tries, and cost many workers their jobs. 
The Aquino administration is ex- 
pected to resist IMF proposals, but the 


| depth of such opposition is patchy 


F wants Manila to settle for | 


within the administration. This per- 
ceived lack of unity within the govern- 
ment is said to be weakening its bargain- 
ing position. 

Some of the officials known to be 
open to recommendations for more 
drastic measures to deal with the coun- 
try's foreign creditors, including pro- 
posals for debt repudiation, have ac- 
cused other members of the negotiating 
panel of excluding them from certain 
discussions. Also, some members of 
congress have continued to press for 
selective repudiation of foreign debt 
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and the creation of a new body to con- 
duct negotiations with creditors. 

The IMF's call for reduced govern- 
ment borrowing is not new, and in re- 
cent months local economists have 
come increasingly worried about tht 
fect of government borrowing on local 
interest rates. Since the latest Treasury 
bill auction in August, yields rose nearly 
two perenne points to more than 
17% in early November. Bank lending 
rates have followed suit. 

On the sitive side, however, 
monetary officials say investment in 
government securities relieved specula- 
tive pressure on the exchange rate by 
soaking up excess cash that could other- 
wise have gone into blackmarket specu- 
lation. 

But the government's fundamental 
problem of revenues, both from abroad 
and from domestic taxes, falling behind 
expectations, remains. This year's rev- 
enues are now forecast to be some 
P10.7 billion behind target, which 
could expand the projected budget def- 
icit by 13% to P25 billion. 

One reason for this was a slowdown 
in the availability of foreign fina 
owing mainly to the lack of local c. _.. 
terparty finance to match it. Failure to 
put up peso counterparts and delays in 
project implementation have led to 
some US$760 million in committed 
loans being cancelled so far this year. 

Taxes collected amount to only 
about 1376 of GNP in the Philippines — 
among the lowest proportion in the re- 
gion, and tax officials are seeking to 
widen the tax base. But collections 
under the new value-added tax (VAT) 
on all domestic sales have been poor. 

The current review of growth targets 
is expected to be completed by end- 
November, and will be formalised in a 
letter of intent submitted to the fund 
with the government's credit applica- 
tion. But the debate in Manila could 
continue even after the letter of intent is 
finalised. 

An IMF agreement is expected to be 
the cornerstone of further lending by 
the country's commercial bank cre- 
ditors and sources of official assist- 
ance. п 
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Money talks. 
And we Speak all 
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The next time you fly, by 


remember the golden rule. 
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Touching the world. 





To Europe via FRA. 
And you're right on target. 


Raise your sights for Frankfurt when you 
take aim for Europe and you won't fall 
short of your objectives. You don't have 
to look too far to see just exactly where 
Frankfurt lies. At the heart of Europe and 
at the pulse of central Europe's highway 
network. FRA is host to more than 80 
international scheduled airlines and also 
boasts 230 flights daily to every other 
corner of the continent. Little wonder 
that with great connections, fast, effi- 


FRA is host to up to 85 international scheduled airlines. 


cient handling on the ground аги 
through Tradeport Frankfurt, which с 
fers duty-free and tax-free storage foru 
to five years, Frankfurt is Europe's No. 
airfreight hub. Take the FRA way 9 
Europe and you've hit the bull's-eye. 
Please contact Flughafen Frankfurt Ma 
AG, D-6000 Frankfurt/Main 75, Tele. 
414 959. Or our representative in Ногай 
kong: Mr. Paul Eidens, с/о 1756, Т 
5-8 92 13 21, Telex 8 37 37. 


Flughafen 
Frankfurt Main AG 
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Launching ramp hold-up 


€ EVER since the Securities Ex- 
change of Thailand (SET) became the 
darling of international fund managers 
and investment bankers, the issue of in- 
adequate supply of scrip has dogged the 
market. Too much money chasing too 
few shares prodded the SET board into 
action early in 1988, twisting corporate 
arms to get more public listings. 

But along the way some principles 
were discarded. Shroff thinks the SET 
should halt all new listing applications 
until things can be set right. Instead of 
selling new issues to investors, and then 
e to get the listing okayed by the 

inistry of Finance (MoF), the proce- 

` 2 should be reversed. This might les- 

the growing feeling that investors 
being taken for a ride. 

It was long ago in July, that shares 
were on offer for the local Volvo assem- 
bler-dealer, Swedish Motors. As with 
all new issues, the SET had given some 
preliminary approval to the listing. As 
of late November, Swedish Motors was 
still not trading, and those who sub- 
scribed for the shares are wondering if it 
ever will. 

Ditto for property developer Land 
and House, and diversified Minor Corp. 
Both found buyers, but the money is 
frozen while the MoF ensures that they 
are healthy investments. MoF's delays 
might be reasonable — rumours say 
they are sceptical, for instance, of 
Land and House's projections given the 
high cost of undeveloped real estate 


now. 

The delay does not only apply to new 
listings. Rights issues, as those who sub- 
"ее Charoong Thai Wire know, take 

ver to come to the market, too. 

ZERTAINLY the SET has the in- 
vestors’ best interests at heart. How- 
ever, it is now time to get the horse and 
cart in the right order: make sure firms 
can satisfy MoF scrutineers, and only 
then let the brokers flog their shares. 
The solution might lie in pushing 
through the new securities-indust 
code and regulatory commission. Work 
towards this end was initiated over a 
year ago. 

If MoF is too busy, Shroff thinks a 
good idea would be for the MoF to re- 
hire Supachai Panichpakdi, former dep- 
uty finance minister, to take charge of 
the task. Since Supachai left, it seems no 
one in the MoF is really interested in de- 
veloping the capital market. 

One thing they might consider, 
suggests Mark Greenwood of Crosby 
Research, is allowing rights issues to be 
traded. Subscribing to rights issues is a 
now or never proposition — you take 
them up or you sell the share. This 
would force companies to be more mar- 
ket-cautious in calling on investors for 


cash, and give investors à way to avoid 
the listing delays. 
€ ONCE upon a time, agribusiness 
giant Charoen Pokphand was the star 
of the SET, and investors could not 
get enough. Many investors have now 
pretty much had enough. Wonder 
why? 
In early March, the market abounded 
with rumours of big things coming in the 
roup, and simultaneously prices in 
angkok  Agro-Industrial Products, 


`Сһагоеп Pokphand Feedmill (CPF), 


and Bangkok Produce Merchandising, 
rocketed. The 11 March announcement 
of a CPF capital increase was well-anti- 
cipated by the price rise. After that — 
clearly not as a result — the shares 
lost all support. While the market con- 
tinued upward, the three firms con- 
tinued down. 

It is accepted in Bangkok that com- 
pany boardrooms, like the city's streets, 
do not just leak but flood. But there are 
few that do not believe that a substantial 


CP GROUP SHARE PRICES 





REVIEWGRAPH by Ricky Hur 


market ramp was done, and investors 
taken in. Any insider could have known 
that the company was having to absorb 
big rises in the price of feed ingre- 
dients, putting the pinch on profits this 
year. 

The 30-storey CP Tower, under con- 
struction on Silom Road, is being touted 
as the group's next listing. The building 
will house mostly group firms on fixed 
leases, which means the potential for 
earnings growth is not high. Estimates 
of building rents are Baht 200-300 








| 







(US$8-12) а m?, when compara- 
ble rents in the area begin at the high 
end of that range. 

Already 60 million CP Tower shares 
have been sold to 99 CP-group exe- 
cutives at par Baht 10 and are now 
being offered privately to others for 
Baht 35-40 (even though no listing ap- 
proval has been granted). The group 
originally invested Baht 800-900 million 
in the property, whose value might now 
be 20-30% higher than that. Certainly 
not three times as much, with the rela- 
tively low fixed-income stream. CP is 
Thailand's only industrial multination- 
al, and a substantial one at that. Its core 
businesses are unquestionably strong. 

Yet it behaves like a small family- 
owned company suspicious of any out- 
siders. They have avoided explaining 
why their Hongkong vehicle is used to 
support the listed Bangkok vehicles; ask 
what they are doing in Hainan Island, 
and the answer is that they have “exclu- 
sive" rights to petrochemicals and elec- 
tronics development in the Chinese pro- 
vince. Has anyone ever won "exclusive 
rights" in China? 

Investors do not have much access to 
highly strung Siam Cement, but over time 
have learned to trust the company. The 
CP group carries itself proudly like the 
cement blue cmp, but does nothing to 
prove itself worthy of anything near the 
same level of confidence. 

€ THAI Wah's Dusit Laguna Hotel is 
one of Phuket Island's best. It was built 
on a pockmarked moonscape aban- 
doned by tin miners as both yield and 

rices fell. Even though the company 
os failed to evict the tin dredgers that 
show up off its beach in the high season, 
it has all along insisted that the mining 
rights for the land below the hotel are 

"no problem." 

But recently one of the country's 
mining companies has gone to court to 
exercise rights over the land under the 
hotel, now that the tin price is back up. 
Although Thai Wah denies it, we sin- 
cerely hope that it is scrambling to get 
рони support against the miners. 

ow else can you protect shareholders 
who apparently have not been told the 
full story in the past? 

ө SHROFF recently came across this 
piece of analysis: "Nation Publishin 
Group caused a sensation on the stoc 
market this morning when the company 
announced an unprecedented capital in- 
crease . . . Many people assess that the 
opportunities offered to existing 
shareholders will catapult the Nation 
share price . . . Though the issue may 
soar to Baht 1,000 each [22 Nov. close 
was 421], it is still attractive to buyers . . ." 

The source? Nation's afternoon 
newspaper. 
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Drinks group merger will create regional giant 


By Nick Seaward in Kuala Lumpur 
| А giant regional brewing conglomer- 
ate is to be formed with the merger 
of the Malaysian operations of Singa- 
pore’s Malayan Breweries Ltd (MBL), 
with publicly listed Guinness Malaysia. 
As a result of the merger, which was an- 
nounced simultaneously by both com- 
panies on 16 November, the operations 
of Malayan Breweries (Malaya), 
(MBM), will be publicly listed for the 
first time, creating one of the largest 
companies on the Kuala Lumpur Stock 
Exchange (KLSE). It will have an esti- 
mated market capitalisation of M$1.1 
billion (US$409.23 million). 

The new enlarged company will have 
a 66% share of the total malt liquor mar- 
ket in Malaysia, derived mainly from 
the best-selling Guinness stout and An- 
chor pilsener beer brands — hence the 
company's proposed new name of 
Guinness Anchor Brewery. However, 
the major attraction of the scheme ap- 
pears to be its ability to bring MBM into 
compliance with the New Economic 
Policy (NEP), without making the usual 
3096 shareholding offer to bumiputra 
(indigenous Malaysian, mainly Malay) 
investors. 

Although the success of the scheme 
depends on approvals from several au- 
thorities — including a particularly 
tricky waiver from the Takeover Panel 
of a mandatory general offer for Guin- 

ness by its controlling shareholders — 
the market seems convinced that Guin- 
ness’ adviser, Commerce International 
Merchant Bankers (CIMB), is going to 
pull it off. The price of Guinness on the 
KLSE shot up from M$4.20 to M$4.58 
the day after the announcement. 

CIMB, with its impeccable connec- 
tions in government circles — it is 
owned, ultimately, by the country's 
largest political party, the United 
Malays National Organisation — has 
с made a name for itself with its ability to 
| push through complicated restructuring 

© schemes that permit foreign owners to 
fetain more than 50% of Malaysian 
companies. This time it is going even 
© further by proposing that the merged 
: company be deemed in compliance with 
the NEP even though the bumiputra 
shareholding will be only 10%. 

The mechanics of the deal are com- 
plicated. As a first step, MBL is to issue 
3.33 million new shares in MBM — 
equivalent to 10% of the Malaysian sub- 
sidiary's enlarged share capital — to 
bumiputra institutions to be nominated 
by the Ministry of Trade and Industry 
. (MTI). It will then transfer its 90% in- 
*terest in MBM to a joint venture to be 
- owned equally with Guinness Overseas 





Ltd (GOL), the 50.0196 parent of Guin- 
ness Malaysia. In return, GOL will in- 
ject into the joint venture its interest in 
Guinness Malaysia. 

In step two, the GOL-MBL joint 
venture will transfer its 90% stake in 
MBM to Guinness Malaysia, in return 
for new shares in Guinness Malaysia. 
The new bumiputra minority share- 
holder in MBM will do the same. The 
new Guinness shares issued to the 


bumiputra shareholder 

















of MBM: will 
compensate for.the dilution of the origi- 
nal 10% bumiputra shareholding in 
Guinness caused by the new share issue. 

(This is important. Guinness Ma- 
laysia went public in 1965 and issued 
a 10% shareholding to bumiputras the 
same year — four years before the NEP 
was promulgated with the aim of in- 
creasing bumiputra participation in 
commerce and industry. As a result of 
this foresight, it has since been deemed 
to be in compliance with the NEP, even 
though other companies have been 
forced to sell off 30% or more of their 
equity to approved bumiputra institu- 
tions.) 

In step three, Guinness will make a 
bonus issue of one new 50 M cents share 
for every five existing ordinary shares. 





THE MAKING OF A BREWING GIANT 


First stage 


joint venture between GOL & MBL 





Guinness Malaysia ВМ | Malayan Breweries (Malaya) 


| Malayan Breweries Ltd 











| Overseas Ltd 


*Publicly listed... 








REVIEWDIAGRAM by Barry Lee 
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In addition, existing stockholders will 
get а 30 M cents special dividend for 
each of their shares. 

Neither CIMB, nor Baring Brothers 
(which is advising GOL), nor Guinness 
Malaysia itself would reveal how many 
new Guinness Malaysia shares are to be 
issued in consideration for MBM. At 
the end of all three steps, however, they 
did. say that the final shareholdings in 
Guinness will be around 58% for the 
new joint venture and 42% for the pub- 
lic, including 10% bumiputra. 

Stockbroking analysts have worked 
back from these shareholding figures to 
come up with a total of 96.5 million new 
50 M cents Guinness shares, making а 
total paid-up capital of M$156.3 mil- 

- lion, post-merger. On this basis, MBM 
is valued at about M$145 million, as- 
suming a 30% drop in the average pre- 
announcement price of Guinness to 
tbe into account the dilution in earn- 
per share. 

1lowever, Barings’ director Andrew 
Smith said that none of the parties yet 
knew what the exact numbers were as 
MBM is being valued on the basis of its 
contribution to net profits of the new 
group, not in terms of the price of Guin- 
ness shares. “The auditors will tidy up 
the figures,” he said. 


С mith said he believed the scheme 
“wa had a reasonable expectation of ap- 
:proval. The Takeover Panel waiver 
should not be too difficult to obtain as 
“the scheme does not involve a change in 
overall control of Guinness, rather, a 
widening of its interests. The MTI ap- 
provals, Smith said, should be forth- 


coming as “the industry has got 
chronic overcapacity and there is an 
aspect of rationalisation іп the 
scheme." 


According to the details released so 
*^* the brewing operations of MBM 
begin to be transferred in 1990 to 
ness’ sprawling plant in Sungei 
Way, near Kuala Lumpur. Guinness 
Anchor will invest M$65 million in new 
capacity at the plant to produce MBM’s 
pilsener and lager brands. Meanwhile, 
MBL in Singapore will start brewing 
Guinness stout at its new Tuas brewery 
next year, under licence from Guinness 
Malaysia for three years. 

After three years, Guinness Ma- 
Jaysia will no longer be selling Guin- 
‘ness stout in Singapore. In compensa- 
‘tion, MBL has undertaken to give the 
*'GOL-MBL joint venture the right to sell 
¿MBL's less popular ABC brand stout in 

the republic, accompanied by a one-off 
„payment of M$58 million. In addition to 
the ABC stout in Singapore, Guinness 
‘Malaysia will be able to export Guin- 
;ness, Anchor, Tiger and Heineken to 
"Hongkong, Thailand and Brunei. 
* For Guinness Malaysia, the 
rationale of the scheme is the substan- 
баі cost-cutting that will be made possi- 
ble through the combining of produc- 
tion lines. 
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PROPERTY 


The developers 


Manila's property boom spawns new listings 


By Jonathan Friedland in Manila 
B ooming land prices and rapid growth 
in the number and scale of develop- 
ment projects in Metro Manila and 
Cebu are prompting a handful of top 
Filipino business groups to establish 
listed real-estate investment com- 
panies. 

Ayala Corp., the Zobel family’s 
pany will concentrate on small residen- 
nounced its intention to float 25% of a 
new subsidiary, the 2500 million 
(US$23.4 million) capitalised Ayala 
Property Ventures Inc. Given the 
Zobels’ reputation for savvy real-estate 
dealing, the 330 million shares are likely 
to be snapped up when they come to the 
local market next year. The new com- 
pany will concentrate on small residen- 
tial and commercial projects. 

Industrialist John Gokongwei Jr 
plans to float 40% of the equity in 
Robinson's Land Corp., which is 
capitalised at P 1 billion and is currently 
owned by his family. Gokongwei's 
move is designed, in part, to raise 
money for both a P1.2 billion mixed- 
use development in the Manila suburb 
of Mandaluyong, and the renovation of 
his existing shopping centre PE. 
Investment bankers said Gokongwei 
hopes to pre-place the offering among 
offshore investors. 

Next in line, depending on market 
conditions, is First Pacific Land (Philip- 
pines), which was formed last Sep- 
tember by local developers, the Rufino 
family, and Hongkong-based First 
Pacific Co. with nominal capital of P.10 
million. First. Pacific Land, according 
to Hongkong-based executive David 
Davies, intends to buy new commercial 
properties and to renovate old ones. Its 
partners, including Philippines Long 
Distance Telephone Corp. president 
Antonio Cojuangco, will inject finance 
on à project-by-project basis. 

"We are in the first stage of fund 
mobilisation for the real-estate boom,” 
said Robert Coyiuto Jr, president of the 
Manila Stock Exchange. “There could 
be a lot of money out there." 

The formation and listing of these 
firms comes after 18 months of expo- 
nential land price increases, particularly 
in Mandaluyong, the site of the Asian 
Development Bank’s new headquar- 
ters. Prices have also risen between 
five to 10 in the blue-chip business dis- 
trict of Makati, in Manila’s Binondo 
(Chinatown), and in the southern sub- 
urb of Ayala-Alabang since President 
Corazon Aquino came to power. 

Land values have also skyrocketed in 
the Visayan city of Cebu where the 
Zobel family, Gokongwei, and depart- 


move in 






































| ment store magnate Henry Sy have 
waged a bidding war for prime commer- 
| cial property. Next to boom, most ana- 

lysts believe, will be the area surround- 
| ing the 180 ha of reclaimed Manila Bay 
land recently bought by a consortium 
led by Tan Yu, a Filipino businessman 
based in Taipei. 

According to analysts, much of the 
buying comes from Filipino-Chinese 
who salted funds offshore during the lat- 
ter years of the Marcos era. Their pur 
chases are indirectly supported by the 
Overseas Chinese community їй other 
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| 
| Asian countries. "People 
| land prices as cheap. V 
| affected by prices else: 
the certainty that the cit 
| to grow," said Rizal Миу 
lisher of the Chinese Commercial 
Currently, there are only two 
Filipino corporations that can right 
be called property concerns. The giz 
Ayala Corp., with a market capitalisa- 
| tion of P9.3 billion, owns much of 
Makati, has extensive holdings in its. . 
partially eponymous  Avala-Alabung 
area and recently embarked on a BA bil- 
lion project in Cebu. Ayala Land ci, 
the group's primary real-estate sub- 
sidiary, plans to transform the 44-ha 
Cebu site into a self-contained residen- 
tial, entertainment and commercial 
| complex, that will include a five-star 
| hotel. run. by the Hongkong-based 
| Shangri La Group. 
| Shangri La is also involved with the 
| second, far smaller, real-estate come 
| pany — the Philippines Realty and 
| Holdings Corp. The Р720 milhon 
| capitalised Philrealty, whose primary 
| backer is National Bookstore founder 
| Alfredo Ramos, has one Mandaluvong 
| condominium development under way. 
| It also plans to team up with Shangri La 
to compete with Gokongwei and Sy by 
building a РІ billion hotel-entertain- 
| ment-commercial complex in the same 
| increasingly crowded and already in- 
| frastructurally strained Mandaluyong 
| area. | 
| Sofar, the share prices of these listed 
i 
| 
4 
i 
] 





| companies have not reflected the starti- 

ing increases in the value of their land 
| holdings. In Ayala's case, its book value 
i stands at around P 10 per share, which 
i roughly mirrors its current trading 
range. But analysts note that much of 
Ayala’s portfolio was last revalued in 
the 1960s, and thus share price does 
not reflect net asset value. Philrealey 
shares, when not buffeted by specu- 
lators, have traded at a modest pre- 
mium to per share net asset value of 
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MARKETS 


The pins begin to fall 


Citicorp prunes its Asian stockbroking capacity 


By Christopher Marchand in Hongkong 


W ith turnover on Far East ex- 
changes slumping, it was inevita- 
ble that well-paid stockbrokers would 
feel the axe. Citicorp International has 
followed County NatWest Asia in clos- 
ing its stockbroker, Citicorp Scrimgeour 
Vickers’ London sales office for Far 
East equities and laying-off staff. 
Citicorp is also in effect closing Vic- 
kers’ Seoul, Singapore, Taipei and 
Bangkok offices. The decision prompt- 
ed the resignation of Vickers' long-serv- 
ing managing director Philip Tose, and 
both stunned and delighted com- 
petitors. The feeling in Hongkong is 
that Citicorp has reduced itself from a 
major Far East stockbroking firm to a 
second or even third-league player. 
Citicorp's decision adds evidence to 
the error of pre-Big Bang dogma that 
only heavily capitalised securities firms 
could survive. Global commercial 
banks got into stockbroking on the lure 
of huge profits, only to see their invest- 
ment dissipated in bloated cost struc- 
tures and management incompatibility. 
Citicorp's problems are echoed at 
another US bank-owned corporate 
stockbroker, Security Pacific's Hoare 
Govett. Much of the Hongkong office's 
research talent has haemorrhaged 
away, while Singapore market rumour 


is that senior partner Lucy Yeo has 


‘BANKING 
Japan’s bond-loss blues 


Banks report sharp downturn in profits 


By Nigel Holloway in Tokyo 


apan's banks are being pressed by 
the Finance Ministry to come clean 


“on the extent of their bond-trading loss- 
|, es. Figures for the banks’ performance 
саа the six months to the end of Sep- 
"tember, however, are not expected to 
-reveal much about their bond-trading 


prowess. The bank figures, due to be 


"published on 24 November, were ex- 


ected to show either losses or sharply 
ower profits. 

A lot of blood has been spilled in the 
Japanese Government bond market 
since early last year as fears of faster in- 
flation and higher interest rates pushed 


гир bond yields in the middle of 1987 and | 


this year, catching traders on the wrong 
side of the move each time. 
In the past, the banks are alleged to 


< have understated the effect of this on 


their operating profits in two-ways. The 


© first was to transfer the loss from their 

















proposed to buy out Hoare Govett’s 
49% interest in Summit Securities. 

Yeo denies such talk, saying she is 
"shocked" such rumours have arisen. 
But Citicorp does not deny talk that 
Vickers has withdrawn its application to 
buy into Singapore Stock Exchange 
member Cathay Securities. With the 
second tranche of awards to foreign 
firms to buy into Singapore brokerages 
expected by the year-end, the issue of 
foreign participation is suddenly in 
some doubt. 

The fissiparous nature of Hongkong 
stockbroking also surfaced on 18 Nov- 
ember at Sun Hung Kai & Co., Hong- 
kong's largest retail stockbroker, with 
the resignation of its highly regarded in- 
stitutional sales team. The team plans to 
start a joint-venture broking and cor- 
porate finance firm with Hongkong-listed 
property company Lee Hing, an associ- 
ate of Singapore's Parkway Holdings. 

Three boutique shops specialising in 
corporate finance and stockbroking 
have now been formed in Hongkong 
this year. Citicorp's star corporate fi- 
nance team resigned in late-July and 
split to form two separate merchant 
banks: Anglo Chinese, in which 
stockbroker Crosby Securities owns an 
interest, and a still-to-be-named ven- 
ture which Tose will now join. 








trading to their investment account. Banks 
are not allowed to do this directly. But 
they can sell the bonds to brokers at the 
original purchase price and buy them 
back later for their investment account. 
Then it would depend on how the banks 
put the bonds on the books. 

Strangely enough, the banks are di- 
vided over the way they book their long- 
term holding of securities in their invest- 
ment accounts. Some do it at cost, 
others at either cost or market value, 
whichever is the lower. If they take the | 
latter course, it would show up as a non- 
operating loss, instead of an operating 
one, On the other hand, if they take it at 
cost, it is not shown as a loss at all. 

The second method of massaging 
the figures is to move the securi- 
ties from their tokkin accounts to 
their investment account. Tokkin 
income or losses would then show 




















Tose says stockbrokers. will either 
have to be boutique outfits or huge in- 
stitutional oriented,  position-taking 
companies with a “meaningful market 
share” in New York, London or Tokyo. 

The weakness of Citicorp’s decision 
is that it appears to fall into neither 
camp. By closing London and New 
York sales offices, Vickers’ biggest 
asset has been hamstrung: its niche stra- 
tegy of retailing Far East stocks to the 
West. But by withdrawing from market 
making, Vickers’ ability to be a fully 
fledged global institutional broker has 
been gravely hurt. 

Citicorps Anthony Leung says poor 
economies of cross-border trade (selling 
Far East stocks in London) forced Vic- 
kers to "balance market share against 
profitability." Vickers will gain from 
closer integration into Citicorp's global 
investment banking network, he says. С 

But Citicorp's decision does not с” 
plain why needed cost-cutting could 
have kept the value of Vickers’ name vy 
keeping a coherent strategy. 

Clearly, corporate brokers' ability to 
cut costs in today's low market turnover 
will be crucial in deciding the survivors. 


| On this criterion, James Capel is 


another candidate for the block. Capel 
has provided its owner, the Hongkong 
& Shanghai Banking Corp. with à neg- 
ligible return in the past two years. 
Capel's weakness also coincides with 
a drive into stockbroking by Wardley- 
Thomson, the securities unit of Hong- 
kong Bank-owned merchant bank 
Wardley. At this stage, the Hongkong 
Bank may not force a Capel-Wardley 
merger. But Capel is likely to get an ul- 
timatum to improve its returns. п 





up directly in the operating figures. 

Now the Federation of Bankers' As- 
sociations has proposed that such tr^ ^7 
fers from one account to anothe 
stopped. Their members may alreaay 
have taken the hint, if reports of what 
their figures will show are correct. 
Banks have grown increasingly depen- 
dent on trading operations since lending 
margins were squeezed by the deregula- 
tion of interest rates. 

Bond trading has been opened to 
them for only the past four years. Roger 
Gough of Baring Securities has pointed 
out that Nippon Trust Bank, Nippon 
Credit and Long-Term Credit have 
shown particularly dramatic drops in 
trading profits since 1985. 

Among the bànks, Sumitomo re- 
ceives the second-highest proportion 
(after Bank of Tokyo) of its operating 
profits from trading. in bonds and for- 
eign exchange. К КАД say that though 
its bond profits fell in the six months to 
September, they were still far and away 
the largest among the banks. 

In the past, the banks profits tended 
to move in line, but deregulation and 
stiffer competition are tending tolead to 
greater divergence in performance. = gy 
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ECONOMIC MONITOR 


Fragile start for recovery 


usiness confidence in New Zealand 

has picked up — but shakily. For 
the first time in five years, the New Zea- 
land Institute of Economic Research 
found that business had a net positive 
expectation for the next six months. The 
question New Zealanders are nervously 
asking is whether that expectation can 
be converted into real economic 
growth. 

This year has been marked by а 
sharp downturn. Figures for GDP 
growth are sluggish; retail sales con- 
tracted by 5% in real terms in the June 
quarter; house-building permits drop- 
ped from 4,570, seasonally adjusted for 
the September quarter 1987, to 4,010 in 

same quarter this year. Real dispos- 

; income was 0.3% lower in the June 
quarter than the same period last year. 

The up turn in business confidence 
came in August when the kiwi dollar fell 
from 70 on the trade-weighted index 
(nearly 73 US cents) to around 61 
(about 61 US cents). As one man- 
ufacturer said, "exports are con- 
tributing to the bottom line again" 
after a long period of losses or 
barely freaking even. This is the 
especially the case for those ex- 
porting to Australia. Against the 
Australian dollar, the kiwi has 
dropped from a peak of 94 A cents 
(80 US cents) in mid-February to 
around 75 A cents in November. 
The trade-weighted level was be- 
tween 60 and 61. 

There was some internal im- 
oen too. Retail sales in the 

eptember quarter were (0.996 
hieher in real terms than in the 
uarter. 

ther indicators also moved in 





the right direction. Inflation in the year 
to September was 5.6%, down from 
9.6% in 1987. It is expected to continue 
to decline — probably to between 4.5- 
5.0% for 1988, and still lower in the first 
half of next year if there is no devalua- 
tion. 

Interest rates have dropped, too, but 
not so far. Benchmark 5-year govern- 
ment bonds were still a little above 13% 
in mid-November, while 90-day bank 
bills were around 14.25%. Attempts by 
the Reserve Bank to nudge rates down 
further have met with no response. The 
financial markets are still hedging the 
possibility of inflation rising. 

The markets are also nervous about 
the budget. Finance Minister Roger 
Douglas forecast a deficit of NZ$1.4 bil- 
lion in the year to next 31 March and 
planned to cover that, and to retire 
some official debt, by selling NZ$2 bil- 
lion of state assets. But cabinet squab- 
bles and a poor half-year result by prime 
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sale candidate Bank of New Zealand 
have raised doubts about achieving that 
target. 

The balance of payments continues 
to improve. In the year to 30 Sep- 
tember, the deficit was NZ$1.45 billion, 
compared with NZ$2.64 billion in the 
previous year. This improvement was 
partly due to the recession — imports 
fell 3.5% in nominal terms, reflecting 
decreased demand, while forward im- 
port orders in the June quarter were 
5.4% down on a year earlier — but it 
was due more to increased exports, 
which rose 7.3%. Merchandise trade is 
showing a surplus — NZ$2.38 billion in 
the year to 30 September. But the def- 
icit on invisibles, drained heavily by ris- 
ing interest payments on private and 
public debt (now estimated to have 
reached NZ$38 billion 6095 of 
GDP), widened from NZ$3.74 billion 
to NZ$3.83 billion. 

There are fears that any recovery in 
the economy, and with it a rise in import 
demand, will cut the merchandise trade 
surplus. So would any fall in the terms of 
trade — which are held up by 
strong prices for wool, aluminium, 
and pulp and paper. A further fall 
in the kiwi dollar, which is widely 
feared though less widely pre- 
dicted than in the past, would push 
up the invisibles deficit. The re- 
covery, if it is beginning. is fra- 
gile. 

Ordinary New Zealanders can 
expect little immediate relief. 
Wage negotiations appear likely to 
result in an average rise of 3-4%, 
again below inflation, further de- 

ressing real incomes. though 
ower interest rates and tax cuts 
will help. More ominous is un- 
employment, now touching 10% 
and rising fast. — Colin James 
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South Korean diversified fur garment and transport firm 
reported brisk sales of shipping containers 


Leading Japanese manufacturer of synthetic fibres raised 
earnings a share to Y 9.77 from Y 6.86. 
























H30 June | Won35b 429.6 |Won9354b | +138 
(US$1.96m) (US$135.57m) 

| Ashi Chemical | H30 Sept. | Y 12.74b +52.4 · | Y395.42b +5.5 Y3 
| Industry Co. (US$103.96m) (US$3.23b) (same) 
| Sepoong H30 June | Won 1.71b +47.8 | Won66.99b +22.2 n.a. 
Йй (USS2.48m) (US$97.09m) (n.a.) 
| Sumitomo H30 Sept. | Y3.01b «390 | ¥208.81b 
_| Metal Mining (US$24.56m) (US$1.70b) 
| Daihatsu H30 Sept. | Y3.41b 432.7 | ¥320.66b 413.3" 
| Motor (US$27.83m) (US$2.62b) 
Bajaj 


| Electricals 
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Y30 June | Rs5.8m Rs 882m *6 25% 
(US$400,000) (US$60.83m) (same) 

| Hindustan Y 30June | Rs37.4m Rs747m +1 20% 

| Сосоа (US$2.58m) (US$51.52m) (30%) 


` Y = year ended. Н = half-year ended. “Because reporting year changed to end 31 Mar., comparisons are for half ended 30 Dec. 1987. 












South Korean paper pulp firm improved profits due to 
general cuts in oil and electricity rates 


Major Japanese miner attributed profit surge to rising prices 
for non-ferrous metals 














Leading Japanese maker of mini-vehicles predicts Y670b 
sales for 1988-89 


Indian consumer goods manufacturer plans to diversify into 
washing machines. 


Premier Indian chocolate maker may diversify into related 
food processing because of slow chocolate sales 
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Gold London 417.05 420.95 432.25 472.25 
New York (4) 
135.90 135.10 97.65 108.00 
129.30 
| London (1) 
Current delivery (Dec.) 1,222.50 1,332.50 1,605.00 914.00 
Mar. delivery 1,228.00 
Tin KualaLumpur (2) 19.50 19.67 19.54 17.31 
Cotton New York (4) 
Current delivery (Dec.) 52.39 55.98 52.75 67.46 
Mar. delivery 53.32 
Rubber KualaLumpur (9) 
Current delivery (Dec.) 271.00 275.00 342,00 261.50 
Mar. delivery 273.00 
Ра!т Ой KualaLumpur (5) 
Current delivery (Dec.) 998.00 1,005.00 973.00 830.00 
Mar. delivery 1,020.00 
‘Sugar New York (4) 
Current delivery (Jan.) 9.60 9.93 10.23 7.25 
Mar. delivery 10.26 
Pepper Singapore (10) 
Sarawak Asta Ык 100% 485.00 495.00 535.00 997.50 
Wheat А Chicago (6) 
Current delivery Dec.) 411.00 421.60 391.60 296.40 
Mar. delivery 418.00 
Maize Chicago m 
“Current delivery (Dec.) 258.20 269.60 287.60 187.00 
„Маг. delivery 267.40 
Rice Bangkok (8) 
5% white fob 305.00 305.00 305.00 278.00 
Soyabeans Chicago 6) 
Current delivery Jan.) 731.00 761.40 871.00 592.40 
Маг. delivery 744.20 
Cocoa —— London ul 
Current delivery (Dec.) 851.00 846.00 888.50 1,097.00 
Mar. delivery 870.50 
Coffee London (1) 
г Current delivery (Nov.) 1,067.50 1,073.00 1,039.00 1,227.00 
зап. delivery 1,084.50 
Petroleum Tokyo (12) 
Sumatran light 11.30 11.30 14.60 17.70 
Brent London au 12.30 1230 | n.a. 17.90 
E UN d P RM 
ifj£atonne (2)MSakg (3)USSanoz (4)USealb (5) M$atonne (5) ОЅса 60 Ib bushel 
()USe a 56 № bushel (8) 08% атопле (9) Мсако (10) Ѕфа100 кд (11)USSabarrel Source: Telerate, Reuter. 
























COMMODITIES 


Last sale to 21 Nov. 







































INTEREST R 




















TES (%) 
























































































































BOND YIELDS (%) 














21 Nov. Spot Previous " " К 1-year 
t 4 ear ago Prime interbank interbank interbank 
0551 WORTH rate week j .. age | lending treasury 1month* 3monthst 6 months? 
Australia dollar 1.168 1.173 1.234 1.453 n" NIE sd dE 
Britain pound 0.551 | 0.553 0.621 0.559 Austral 16.00 кә 
Canada dollar 1.231 1.2221 1.229 1.319 pipi 1439 1451563 | 1500 15.00 
France franc 5.93 | 5,9585 6.4865 5.681 Britain 13.00 11.75 | 42.425 12.1875 
Hongkong dollar 7.8105 7.8108 7.805 7775 
india rupee 15085 | 14968 14.254 14.19 Hongkong 9.50 6.8125 7.875 8.0625 
indonesia rupiah 1,719.00 1,718,00 1,697.00 1,550.00 Indonesia 22.00 - 21.00 n.a. n.a. 
Japan yen 122.525 123.35 133.85 135.00 n 
Malaysia dollar 2.6735 2.686 2.66 2.485 Japan 5.70 - 4.3125 4.50 4,50 
New Zealand dollar 1.547 1.553 1.564 1.577 3.375 | 
Pakistan rupee 18.6813 18.6813 17.83 17.60 
Philippines peso 21392 | 21392 21.07 21.09 Malaysia 6.75 = 4.00 4.10 4.20 
Singapore dollar 1.9488 | 1.9543 2.039 2.023 У 
SouthKorea won 690.10 693.20 722.50 740.00 New Zealand 15.75 - | 14.50 | 14.40 14.35 
SriLanka rupee 32,949 32.949 32.584 26.00 Philippines 15.125 17.919 13.50 
Switzerland franc 1.459 1.4635 1.609 1.374 i B 34.00 14:00 
Taiwan NT dollar 28.12 28.09 28.62 29.45 Singapore | 6.13 - 4,50 4.8125 5.00 
Thailand baht 25.006 25.12 25.56 24.85 
WestGermany mark 1.7365 1748 | 1913 1.673 South Korea 41.60 14.00 e - - 
iud 8а - on Taiwan 5.75 5.01 3.65 4.50 5.20 
Banknote icial Communist 5 
rate* rate countries Thailand 12.00 7.20 12.00 12.25 - 
Bangladesh taka | 29.80 32.70 F China us 10.00 8.601 | 8625 | 9125 | 9125 
Brunel са от Edd USS-«Rmb 3.722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATES} 
Macau pataca 8.052 8.05 HKS= Amb 0.476 1 month 12 month 
Nepal rupee 26.50 24.00 Soviet Union то ИИ =“ тасын 
Papua N.G. kina 0.895 0.88 US$ = Rouble 0.6086 USS А 8.5625 9.0625 9.1875 
Other: SDR1--US$1.35918, ECU1-US$1.1937, | Laos AN 11.8125 12.125 1 ae 
S$1-MS1.3615, £1 = HK$14.2455, USS-- New Kip 430.00 4.125 4.4375 . 
3 months forward: Japan Y 121.6535, vi $ ee А Swiss Fr. 4.3125 4.25 4.1875 
Hongkong HK$7.787, Singapore 81.9474, teman Dm Eê p VE 2.0375 
TMiddlerate "Selling rate USS = Dong 2,600.00 ў | 5 r 
" AS 14.0625 14.125 14.125 
Source: Telerate for spot and forward rates from Asian money markets, Republic Na- cs 10.3125 10.75 10.4375 
tional Bank of New York for banknote selling rates on the Hongkong market |н 
and Deak international Ltd for official rates, *longterm  **shortterm — tofferedrate Source: Telerate, Vickers da Costa & Co. 


Average of representative high-grade issues 
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week 
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| 1 £: 


NZ$: 
Domestic 3-5yearst | 14.175 


USS: 


Domestic 3-5 yearst 


7-10 yearst 9.05 
International 3-5 yearst 9.04 
7-10 yearst 9.24 


Yen: 
Domestic Syears t 
10 years t 


8 


international 3-5 yearst 4.06 
7-10 yearst 4.72 





Dm: 

Domestic 3-5 years" n.a. 
10 years * n.a. 
international 3-5 yearst 5.66 
7-10yearst | 6.30 

A$: | 
Domestic 3yearst | n.a. 
| 10 years t | n.a. 
t| International — 3-5years! | 13.37 


7-10 yearst 12.83 


C$: 


Domestic 3years* | 10.26 
Wyears* | 10.17 
international — 3-5yearst | 10.20 


Domestic 3years t | 
10уеаге t 


7-10yearst 10.25 


international — 3-5yearst | 10.70 


7T-10years! | 10.28 


7-1Gyearst | 13.25 
international Syears* | 14.09 
7T-l1Üyears!* | 13.34 


SFr: 
3-5 yearst 
7-10 yearst 
ECU: 
3-5 yearst 
7-10 yearst 




















6.99 
7.96 
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INDONESIA JAPAN 
Economic Growth % (real) (1) | 
1987 3.6 | 42 
1988 3-4 | 3.5-4.5 
International Reserves (5) 
Latest USS$12.86b n.a. USS5.56b USS5.30b USS89.40b 
(Aug.) (May) (June) (Aug.] 
Year earlier US$10.11b n.a. USS6.43b USS4.15b USS70.39b 
Trade Balance (total merchandise) 
Latest 3 months (0055087 > h USS0.44b USS0.95b P eren + USS18.05b(6) 
e! 4 July- .) (Jan.-Mar.) ( -July) (June- .) 
Previous 3 months .35b Uso. USS1.57b * USS2 11b + USSI9 
Year earlier USS0.44b +USS0.81b USS1.51b + USS2.34b | +USS18.75b 
m 
Latest 3 months USS7.78b USS12.11b USS17.49b х - USS65.94b(6) 
% change previous 3 months -5.52 * 35.87 +17.67 17.8 4.9 +0.5 
% change year earlier +8.65 +29.98 *30.77 *28.7 +5.9 +17.2 
Imports (8) 
Latest 3 months USS8.59b USS12.63b USS17.04b e х 05947 .880(6) 
% change previous 3 months * 8.6 +3218 +8.22 2.5 35.6 +3.3 
% change year earlier +12.5 +22.83 * 35.64 48 122 «27.6 
Consumer Prices 
Base July 80-June 81 = 100 Apr. 77-Mar. 78—100 | 1985 - 100 
Latest 3 months index average 182.0 772.0 313.96 | 101.1 
(July-Sept.) (Apr.-June) (July-Sept.) (June-Aug.} 
% change previous 3 months *1.9 -0. «25 +1.9 unchanged 
% change year earlier +7.3 +20 +11.4 *8.8 «0.5 
Money Supply (3) 
Rmb823.31b AME Rps 36.28t Y 395.761 
(Mar.) ug.) (Арг.) (July) 
change previous month * 2.6(11) * 0.8 +17 +10 
change year «294 _ *180 | *27.0 a +1.1 Е 
PHILIPPINES SOUTH KOREA TAIWAN THAILAND 
= + c AU. ЧИК. waned 
12.0 11 6.6 
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(Aug.) 
USS3.41b 
+ USSO.61b(4) * USS2.25b(6) 
(Jàn.-Mar.) (July-Sept.) 
+ USSO.80b +US$1.70b 
+USS0.50b +US$1,.36b 










USS4,08b(4) US$15.80b(6) 
-1.0 *10.2 
*34.9 *30.1 





USS3.47b(4) 
+3.2 
+36.8 


USS10.68b 


10-11.5 


US$13.56b(6) 
(73 


+25.7 












-Sept. 
*US$3.21b 
* US$5.87b 





US$15.39b 
0.7 
*5.8 
US$12.11b 
1.5 
*39.7 









1978 - 100 
404.9 
(Aug.-Oct.) 
*12 
+8.0 +7.0 
P165.77b Won 45.121 NT$4.58t Baht 875.6b 
) (Sept.) (July) (Aug.) 
+1.8 +4.3 +1,5 +0.7 
+ 18.6 +24.2 + 18.2 













USSS.08b 


(Aug.) 
USS3.87b 


USS0.94b 
(July-Sept.) 
USS1.13b 
USS0.41b 


















































(1) Official and other estimates of СОР (СМР in Japan) (2) Consumer Price Index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only 
exceptforSingapore (6) Customs basis (7) fob (8) cif (9) Excluding petroleum products (10) M3 (11) % change over past 3 months 


Source 


(5) IMF definition of reserves minus 









gola 
Official statistics. 
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North Asian bourses in pole position 


TOKYO and Seoul both finished the period ending 21 Nov. at record levels, and volumes soared in Taipei. 
But elsewhere markets were lacklustre. 


TOKYO: Low interest rates, low oil 
eps and a high yen pushed the Nik- 
ei above 29,000 for the first time. 
Food, precision instruments, electri- 
cals and pharmaceuticals were the star 
sectors, and banks were strong. Dai 
Nippon Toryo rose 30% to ¥1,230 
(US$10.03) and Ajinomoto climbed 
Y 300 to Y 3,060. Daily turnover was а 
busy 1.1b shares, worth * 1.31. 


HONGKONG: The market edged up in 
thin trading. but investors remained 
cautious amid speculation the HK-US 
dollar link may come under pressure. 
Hongkong Bank was unchanged at 
HK$6.15 (78 US cents). Hang Seng 
Bank rose 50 HK cents to HK$27.70. 
but China Light fel HK$2.30 to 
HK$14.40. Daily volume averaged 
395.15m shares. worth HK$663.54m. 


SINGAPORE: Prices finished lower 
across the board despite strong gains in 
Tokyo and a brief rally mid-period. 
Sembawang Shipyard bucked the trend 
closing at $$3.40 (US$1.75), up 16 S 
cents, and SIA Foreign rebounded 
with a 10 S cents gain to $$13.60 after 
heavy losses before the weekend. Vol- 
ume averaged 15.2m shares a day. 
valued at S$35.4m. 


KUALA LUMPUR: Despite some good 
economic news, prices drifted lower in 
lethargic trading. The exception was 
Guinness, which finished M$4.44 
(US$1.65), 24 M cents higher on news 
of a merger with its main rival. Most 
other blue-chips shed a few cents, with 
MAS for example, down 5 M cents at 
M$6.75. Volume averaged 6.8m shares 
a day, valued at M$15.5m. 


BANGKOK: The market index was lit- 
tle changed, but volumes rose with in- 
terest in a few specific companies. Saha 
Union group were active on capital- 
raising reports. New listing Songkhla 
Canning ended at Baht 49 (21 US 
cents), up Baht 5.25, but tin counter 
Tongkah Harbour fell Baht 32 to Baht 
358. Average volume was 4.1m shares 
worth a daily Baht 430.8m. 


MANILA: Copper producer Atlas Con- 
solidated Mining rose on rumours of 
new foreign-stake building. Atlas-B 
was up 17% to 230.50 (US$1.43) at the 
close, bucking the markets general 
softness. First Philippine Holdings was 
the best performer ir the commercial- 
industrial board. Average daily turn- 
over for the period was 988m shares. 
worth P 138.8m. 











AUSTRALIA: Local traders looked in 
vain for overseas direction, bringing 
the market down across the board for 
the eighth day. Miners such as WMC 
ended A$4.99 (US$4.28), off 5 A 
cents, while CRA lost 4 A cents to 
A$8.36 in generally lacklustre trading. 
Turnover was slightly less slow than 
last week, averaging 94.6m shares a 
day, worth A$156m. 


NEW ZEALAND: The market dropped 
heavily because of political instability, 
offshore weakness and NZ! Corp.'s 
NZ$179.6m (US$116.77m) interim 
loss. NZI Corp. fell 13 NZ cents to 78 
NZ cents. Counters which are listed 
on Australian exchanges tumbled: 
Fletcher Challenge lost 32 NZ cents to 
NZ$4.48 and Brierley lost 8 NZ cents 
to NZ$1.27. 


SEOUL: The market finished at a rec- 
ord high. Financials led the way, 
owing to expected industry restructur- 
ing. Insurance stocks rose 13.9%, led 
by Ankuk Fire and Marine, up 14.8%. 
Securities shares put on 10.5%, with 
Ssangyong Securities up 12.6%. Trad- 
ing remained heavy, averaging 12.9m 
shares on daily volume of Won 293.6b 
(US$2.35b). 


TAIPEI: The weighted index leapt 559 
points amid record volumes as big 
payons, encouraged by the renewed 

ullish sentiment, churned holdings to 
support particular stocks. Average 
daily turnover was a record NTS68 З 
(US$2.4b). Chung Shing Textile went 
up NT$4.50 to NT$23.40, a 24% rise. 
Chung Hwa Pulp gained NT$14.50 to 
NT$89, an increase of 19%. 


BOMBAY: The market rose only to fall 
back on 21 Nov. when the authorities 
announced increased margins on 40 

эршаг scrips. Aluminium shares were 
in demand after a 17.5% rise in the ad- 
ministered price of aluminium. Hin- 
dustan Aluminium jumped Rs 14 (96 
US cents) to Rs 137. Indian Rayon 
gained Rs 8 to Rs 88 and Grasim Indus- 
tries, Rs 5.50 to Rs 91. 


NEW YORK: Despite a relieved recep- 
tion for the mid-week trade figures, un- 
derlying pessimism combined with 
worries over inflation and the dollar's 
fragility outweighed gains on takeover 
activity. The Dow Jones Industrial Av- 
erage ended nearly unchanged, as did 
the Morgan Stanley Capital Interna- 
tional Index. Traded volume on New 
York was 658m shares. 
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It simply means, to serve is to honour. 





pes Tokyo, Osaka 
Hong Kong, Singapore, Kuala Lumpur, Bangkok, 
or Sydney to India and 
beyond to the Middle East, Africa, Europe and 
U.S.A. this familiar 
greeting marks the beginning of an exceptionally 
enjoyable journey. 
It is over 5000 years old and it succinctly characterizes 
the warmth and 
hospitality of our people, our country and our Airline. 
We at Air-India will be 
honoured to be your hosts on the ground or in the air. 


cO 
| EMH! -SAVEPEA 
The airline that treats you like a Maharajah. 
Tokyo 2147638 Osaka 264-5911 Hong Kong 5-221176 Bangkok 2569614 Kuala Lumpur 2420166 Singapore 2205277 Sydney 2328477 














APPOINTMENTS 


` "THE BREMEN POLYTECHNIC 


"The Bremen Polytechnic, Dept. of Economics, is seeking to fill 3 full-time 
positions for its new 4 years degree programme in "Applied International 
Business Languages (Chinese, Japanese, Arabic)". 
This pilot project is co-sponsored by the Federal Republic of Germany's 
‘Ministry of Education and the city state of Bremen. 
professor of Chinese studies with concentrations 
in economy and language of China 
`1 professor of Japanese studies with concentrations 
in economy and language of Japan 
1 professor of Oriental studies with concentrations 
S in economy and language of the Arab countries 
All positions are temporary, but will become permanent after positive 
"evaluation and continuation of the pilot project in 1992. Yearly salary will 


|^ be-according to federal civil servant payscale of "C 2". 


Applicant's qualifications: 
1.PhD 


2. Teaching experience in 
— modern language (Chinese, Japanese, Arabic) 
— areastudies (China, Japan, Arab nations, East Asia, Arab world) 
~ international economic relations 
77.3: Good knowledge of German as well as English or French 
‘Former experience in working with institutions and organizations of 
Arab-speaking or Chinese-speaking countries or of Japan are desirable. 
Applicants should be willing to participate in the ongoing evaluation of 
пе pilot project. 
` Applications (no forms necessary), including a chronologically complete 
госу with details of academic background, publications, photo, and cer- 
‘tified copies of testimonials and relevant documents, should be send di- 


— The Rector — 
Hochschule Bremen 
Neustadtswall 30 

D — 2800 Bremen 1 
Fed. Rep. of Germany 


Women and disabled persons with substantially 
the same personal and professional qualifications 
will be given priority. 

Closing date is four weeks after the printing of this 
announcement, 





COURSES 



































REGIONAL ECONOMIST 
DIRECTOR OF ASIA/PACIFIC 


FORECASTING SERVICES Internation 


GLOBAL BUSINESS INFORMATION AND AGVICE 


Business International, part of the Economist Group, is the world 
leader in the field of providing multinational corporations and 
government agencies with practical advice, analysis. and information 
on political, economic and regulatory issues and corporate practices in 
130 countries. It does so through an integrated system of publications, 
counselling services, research, conferences and online databases. 
Business International, which incorporates The Economist 
Intelligence Unit, provides these services to most of the world’s largest 
100 companies. 


We are seeking to recruit a Director of Asia/Pacific Forecasting 
Services, based in Hong Kong, to replace the current Director, who is 
returning to the United Kingdom. He or she will direct the region’s 
political and economic forecasting and will be responsible for tF 
success of the Asia/Pacific Forecasting Services — а subscriptio 
service covering 14 countries. He or she will formulate the scenarios 
used by clients for planning and contribute to all facets of the 
company's work with a forward-looking element. 


The ideal candidate will have a second or higher degree in ecosomics/ 
econometrics and more than five years experience in economic 
analysis — preferably gained in consulting and/or value-added 
publishing — and with a strong Asia/Pacific as well as international 
outlook. He or she must demonstrate an ability to deal effectively with 
people, both with analysts contributing to the Forecasting Services 
and with senior corporate executives. 


The compensation package will be such as to attract an outstanding 
individual. Please write in complete confidence to: 


Bill Henderson, Regional General Manager 

Business International Asia/Pacific Ltd., 

11/F, Mount Paker House, Cityplaza, Taikoo Shing, Hong Kong. 
Telephone: (852) 5-670491 Telex: 74364 BUSIN HX 
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A surge in domestic sugar prices has 
pumped new life into Bacolod City, 
capital of Negros Occidental and heart 
of the pfii sped "sugarlandia." It 
may not qualify as a bona fide boom, 
but with prices at the start of the milling 
season three times what they were two- 
and-a-half years ago, planters and other 
city dwellers are enjoying a sweet re- 
spite from economic crisis. 

New cars travel down once-deserted 
streets, joining Sir on guzzlers dusted 
off for active duty. Casino revenues are 
up 30% on last year. And in a dazzling 
public display of plenty, Bacolod threw 
itself a giant 50th charter anniversary 
party, coinciding with its customary 
"Masskara" festival. 

Thousands of revellers packed the 
city plaza nightly for more than a week, 
consuming endless bottles of San 
Miguel and skewers of barbecued chick- 
en. The scene contrasted sharply with 
Negros' former image as the Ethiopia of 
the Philippines, propagated by widely 
publicised photographs of the severely 
malnourished children of unemployed 
sugar workers. 

But while improved domestic sugar 

rices have revived Bacolod, they may 
in fact undermine Negros' long-term 
economic prospects and impede the 
rationalisation of the entire Philippine 
sugar industry. Whatever hardships the 
sugar crisis produced, it did push plan- 
ters in the direction of crop diversifica- 
tion, long advocated by domestic and 
foreign consultants. Now that trend has 
been reversed. 

For years, consultants cited the dan- 
gers of the province's monocrop econ- 


market and for workers idle during the 
"dead season." After sugar prices col- 
lapsed in the early 1980s, some planters 
finally heeded the call, experimenting 
with other crops including rice, corn, 
ramie and soyabeans. Those with suffi- 
cient capital opted for prawn farming. 

But when domestic prices bounced 
back — to 18.5 US cents a Ib this year 
from a low of 6 US cents in 1986 and 14 
US cents in 1987 — much of the diver- 
sified land was switched back to sugar. 
In the short run, this is profitable as pro- 
duction costs are in the 10-15 US cents 
a lb range. But domestic prices have 
been boosted by the fact that production 
has been doing no more than meeting 
local demand and the US quota — for 
which the price is 24 US cents. Mean- 
while, world prices, despite a recovery, 
are still only around 10 US cents. 





So if the Philippines' production rises | 


sharply it will have to be unloaded on 
world markets, which would drive the 
domestic price back down. Negros pro- 
duces about half the Philippines sugar, 
but productivity is low and costs high 
despite low wages. 

ronically, another event scheduled 


omy for landowners prey to a volatile 4 à : = 
| Sugarcane plantation: the diversification dilemma. 





for 1992 has stalled diversification: the 
redistribution of private lands under the 
Comprehensive Agrarian Reform Pro- 
gramme (CARP). While Negros plan- 
ters remain doubtful that the national 

overnment will raise sufficient funds to 
implement CARP, they are reluctant to 
switch to crops with long gestation 

eriods, such as mango or black pepper, 
in the event that the land will be taken 
from them just as it becomes profitable. 
In addition, banks have grown wary of 
accepting lands in line for redistribution 
as collateral for crop loans. 


Even Negros Occidental's highly op- | 


timistic governor, Daniel Lacson — 
who has been busily promoting the pro- 
vince as a “mini-Taiwan,” on the basis 
of the prawn boom — professes frustra- 
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tion over the diversification dilemma." 
"The high value crops aré there, but 
people are scared to diversify." 


acson's own version of land reform, 

the vaunted "60-30-10" plan, was of- 
ficially scrapped after being deemed in- 
compatible with CARP. The plan, 
which had won the grudging approval of 
all sectors, including the National Fed- 
eration of Sugar Workers, Food and 
General Trades, called for the govern- 
ment to write off a portion of planters' 
debt in exchange for distribution of 40% 
of the land for crop diversification — 
10% to individual tenants and 30% to 
workers' cooperatives. 

Land reform could eventually prove 
the vital engine for diversification. 
While a number of hacienda owners left 
their fields idle during the recent sugar 


crisis in the hopes of replanting once | 


prices recovered, small farmers finan- 
cially incapable of weathering the 
boom/bust cycle turned to other crops. 
"Only the land allocated by landowners 
to voluntary land sharing/transfer 
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schemes actually contributed to a size- 
able shift of former cane lands to other 
uses," notes a confidential Asian De- 
velopment Bank study. 

acienda owners' traditional attach- 
ment to sugar — one of the easiest crops 
to grow, and less susceptible to tenant 
pilferage than rice, corn, or other food 
crops — has worked against change. 
Yet even planters with initiative have 
been thwarted by a shortage of post- 
harvest processing facilities and lack of 
certainty about potential markets. 

"On paper, [diversification] loo’s 
good," says Jose Jison, a Negro pli F 
with 50 ha. “The problem is that €very 
time we went into other crops, at the 
time of the harvest, there's no market. 
The last thing you see in these ‘cash 
crops’ is cash." 

lanters cite their experience with 
ramie as a prime example of the perils of 
diversification. Seeing export sales rise 
2095 in 1985 to total 2,477 tons, they 
took the cue and planted more ramie. 
By 1988, however, producer prices had 
tumbled from P38 (US$1.40) a kg to 
P.14, due to over-production. 

Finally, one of the most challenging 
tasks in crop diversification will be re- 
claiming large tracts of abandoned 
sugarcane lands in rebel-controlled 
areas. The Confederation of Sugar Pro- 
ducers Association recently decided to 
make regular and official donations to 
the military to support the Citizen 
Armed Forces Geographical Units 
(CAFGUs), a paramilitary group ?^- 
signed to combat insurgency. 

While planters have quietly fu | 
paramilitary groups for years, this ap- 
pears to be the first time they have done 
so in an institutionalised manner. The 
move has sparked concern in the Philip- 
pine Congress that the CAFGUs may 
serve as planters' private armies. 

Meanwhile, in an effort to see the 
improved domestic sugar prices trickle 
down to workers, Governor Lacson's 
office has formed a task force to 
monitor hacienda owners' compliance 
with daily and piecework minimum 
wages, a task previously neglected by 
the Department of Labour. Sugar Reg- 
ulatory Administration chairman Arse- 
nio Yulo maintains that 70% of the 
planters are now paying the required 
wages. 

Provincial planning and develop- 
ment coordinator Roque Hofilena 
counters that the number is closer to 
30%. “If the [domestic] price remains 
200d for the next year or two, they'll 
ose all their alibis," says Hofilena. 

— Margot Cohen 
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Wrong target 


During his recent visit to Australia, Sin- 
gapore Prime Minister Lee Kuan Yew 
criticised opposition leader John How- 
ard for his proposal that Asian migra- 
tion be reduced, implying that Howard 
wasaracist. с 

When Howard reiterated his stand 
that he was. not a racist and called into 
question Lee's record on human rights, 
the prime minister went on the defen- 
sive and said his human-rights record 
was ‘not as bad as that of the Whites who 
had “hunted down" the Aborigines in 
Australia. 

One would have thought Lee would 
^be more careful in his remarks. The 
‘Malays are the aborigines of Singa- 
роге. The Chinese, the Indians and the 
г 2lo-Asians who are now dominant in 
_..gapore society are but migrants, The 
Australian Government acknowledges 
its previous injustices to the Aborigines 
and is now remedying that. It is not 
going to base its Aboriginal assistance 
programme оп the percentage of 
Aborigines who vote for it, as First De- 
puty Prime Minister Goh Chok Tong is 
planning to do with the Malay commun- 
ity in Singapore. This is institutional ra- 
cism. 

I am an Asian myself but 1 ср 
that Australian politicians have a right 
‘to decide who comes into their country 
ànd on what basis, just as Lee has the 
right to refuse the Vietnamese refugees 
the right to enter Singapore. If he does 
not want other countries to interfere in 
his country's domestic politics, neither 
should he interfere in another country's 
domestic politics. Let me remind Lee of 
one universal aphorism: people who 
live in glass houses should not throw 

ies. 
~, -Ney Justin Emmanuel 
If Singapore Prime Minister Lee Kuan 
Yew was correctly reported during his 
recent visit to Australia, he predicted 
that Asian nations would “turn their 
backs. оп Australia" for its “racist” at- 
titudes. His subsequent retreat, in 
which.he accused the media of "squeez- 
ing" the remark out of him, was still 
only a grudging admission of error. 

Of all people, Lee is well enough in- 
formed to know that beside most Asian 
nations, Australia is a model of toler- 
ance. Does he, for example, believe 
that the rest of Asia will "turn its back" 
on Sri Lanka, in view of the murderous 
racist. conflict. between Tamils and 
Sinhalese? And how about the Philip- 
pines, where the press describes Malay- 
sians as “niggers.” while at the same 
time working itself up into hysteria over 
à non-existent racist slur in the Oxford 
English Dictionary? 

Will Lee "turn his back" on the 
Malaysian Government for its blatant 
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discrimination against the Chinese and 
Indian communities? 

The hypocrisy of accusations of ra- 
cism against Australia can be breathtak- 
ing. In Hongkong (where such stories 
are assured of a good run in the local 
press), the overt. and ugly display of pre- 
judice against Vietnamese refugees 15 
sorry proof of incorrigible racism. A Ja- 
panese can become a citizen of Austra- 
lia, vote in its elections, and enjoy all the 
civil rights of the Australian-born; no 
Australian can ever achieve that status 
іп Japan, even if he or she marries a Ja- 

anese, but will always be an alien, sub- 
ject to legal discrimination. 

Racism is a blot on the planet, and 
unfortunately no nation is totally free of 
its stain. But on this issue, Australians 
are positively saintly. i 

A debate is in progress about the 
scale and speed of immigration from 
Asia. Only a tiny lunatic fringe, numeri- 
cally negligible and politically impotent, 
has seized the opportunity to raise its 
voice for total exclusion. 

Apart from these few ratbags, if any 
criticism is justified, it should be level- 
led against the politicians, especially 
those in government, who have deliber- 
ately chosen to misrepresent the issue in 
order to gain political mileage: but to 
accuse the overwhelming majority of 
Australians of racism is a stupid slander. 
It is a measure of their tolerance that 
they regard accusations coming from 
people who themselves live in glass 
houses more with amusement than irri- 
tation. 


Hongkong R. Holland 


Justice for Jeya 


I was perturbed to read in Last laugh for 
Jeya [10 Nov.) that, "Jeyaretnam is ex- 
pected to apply for a pardon from Singa- 
pore President Wee Kim Wee." From 
what I can see, it is the government 
which should be seeking J. B. Jeyaret- 
nam's pardon for having wrongly con- 
victed him and should redress the 
wrong done to him by offering him, if 
pe а non-constituency seat in par- 
iament. 

Alternatively, Jeyaretnam could be 
offered the post of chief justice when it 
becomes vacant. This would assure 
everyone that there is no executive in- 
terference in the judiciary as Jevaret- 
nam would be seen to have won the post 
by his steadfast fight for justice. 

Jeyaretnam's victory, besides prov- 
ing his innocence, indicates that pre- 
vious judgments were politically moti- 
vated. Many right-thinking Singapo- 
reans had all along felt that if what 
Jeyaretnam had done with the paltry 
sum of money donated was indeed an 
offence in the eyes of law, it was a trifl- 
ing matter not meriting the loss of his 
parliamentary seat or his right to prac- 
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‘legal skills across national boundaries. 







































tise as a lawyer. It follows, therefore, О 
that those who judged him unfit for the 
legal profession must themselves naw 
stand accused of being unfit, 
Singapore ‘Justice for AI = 


One law for them... 


Contributors to THE STH COLUMN may 
not be expected to present balanced 
views, but in his attack on the Hong- 
kong Government’s proposal to allow 
foreign law firms to hire and take as 
partners local lawyers [17 Моу.], Law 
Society president Simon 1p has aban- 
doned both fact and reason to continue 
stirring up anti-foreign, especially anti- 
American, feeling among the people х 
Hongkong. 

Ip's argument that legal skills canti 
cross national boundaries is grossly mi 
leading. He càn only support his argu- 
ment that Hongkong lawvers alone are 
qualified to practise Hongkong law, | 
first, bv ignoring historical fact, second; 
by pretending English lawyers are not 
foreign lawyers and then by lumping tos 
gether all other "foreign" lawyers re- 
gardless of whether their legal training 
is rooted in common law, civil law or. 
even socialist legal traditions. : 

This narrow view of who is qualified © 
to practise law in Hongkong is reflect- 
ed in the current Legal Practition- 
ers Ordinance, which is a law designed. 
more to protect the economic interests 
of a professional monopoly than ta 
set standards of professional qualifica- 
tion. 

Lawyers from England, where Ip 
himself first qualified to practise law, 
are still automatically admitted to prac- 
tise in Hongkong but lawyers from. 
Commonwealth countries are not. This. | 
is an anachronism arising from the fact 
that English lawyers are not treated às 
foreign at all in Hongkong. It has no- 
thing to do with the inability to apply 


For this reason, both law schools and 
the government in Hongkong employ 
lawyers from common law countries to 
teach, practise and administer the law in 
Hongkong. These lawyers are not fe 
quired to be admitted to practise in 
Hongkong. 

The logical extension of Ip's argu- 
ment is that I and 30 out of 47 of my cole 
leagues at the law school in the Univer- 
sity of Hongkong who are not admitted 
to practise law in Hongkong are thus not: 
fit to teach law to future Hongkong 
practitioners. 

Moreover, this logic suggests that 
the many government lawyers, fdgis- 
trates and adjudicators from Com 
wealth countries practising an 
ministering the law in Hongkong are 
qualified to do so. This view is. ax ah 
asit is offensive. Edward J Ep 
Hongkong University of Hong 
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О nly afew years ago it would have been unthinkable, but 
China and the Soviet bloc are rushing to open trade of- 
fices in South Korea. One reason is the lure of booming 
South Korea as a market, while rapid democratisation has 
enhanced Seoul's legitimacy in the communists' eyes. But 
the overtures could not have happened without the wave of 
pragmatism sweeping the communist world, and Soviet 
President Gorbachov's improvement of ties with China — 
which have led to quiet Sino-Soviet agreement not to score 
points off each other over North Korea. The Review looks at 
the prospects for Korean détente, which would have 


sweeping strategic effects in Northeast Asia, though North Korea-watchers 
are cautious about Pyongyang soon changing its tune. 


Page 20. Cover illustration by Zoran Mekisic. 








South Korean President Roh faces a 
quandary over severing links with his 
now-reviled predecessor Chun. 


Page 13 

Having won enough of the vote, Be- 
nazir Bhutto has to negotiate for the 
Pakistan prime minister's post with a 
nervous army. 


Page 14 

Fearful of giving wide powers and in- 

fluence to the defence secretary, the 
lippine legislature defers im- 

..mentation of a controversial ad- 

ministration code. 


19 
Thai Prime Minister Chatichai’s visit 
to Laos opens the door to better bila- 
teral ties. 


Page 28 

The wide-ranging powers of Hong- 
kong's anti-corruption body are 
looked at anew in the light of China’s 
takeover of the British colony in mid- 
1997. 


Page 30 

The Recruit Cosmos scandal reveals 
the role of Japanese politicians’ sec- 
retaries in shielding their bosses from 
public criticism for unethical deals. 


Page 32 

Vietnam is set to take a more con- 
ciliatory line with China as Hanoi gives 
priority to rebuilding the shattered 
economy. 





е 52 
The South Korean Government 
agrees to a US$1.24 billion rescue 
plan for the troubled Daewoo ship- 
building group. 


54 
Manila’s policy of cutting drug costs 
by insisting on the generic labelling of 
medicines prompts protests from for- 
eign-owned pharmaceutical firms. 


56 
Pakistan’s next government will in- 
herit a state-run financial sector bur- 
dened with huge bad debts and a tax 
regime that encourages widespread 
evasion. 


59 
Indonesia hopes that coal will replace 
oil 
earner as falling crude prices continue 
to burden its economy. 


e 60 
China’s southern province of Guang- 
dong, once hailed as a model of mar- 
ket-oriented reform, resists Peking’s 
efforts to impose austerity measures. 


Page 65 

South Korea puts the finishing 
touches to its long-awaited timetable 
for opening up its stockmarket to for- 
eign investment. 


Page 66 

The Thai government picks a Cana- 
dian-led consortium to build a US$1.7 
billion elevated rail system іп 
Bangkok, which suffers from chronic 
traffic congestion. 


Page 72 

Turnover on Taiwan’s stockmarket 
soars to record levels as a growing 
number of investors scramble after a 
limited amount of scrip. 
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Golkar executive resigns 
over leftist allegations 
Indonesia's government party, 
Golkar, has suffered a political 
embarrassment over the resig- 
nation on 18 November of Sar- 
toyo Prawirosurojo less than a 
month after his election at the 
national congress as head of 
the party's department of farm- 
ers and fishermen. Sartoyo 
cited health reasons for his de- 
parture, but Golkar secretary- 
general Rachmat Witoelar said 
that there had been allegations 
that he had “leftist connec- 
tions." — Michael Vatikiotis 


Former Mongolian leader 
returns from exile 
Mongolia's former president 
and ruling party general secret- 
ary, Yumjaagiyn Tsedenbal, 
was allowed to return quietly to 
Mongolia in October after four 
years’ exile in Moscow. Tse- 
denbal, Mongolia’s dictator for 
some 40 years, was ousted from 
his posts while on sick leave in 
the Soviet Union in 1984 and 
replaced by Jambyn Batmonh. 
Since then, though Tsedenbal 
has not been named in the 
Mongolian media, the internal 
policies he pursued have be- 
come а symbol of economic 
stagnation. — Alan Sanders 


China denies attack 

on Vietnamese ship 

Peking has denied Hanoi re- 
ps that a Chinese warship 
ired on a Vietnamese naval 
vessel in the disputed Spratly 
islands on 19 November. A 
Foreign Ministry. spokesman 
said that Destroyer 134, the 
vessel named in the protest, 
was resting at anchorage at the 
time. While analysts were puz- 
zled by the conflicting claims, 


they said the likelihood of re- | 


newed conflict in the area 


might be heightened now the | 


typhoon season is over. 
— Robert Delfs 


Taiwanese authorities 
rehabilitate Gen. Sun 
China's wartime hero Gen. 
Sun Li-jen, who has endured 
three decades of house arrest in 
Taiwan on disputed charges of 
plotting a coup, made his first 
public appearance on 26 Nov- 
ember at а party organised by 
some 3,000 wellwishers on his 
89th birthday. Sun was retired 
and placed under semi-deten- 
tion by the late president 
Chiang Kai-shek, after an offi- 





cer under his command tes- 
tified that he had plotted to un- 
seat Chiang. The Control Yuan 
cleared his name in April, say- 
ing the charges stemmed from 
a petition for military reform 
and not a coup attempt. In a 
show of political rehabilitation, 
leading government figures, in- 
cluding President Lee Teng- 
hui, have sent him greetings. 

— Shim Jae Hoon 


Khmer Rouge pledge 

to attend peace talks 

Khmer Rouge leader Khieu 
Samphan has pecie to attend 
the next round of peace talks 
between the four competing 
Cambodian factions, the 
group's radio reported on 25 
November. The broadcast said 
Samphan had told resistance 
leader Prince Norodom Si- 
hanouk he was "ready to join 
with all parties of our Coalition 








Spem: ‘ready to join.’ 


Government of Democratic 
Kampuchea in the next meet- 
ing in Paris at any time you 
think suitable.” The Khmer 
Rouge boycotted a meeting in 
Jakarta in October and tried to 
send a low-level representative 
to talks in Paris in early Nov- 
ember, prompting complaints 
from the group’s Chinese and 
Thai backers. — Murray Hiebert 


Marcos supporters rally 
against government 
Philippine military and police 
forces have been on full alert 
since 26 November after intelli- 
gence reports of a new de- 
stabilisation scheme to unseat 
the government. An estimated 
2,000 supporters of deposed 
oo Ferdinand Marcos 
rom Central and Southern 
Luzon converged in Manila for 
a demonstration which was to 
have sparked the anti-govern- 
ment move, which reportedly 
had the support of armed 
groups. Leaflets found at the 
rally exhorted military men to 
jointhe group. — Jose Galang 








BUSINESS 


Fraud probe at collapsed 
Australian merchant bank 


Australia’s National Com- 
panies and Securities Commis- 
sion (NCSC) is to investigate 
the collapsed merchant bank 
Rothwells and associated com- 
anies. The NCSC said on 27 

ovember it has reason to sus- 

ct “fraud or dishonesty.” The 

erth-based Rothwells, which 
incurred heavy losses in the 
1987 stockmarket crash, was put 
into the hands of a liquidator 
on 3 November, after the 
Western Australian state gov- 
ernment refused to help mount 
a rescue. — Michael Malik 


Philippines to pursue IMF 
talks despite senate bill 
Philippine debt negotiators say 
discussions with the IMF will 
continue on a proposed financ- 
ing programme for 1989-91, 
despite the Philippine Senate 
approval on 24 November of a 
bill setting a ceiling on debt ser- 
vice at 20% of annual export 
revenues. The Philippines is 
seeking a credit package with 
the IMF, but the talks are 
deadlocked on trade and pub- 
lic-spending targets which 
could affect overall national 
growth. — Jose Galang 


Indonesia to sell 
plywood in Japan 
Indonesia has set up a trading 
company in Japan to handle 
lywood sales to Japanese 
uyers. The wu À house, 
Nippindo, will be based in 
Osaka with branches in Tokyo 
and Nagoya, said Bob Hasan, 
president of the Indonesian 
Wood Panel Association (Ap- 
kindo). Nippindo is 95% owned 
by Apkindo, and the remainder 
by the Japanese firm Kanmatsu. 
Several Indonesian plywood 
firms have expressed concern 
that Nippindo will поворсгте 
Indonesian plywood sales in 
Japan. Indonesia exported to 
Japan 1.3 million m? of 
lywood, worth US$376.4 mil- 
ion, in the first nine months of 
1988. — A Correspondent 


EC digs in over 

farm supports 

The EC will take a tough line 
on agriculture at the Montreal 
meeting of the Gatt on 5-7 De- 
cember when ministers from 
some 150 countries will meet 
for the mid-term review of the 
Uruguay Round. The EC is 
adamant that it will not agree 


to a US proposal for ipee. 
out all production and trade- 
linked supports for agriculture 
by the end of the century. This 
appears to block compromise 
proposals put forward by the 
Cairns Group (which includes 
Australia and Indonesia) for 
supports to stay until 1990 and 
à phasing out thereafter. 

— Anthony Rowley 


Vietnam signs oil 

contract with Total 

France's Total Oil has signed а 
25-year contract with Vietnam 
to explore for oil in the north- 
ern Tonkin Gulf, Hanoi's offi- 
cial newsagency reported on 
22 November. In an attempt to 
lessen dependence on the 
Soviet Union for oil explo 
tion, Vietnam has recen _ 
signed agreements with Hy- 
drocarbons India and a Shell- 
Petrofina joint venture. Hanoi 
is also talking with British Pet- 
roleum, Agip of Italy and Pet- 
roCanada. — Murray Hiebert 


Malaysia’s NEP policies 
to continue after 1990 
Malaysian Prime Minister 
Datuk Seri Mahathir 
Mohamad said the target of 
30% ownership of corporate 
stock by bumiputras (indigen- 
ous Malaysians, mainly 
Malays), will not be discarded 
after the expiry of the New 
Economic Policy (NEP) in 
1990, Mahathir's 29 November 
comment ended speculation 
that the social restructuring as- 
cts of the NEP would be al- 
owed to fizzle out after 1990. 
However, he hinted that the n 
relaxed rules on foreign own 
ship would be extended beyond 
the 31 December 1990 expiry 
date. — Nick Seaward 


KL exchange forced 

to take new rules 

Malaysia’s Finance Ministry is 
forcing through new rules at 
the Kuala Lumpur Stock Ex- 
change (KLSE), which will 
pave the way for a full-time 
permanent executive chair- 
man. This blocks attempts by 
the present elected chairman, 
Nik Mohamed Din, to seek a 
second three-year term when 
his current term expires on 18 
December. The ministry also 
intends to reduce the KLSE 
committee from 10 members to 
nine, of which four will be 
nominated by the government. 
Only one government nominee 
now sits on the committee and 
the chairman is elected from 
among the nine stockbroker 
members. — Nick Seaward 
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| INTELLIGENCE HEAD 
|. Xiong Guangkai has been appointed 
| chief of Chinese military intelligence, 
| replacing Wu Jinfa as director of the 
1. Intelligence Subdepartment (IS) of 

. the People's Liberation Army 
general staff department. Xiong, who 
. speaks English and German, was 
stationed in China's embassy in West 
Germany from 1978-81 and has been 
deputy director of the IS since 

1986. 


SENSITIVE SALE 

Canberra is negotiating to sell to 

Pakistan its fleet of Mirage III 

- fighters, which have been superceded 
by the F18 in the Royal Australian 
Air Force. The 60 Mirages have 

` seral years more life, either as 

| Втегѕ with updated avionics or in a 

| ground attack role. The Pakistan Air 

Force already operates the Mirage III 

and the Australian aircraft would be a 

( quick and cheap augmentation of its 

y power. The sale is being watched 

à. closely by India, which Australian 

. Prime Minister Bob Hawke will be 

visiting in February. 


< GIVING SOMETHING UP 

. Domestic differences in Bangkok 

- have yet to be resolved before Thai 

|; Prime Minister Chatichai 

* Choonhavan can decide on the exact 

< timing of his planned Vietnam trip. 

The differences between Chatichai's 

E тоз advisers and the Foreign 

* Ministry centre on what sort of 

concessions Hanoi should make on 

the crucial Cambodian question to 

warrant the Chatichai trip. During 
atichai's Jakarta visit in late 
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by the advisers would have had him 
announcing the Hanoi trip after the 
latter withdrew 50,000 troops from 
Cambodia. But this was deleted after 
the Foreign Ministry objected. 





Chinese Premier 
Li Pengis 
building up his 
own think tanks, 
consisting mainly 
of old associates 
in the fields of 
power and water 
resources. 
Prominent young 
economists who 
U— came up with 
important reform ideas during party 
| General Secretary Zhao Ziyang's 
period as premier are left out in the 
cold in this newly evolved 
| government consultation network. 
Since early this year, many of them 
have switched to other fields of study 
or gone overseas as their influence has 
waned. 


SEE NO EVIL 
Despite high-level assurances that 
such controversial works as the TV 
series He Shang — a critical analysis 
of China's traditional culture — 
would not be suppressed, the State 
Media and Publications Office has 
affirmed a ban on the republication of 
the series' script and also barred 
ublication of a revised version of 
an Jiaqi's history of the Cultural 
Revolution. A rebroadcast and 
publication of material about He 
Shang is understood to have been 
suspended in October after Wang 


SKETCH by Morgan Chia 




















Zhen, China's vice-president and a 
former military leader, said the 
programme vilified the Chinese 
people. 


HOPEWELL HOLDUP 

A planned HK$70 million (US$8.97 
million) joint venture between 
Hongkong-based Hopewell Holdings 
and township authorities in Beijiao, 
Guangdong, has become an early 
victim of Peking's bid to cool China's 
overheated economy. Local funds for 
the venture, which was to have 
produced 300,000 air conditioners a 
year, have not been released. Under | 
the joint venture contract already 
signed by Hopewell managing | 
director Gordon Wu, the Hongkong. 
company was to invest US$4.8 ; 
million. Construction was to begin 
next year but has been put on 
indefinite hold. 


POSSIBLE PRESIDENT 
Lin Yang-kang, head of Taiwan's 
Judicial Yuan which is in charge ofall 
court matters, is fast emerging as à 
powerful contender for the 
n should the ruling 
uomintang (КМТ) opt for multiple: 
candidates in the 1990 selection of à 
new chief executive, A native 
Taiwanese, Lin, 61, is popular among: 
the islanders for his outspoken 
manner. À member of the KMT's 
central standing committee, the 
charismatic Lin recently said he 
would not shirk the challenge of the 
presidency if he received electoral | 
support. Taiwan's president is chosen - 
by an electoral college and needs to 
be endorsed by the KMT's central 
committee in order to run. 











































| —tober, a speech prepared for him 
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|. AFGHANISTAN 
| Security forces have found 70 bodies 
wrapped in bags in an area recently re-cap- 
tured from rebels in the eastern province of 
Aa official Kabul radio reported (25 
ov. 


BANGLADESH 

Police fired tear gas at bomb-throwing 
demonstrators outside Dhaka University in 
a half-day general strike against President 
Ershad (29 Nov.). 


BURMA 

* A weapons cache was discovered north of 
` Rangoon and two students who had returned 
* from rebel areas on the Thai-Burma border 
_ were arrested, according to the authorities 
| (24 Nov.). 


_ CAMBODIA 
* Shelling on the Thai-Cambodian border 
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has driven 5,000 refugees back to an interna- 
tionally sponsored camp after they were 
herded to forward positions by Khmer 
| Rouge guerillas, said relief agency sources 
i (28 Nov.). 


INDIA 

Sikh militants massacred 25 Hindus by 
spraying Dullets into crowds at busy bazaars 
in the temple town of Kurukhetra in the 
| northern state of Haryana (24 Nov.). 


| PAKISTAN 

Acting President Ghulam Ishaq Khan 
was to name a prime minister on 1 De- 
| cember, according to state-run television (28 
| Nov.). Pakistan's presidential election will 
take place on 12 December, the government 
announced (30 Nov.). 


PHILIPPINES 
Troops and police blocked convoys carry- 
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ing 1,000 civilians to Manila in what the mili- 
tary described as a failed uprising (28 Nov. Y, 


SOUTH KOREA 

Former president Chun Doo Hwan, after 
apologising on television for misd dir 
ing his rule, has quit the ruling Democratic 
Justice Party (29 Nov. ). 


SRI LANKA 

Three Indian civilians became the. first. 
foreigners to be murdered during the cour 
try's internal strife when 25 rebels stormet 
sugar factory in the southeast (25 New), 


THAILAND 

The country's southern provinces 
declared a major disaster area as P 
searched for thousands missing uf 
worst floods in the nation's history | 
Nov.). The bodies of 429 people were re 
ered in flood rescue operations (29 Nov 
























REGIONAL AFFAIRS 


SOUTH KOREA 


Chun’s apology fails to quell demands for a full reckoning 


A public unappeased 


By John McBeth in Seoul 


f South Korean President Roh Tae 

Woo and his advisers ever thought 
there was going to be an easy solution to 
the Chun Doo Hwan affair, they must 
now be wondering whether there is one 
at all — at least in a way which allows 
Roh to sever the Gordian knot tying his 
otherwise promising and apparently re- 
form-minded administration to the dark 
legacies of the previous government. 

Chun may be out of sight in the cold 
mountains northwest of Seoul, but he is 
still far from being out of mind. Opposi- 
tion parties continue to press for the dis- 
graced former president's appear- _ 
ance before national assembly 
hearings into the bloody suppres- 
sion of the 1980 Kwangju uprising 
and the other misdeeds of his re- 
gime. 

By effectively rejecting the pre- 
sident's nationally televised plea 
for clemency for his predecessor 
and long-time friend, the opposi- 
tion Party for Peace and Demo- 
cracy (PPD) and the Reunification 
Democratic Party (RPD) may 
have embarked on a political game 
plan which now possibly goes fur- 
ther than general house-cleaning. 

PPD leader Kim Dae Jung and 
the RPD's King Young Sam insist 
they are opposed to dissident de- 
mands for Chun's prosecution. 
But while Kim Dae Jung is bound 
to keep faith with his electorate in 
trying to uncover the truth behind 
the Kwangju bloodbath, moves to 
grill Chun about the way he and 
the ruling Democratic Justice 
Party (DJP) collected political 
funds threaten to strike much 





Roh makes his plea for Chun on television. 


that person could not be held solely ac- 
countable. “If this issue is thoughtlessly 
made a subject of controversy," he 
warned, "the very foundation of the po- 
litical community will be destabilised." 
Sources close to the president said he 
finds it impossible to compel Chun to 
give testimony because of their close 
personal relationship and the way it 
would appear he was betraving a friend 
— even if he has been told his loyalty to 
the country should come first. In the 
end, they said, the decision rests with 
Chun himself. If he twice refused to 
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what has been fuelling public sentiment, 
which is why he feels justified in pushing 
his case. "The assembly proceedings 
have a great significance because for the 
first time we have brought politics into 
the homes," he said in a recent inter- 
view. "It is having the affect of 
popularising politics." 

A poll by the state-run Korea Broad- 
casting System (KBS) — revealing in it- 
self — showed that fully 73.9% of the 
respondents thought Chun should take 
the stand to explain his actions. 1 
similar survey conducted by the Chi... 
Chungang Ilbo newspaper, only 
23% of those polled considered the 
affair should end with Chun's 23 
November apology. 

Roh acknowledged in his ad- 
dress that public opinion was di- 
vided, but he said political retalia- 
tion would not help democratic de- 
velopment. "Please accept the 
apology of the former president 
who is now tearfully reflecting 
upon himself day after day, repent- 
ing what he did in the past," he said. 
"To bring this new era of demo- 
cracy into bloom, we need a gener- 
ous democratic spirit." 





s he spoke, Chun and his wife 

Lee Soon Ja were entering their 
fourth day in the spartan guest house 
of a Buddhist temple in the Sorak 
mountains where in conversations 
with monks Chun is reported to h: 
blamed his problems on a "lust .... 
power." Observers believe, how- 
ever, that the temple sojourn is more 
a gesture of contrition for public 
consumption than anything else 





closer to Roh himself and could 
bring his own legitimacy into question. 
After all, the huge amounts of 
money spent to get Roh elected in De- 
cember 1987 came from the same cam- 
paign coffers that had been built up over 
the more than seven years Chun was in 
wer. Even DJP lawmakers acknow- 
edge that rather than lining his own 
kets, Chun diverted many of the 
unds coerced from big business groups 
into oiling the ruling party machine. 
Roh's 26 November address showed 
the issue has touched a raw nerve — and 
left the impression he may have some- 
thing to hide. In appealing to the public 
to accept Chun's 23 November apology 
and put the matter to rest, the president 
said an investigation into the "compli- 
cated" handling of political funds could 
hardly be limited to one person. And 


a2 








obey a subpoena, which the opposition 
has threatened to issue, the former pre- 
sident could find himself facing a year's 
imprisonment for contempt of the as- 
sembly. 

While there may indeed be a consen- 
sus that Chun should not face charges 
over his alleged abuse of power, the as- 
sembly's public hearings have become 
such a popular attraction in offices and 
living rooms around the country that 
most South Koreans justifiably feel the 
cast of once-untouchable characters 
would not be complete without the man 
regarded as the leading villain. 

Kim Dae Jung, who suffered years of 
imprisonment and house arrest under 
the Chun regime but has exercised com- 
mendable restraint since taking his 
place in the assembly, is well aware of 





and that the couple will eventually 
be moved to a better-guarded refuge. 
Roh called on the assembly to com- 
plete its hearings by the end of the year 
and said the country could not afford to 
"indefinitely wallow in the tribulations 
and confusion" of the past — reiterating 
the need for reason and cool heads. At 
the same time, he set out a package of 
follow-up measures, which among other 
things promised: 
» A sweeping amnesty by year-end 
“to all those who are now subject to 
punishment under the law for their in- 
volvement in the political situation.” 
The wording was ambiguous, however, 
and Justice Ministry officials later refer- 
red to the release of 200 prisoners — 
well short of the 600 that human-rights 
groups claim are in detention on politi- 
cally related charges. 
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» Compensation for the families of 

victims of Kwangju and the Samchong 

re-education camps and for those who 

suffered as a result of the massive 1980 

purge of government officials and other 
uman-rights abuses. 

» Legislation to institutionalise the 

open and impartial raising of political 

funds. 

» Legislative reforms "at the earliest 
ossible time" — an agenda that has 
road bipartisan support, but which has 

been put on hold because of the assem- 

bly hearings. 

» A "bold overhaul" of both the DJP 

and the administration, a reference to 

the expected removal of ministers and 
party office-holders retained from the 

Chun era. 

Along with the olive branches, Roh 
also brandished a mailed fist — specifi- 
cally to militant students, whose seem- 
ingly endless street demonstrations are 

ing the government's patience. Say- 

the restoration of law and order was‏ ڇ 
directly linked to the death or survival‏ 
of democratic society, he warned that‏ 
unlawful radical activities would be “re-‏ 
solutely dealt with."‏ 

Roh is apparently hoping that his 
latest package of measures will win over 
public support and force the opposition 
to back down. Most of those hopes are 
pinned on changes designed to demon- 
strate a new strength of leadership and a 
commitment to transforming the entire 
face of his administration — a course of 
action Kim Bok Dong, his brother-in- 
law and the man being tipped as his pos- 
sible successor, has been impressing on 
him for months and apparently at some 
risk to their friendship. 

Many if not all of the officials and 
ministers retained from the Chun re- 
gime are certain to be replaced, among 
them Rha Woong Bae (deputy prime 
minister and economic planning minis- 

). Choi Kwang Soo (lorei n affairs). 
~.ung Hae Chang (justice), Choe Dong 
Sup (construction), Oh Myung (com- 
munications), Cho Sang Ho (sports) 
and Sakong Il (finance), who faces as- 
sembly questioning over his alleged role 
in several forced business takeovers. 

South Korean analysts are also pre- 
dicting the removal of Defence Minister 
Oh Ja Bok, Home Affairs Minister Lee 
Chun Koo and Government Adminis- 
tration Minister Kim Yong Gap — all 
former military men who have had un- 
easy relations with the opposition. Al- 
though he is not considered a hardliner, 
Oh's answers to lawmakers’ questions 
during the recent parliamentary inspec- 
tion did not find ready acceptance. 
Whether Roh will go so far as to appoint 
a civilian in his place, however, is still 
very much open to conjecture. 

There is also expected to be a wide- 
ranging reshuffle in the DJP with chair- 
man and founding member Yoon Gil 
Jung and secretary-general Park Jun 
Byung likely to be the two highest-rank- 
ing victims. п 
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Bhutto confers with Ishaq Khan: delayed appointment. 








PAKISTAN 


Keeping the generals happy 


Bhutto woos a nervous army to clinch prime ministership 


By Ahmed Rashid in Islamabad 
aving won the votes — and taking 
92 of 205 seats in the national as- 
sembly — Benazir Bhutto has had to 
negotiate with the army to be appointed 
rime minister. The appointment has 
een delayed two weeks after the 16 
November general election while 
Bhutto attempted to convince the army 
that she would not act against military 
interests. 

It is also a sign of the army's nervous- 
ness about the political power of the 
daughter of the man they overthrew and 
executed a decade ago. In several meet- 
ings with acting president Ghulam Ishaq 
Khan, chief of army staff Gen. Mirza 
Aslam Baig and the head of the Inter- 
Services Intelligence, Мај.-Сеп. 
Hameed Gul, Bhutto was asked to 
agree to two main things. 

The army wants Ishaq Khan to stay 
on in his present position and head à 


cabinet defence committee that will | 


oversee the country's security, intelli- 
gence and military promotions — much 
as the emergency council, set up after 
president Zia-ul Haq died in an air crash 
in August, does. All three military ser- 
vice chiefs sit on the council. 

The army also insists that Bhutto 
make no immediate changes to the con- 
stitution, which gives immense power to 
the president. The 1973 constitution 
was drawn up by Bhutto's father — Zul- 
fikar Ali Bhutto who was deposed by 
Zia in 1978 and later hanged — but was 
drastically amended by Zia. The army 
also wants all its actions during the mar- 
tial law period to be validated. 

While criticising the delay in ap- 
pointing a prime minister and denying 
making a deal with the army, Bhutto ap- 
pears to be willing to allow Ishaq Khan 
to stay on. She has already said that her 
Pakistan People's Party (PPP) has no 
candidate for the presidency, opening 
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the way for Ishaq Khan to be elected by 
the national assembly and provincial as- 
semblies on 12 December 

Agreeing to stick to the constitution 
as amended by Zia might be more dif- 
ficult because the PPP has always de- 
manded that the 1973 constitution be re- 
stored in full. Bhutto has, however, said 
she will cooperate closely with the army 
and has assured generals who have 
sounded her out that she will continue 
the present policy on the Afghanistan 
issue. 

In the negotiations with the army, 
Bhutto — whose PPP lacks an outright 
majority in the national assembly — has 
had one trump card: Sindh. The PPP 
controls this her home province and she 
has let it be known that if she is not ap- 

ointed prime minister, Sindh, which 
fas seen a spate of ethnic violence in re- 
cent years, may become uncontrollable. 

The opposition alliance which was 
ranged against her in the elections, the 
Islami Jamhoori Ittehad (IJI, or Islamic 
Democratic Alliance, comprising nine 
conservative or Islamic parties as- 
sociated with Zia) also played the pro- 
vincial card. 

IJI chief Nawaz Sharif and other es- 
tablishment figures reportedly tried to 
persuade Ishaq Khan to convene the 
provincial assemblies first. The IJI, 
which won 54 seats in the national as- 
sembly, controls Punjab and has some 
hope of forming provincial govern- 
ments in Baluchistan and the Northwest 
Frontier Province. It feared that if 
Bhutto was appointed prime minister 
first, independent MPs in the provincial 
assemblies would flock to the PPP ban- 
ner. 

Sharif has ruled out a major recon- 
ciliation with Bhutto, declaring that 
their policies are too opposed to each 
other. “We are working in two different 
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directions," he told the REVIEW. The 
IJI, however, will be an implacable foe 
in Punjab. If Sharif is elected chief 
minister there when the provincial as- 
semblies convene, central-provincial 
tensions will be heightened. Never be- 
fore has Punjab, the country's largest, 
most рер and wealthiest pro- 
vince, had a ruling party which also did 
m control the government in Islama- 
ad. 

In Sindh, Bhutto appears to have 
won over the Muhajir Oaumi Move- 
ment (МОМ), an ethnic party of Mus- 
lims who migrated from India after the 
partition of the Subcontinent in 1947, 
and whose strength is in the urban areas. 
Ethnic Sindhis dominate the rural parts 
of the province. Observers hope that a 
MOM coalition with the PPP in Sindh 
will ease ethnic tensions that have led to 
more than 1,000 deaths so far this year. 


PHILIPPINES 


Military setback 


PPP leaders are convinced that once 
Bhutto becomes prime minister, inde- 
pendent MPs in the provincial as- 
semblies and even pro-IJI senators who 
dominate the upper house will shift al- 
legiance to them. It has happened be- 
fore in Pakistan's political tradition of 

atronage and family alliances. But eas- 
ing central provincial tensions and curb- 
ing the dislike of Punjab in the smaller 
provinces will be a difficult but impor- 
tant priority for a Bhutto government. 

So far, Bhutto has kept a tight grip 
on her party even as her MPs begin 
vying with each other for possible 
cabinet posts. Many of her supporters. 
who edis: that no civilian government 
can come to power without the army's 
backing, have praised her pragmatism 
and moderation. Her party's left-wing, 
however, thinks she has given away too 
much, too soon. Her alliances with 


Congress rejects code to give Ramos more power 


By Jose Galang in Manila 


he Philippine legislature has 

knocked back proposals to broaden 
the powers of the defence secretary. In 
voting to defer implementation of Presi- 
dent Cory Aquino's administrative 
code, due to have taken effect on 24 
November, both houses of congress 
demonstrated concern over prospects 
for abuse by a politicised military 
headed by power-hungry leaders. 

The legislature is also unhappy with 
other aspects of the code, some of which 
have been lifted from decrees issued 
during the martial-law period of presi- 
dent Ferdinand Marcos and run counter 
to the new Philippine constitution. The 
code — which is supposed to be a mere 
compilation of laws and guidelines for 
the government bureaucracy — is now 
due to be implemented on 24 November 
next year, and it is certain there will be 
major changes to it before it comes be- 
fore the legislature again. 

Under Aquino's proposals, the de- 
fence secretary would be able to exer- 
cise supervision and control of the 
armed forces as chairman of the Gen- 
eral Military Council (GMC). The 
armed forces' chief of staff would also 
be a member of the council. As chair- 
man, the defence secretary would also 
supervise the formation throughout the 
country of Citizens Armed Forces 
Geographical Units, the controversial 
civilian units which are to be armed as 
part of the counter-insurgency сат- 
paign. 

Legislators and opposition politi- 
cians fear that putting the GMC under 
the defence secretary would virtually re- 
duce the president, who is commander- 


ял 


in-chief of the armed forces under the 
constitution, into a figurehead and 
would give undue power to the defence 
chief as vice-commander-in-chief. Put- 
ting him, in addition, in charge of the 
other units would give him a nationwide 
armed civilian network. 

The GMC was originally established 
in the early 1950s at 
the height of then 
president Elpidio 
Quirino's campaign 
against a communist- 
led rebellion. The 
armed forces chief of 
staff was chairman of 
that council. In the 
1960s, however then 
president Carlos 
Garcia named his de- 
fence secretary as 
GMC chairman. 
Marcos named him- 
self chairman of the 
council when he reac- 
tivated it in the 
late 1970s to con- 
stantly review ѕес- 
urity and military af- 
fairs. 

Memories of the 
Marcos martial-law administration 
which was marred by human-rights 
violations, plus the current increase in 
complaints of military abuse of civi- 
lians, gave weight to opposition to the 
administrative code — though there is 
an element of politically motivated 
jealousy at work, too. The current de- 
fence secretary, after all, is Fidel 
Ramos who is considered a future 





landlords and pacts with the army may 
leave her unable to implement any real 
social and economic reforms, they fear. 

The public unease and cynicism over 
the delay in Bhutto's appointment has 
been matched by international criticism 
— and Ishaq Khan has not been im- 
mune to both. He had initially said he 
would announce the prime minister's 
appointment only after the speaker of 
the house had been elected when the na- 
tional assembly was convened on 5 De- 
cember. Then he brought forward the 
announcement to 1 December. 

Bhutto, meanwhile, was playing the 
role of prime minister-designate from 
the home in Islamabad of her friend 
and dentist, Zafar Niazi. She appear- 
ed to be enjoying the irony after a dec- 
ade of being branded by the military es- 
tablishment as a traitor and foreign 


agent. п 


presidential contender, and... 
strongest rivals hold key positions in 
congress. 


Ramos, according to recent surveys, 
is very popular, but he has been at pains 
to say that he had nothing to do with the 
drafting of the code which proposes to 
give him more power. 

The rest of the code covers a wide 
range of official acts: from the presiden- 
tial prerogative to transfer public funds 
from one agency to another, to local of- 
ficials’ powers to administer marriages. 
Unfortunately, the new constitution 
does not allow the president to transfer 
funds from one agency to another, and 
other provisions, such as one allowing 
automatic budget 
provisions for debt 
servicing, differ from 
prevailing sentiment 
in the legisla- 
ture. 

Aquino pron 
gated the admi... 
trative code through 
an executive order 
she signed two days 
before she lost her 
lawmaking powers 
with the convenin 
of congress on 27 
July 1987. At the 
time, the defence 

rtfolio was held by 

afael Ileto, who 
was replaced by 
Ramos a few weeks 
after the 28 August 
1987 coup attempt. 
As the pomak did not go 
through a public hearing before com- 
ing before the legislature nor get suf- 
ficient publicity until a few days before 
they were due to be implemented, the 
code could have thrown government 
operations into chaos because most 
people were ignorant of its provisions, 
some of which are in conflict with cur- 
rent policies. п 
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"To think we almost made a gift of it." 


“It’s the thought that counts.” 


REMY MARTIN XO 


Exclusively Fine Champagne Cognac 


Only cognac made from grapes grown in Cognac’s two best regions i 
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А HIGHER STANDARD: Here is a blend of elegance and performance usually found only 
bie. luxurv cars. That's because Toyota believes everyone sho 


ALL NEW COROLLAS NOW COME WITH 
enjoy the newest automotive advancements. And the latest exam 
TOYOTA MULTI-VALVE ENGINES of this thinking is the all-new Corolla. It has an elegantly rounc 
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ıape to be proud of. And the high output and efficient multi-valve 
igine in all Corollas puts their performance in far better shape 
xpand your driving experience to new horizons with the all-new 
orolla Toyota — Worlds No. 1 producer of multi-valve engines 


THE FUTURE ..... We'll be there! 


IMAGINATION AND INGENUITY — 
FREE TO SOAR 


We're not just a steel company any more. 
NIPPON STEEL is taking off in new directions 
to meet the needs of a changing world. 
Building on our strong foundation of research 
ability, human resources. market knowhow, 
and the wealth of experience we have 
developed in designing. building, and operat- 
ing our major steel facilities. we are currently 
advancing into new areas of promising and 
expanding enterprises and technologies. 
Steelmaking and'Steel-related engineering and 
construction will remain our mainstay, but you 
will see us as a full-range supplier of industrial 
s materials. and a corporation involved in 
e a wide spectrum of new businesses, including 
© such fields as electronic equipment. informa- 
# gion processing. and telecommunications 
б „Ме are the new NIPPON STEEL — and we 
"= Plan to be part of your future — whatever your 
requirements are and wherever you may be. 
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Making up lost ground 


Thai-Lao relations take a turn for the better 


By Paisal Sricharatchanya in Bangkok 


hai Prime Minister Chatichai Choon- 

havan's Vientiane visit on 24-25 
November has significantly improved 
Thai-Lao relations. The trip — the first 
in a decade by a Thai prime minister — 
was originally meant to be a goodwill 
gesture. But in the event, both sides ag- 
reed on a broad framework of coopera- 
tion that promises to help resolve long- 
standing border disputes and enhance 
economic ties. 

The success was highlighted by the 
signing of a joint communiqué at the 
end of the visit. Prior to the trip, Vien- 

` ае had expressed a desire for such а 

imuniqué, though Bangkok was 
non-committal. It was subsequently ag- 
reed upon during a 90-minute meeting 
between Chatichai and his Lao counter- 
part, Kaysone Phomvihan. 

“It’s like making up for the lost time 
since 1979," commented a Thai dele- 
gate, referring to the previous joint 
communiqué inked by Kaysone and 
then Thai prime minister Kriangsak 
Chomanan, when bilateral relations 
were at a peak. The source added that 
incidents like the bloody border battle 
at Ban Rom Klao last winter (REVIEW, 
3 Mar.) are not likely to happen again. 

The trip was initiated by Chatichai as 
part of his foreign-policy initiatives to 
reduce tension and forge closer ties with 
Indochina. If there is progress on Viet- 
namese troop withdrawals from Cam- 
bodia, Chatichai also plans a similar — 
albeit more important — trip to Viet- 
nam next year. 

Agreement on the creation of a joint 

der-demarcation committee appears 
ло be the most significant achievement 
of the Vientiane talks. The two sides 
had held several rounds of unsuccessful 
talks since the ceasefire at Ban Rom 
Klao. The Thais wanted a bilateral com- 
mittee to survey and demarcate the en- 
tire Thai-Lao border — similar to those 
Thailand has with Burma and Malaysia 
— asacomprehensive safeguard against 
future disputes. 

The proposal was rejected by the 
Laos prior to Chatichai's trip; they 
wanted a joint body first to concentrate 
onresolving the Ban Rom Klao dispute. 

In the event, the essence of the origi- 
nal Thai proposal prevailed. Bangkok 
recently named Deputy Foreign Minis- 
ter Prapas Limpabandhu as chairman 
on the Thai side; Vientiane is now ex- 

cted to name Second Deputy Foreign 

inister Thonglun Sisulit as his Lao 
counterpart. 

Although Chatichai and Kaysone 
pledged to turn the Thai-Lao border 
into а symbol of peace and friendship, 
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eration are likely to bear fruit more 
rapidly than the border talks. Sources 
say one of the main reasons for the 
speedy conclusion of the joint com- 


| muniqué was Thai concessions in these 


fields. Chatichai promised Thai suppen 
for Laos' export industries, as well as 





the development of its communications 
network, energy re- 





Observers expect the 
process of demarcat- 
ing more than 1,000 
km of often ill-defined 
territory to be pro- 
longed. Aside from 
Ban Rom Klao, more 
than 40 other less- 
publicised border 
flashpoints have been 


identified in recent | 
years. 
At the Vientiane 


talks, Kaysone raised 
long-standing Lao con- 
cerns over alleged Thai 
support for an estimat- 





sources and agricul- 
ture. 

Agreement was 
reached in principle on 
the need to build a 
bridge across the 
Mekong River, to con- 
nect the northeastern 
Thai province of Nong 
Khai with Vientiane. 
However, the project, 
which has been bandied 
about for decades, is 
not likely to take off 
soon since crucial de- 
tails, particularly on 
financing, have yet to 
be ironed out 





ed 8,000-strong Lao 
resistance force. The issue is not new. 
The Thais in the past have denied such 
support and assured the Laos that the 
resistance is not capable of toppling the 
Vientiane regime. The Laos, meanwhile, 
also denied supporting a breakaway fac- 
tion of Thai communists, who allegedly 
have been operating from Laosanctuaries. 

Plans for economic and social coop- 





Meeting the 
mujahideen 


Soviets and rebels have 
first direct talks 


By Ahmed Rashid in Islamabad 


T first meeting between Soviet offi- 
cials and the mujahideen since the 
1979 Soviet invasion of Afghanistan 
took place in November. The Soviet 
defence attaché met with two middle- 
level representatives of the seven- 
party guerilla alliance at the Paki- 
stan Foreign Office building in Isla- 
mabad. 

Ostensibly the meeting was to dis- 
cuss the fate of some 300 Soviets missing 
in action in Afghanistan who Moscow 
believes are being held by the mujahi- 
deen. However, it could be the first of a 
series of talks as the Soviets — who have 
temporarily suspended their withdrawal 
from Afghanistan — are looking for 
guarantees that mujahideen attacks 
against the departing Soviet troops 
will cease so that they can fulfil their 
part of the Geneva accords and with- 
draw all their troops by February 
1989. A crucial issue will be a Soviet 
attempt to achieve a ceasefire so a 





The two sides also agreed to ex- 
change military attaches after a lapse of 
more than 10 years and to cooperate 
with each other and the UN High Com- 
missioner for Refugees to resolve prob- 
lems relating to an estimated 90,000 Lao 
refugees, who have been in Thai border 
camps since fleeing the communist 





takeover in their homeland in 1975. gg 


| 
AFGHANISTAN broad-based government can be formed 


in Kabul. 

Earlier in the month, Mikhail 
Shomyakin, chairman of an interna- 
tional committee trying to secure the re- 
turn of Soviet prisoners of war in Af- 
ghanistan, had said he was ready to 
meet Afghan leaders in Pakistan but 
| that Islamabad had refused to issue 
committee members with the necessary 





visas. 
Pakistan appears to have decided 
that, given the sensitivity and impor- 
| tance of such talks, it would be better if 
the Soviet Embassy met the mujahideen 
directly. Acting Foreign Minister 
Yaqub Khan has been pushing for 
Soviet-mujahideen talks for some 
months, in an effort to deflect the in- 
creasing tirade from Moscow that Is- 
lamabad is trying to block a peace settle- 

ment. 

The guerillas have refused to say 
how many prisoners they are holding, 
but they are certainly fewer than 300. 
Mujahideen sources said most of the 

| Soviet prisoners did not want to return 
home but would prefer to go to a third 
country. Some Muslim Soviet prisoners 
from the Central Asian republics have 
been fighting alongside the guerillas. 

| The Soviets have been pushing 

| Pakistan and the US to persuade the 

| guerillas to work out a compromise with 

| the Kabul regime, which so far the 

| guerillas have refused. п 
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Communist détente is unfreezing rigid setting of two Koreas 


Trading Comrades 











By Review Correspondents 

C 7] The opening of exten- 
sive contacts between 
South Korea and the 
longterm communist 
friends of North 
Korea holds a region- 
al significance far 
deeper than just a vic- 
tory by Seoul in its diplomatic and eco- 
nomic one-up-man-ship with Pyong- 
yang. 

The effects on the North Koreans on 
their worsening isolation cannot be esti- 
mated by the outside world — quite pos- 
sibly Pyongyang will ignore its reverses 
as long as Kim Il Sung is alive. Even 
if the North Koreans fail to respond, 
the removal of the communist world's 
backing for Pyongyang's adventurist, 
belligerent posture could allow the 
South and its allies a great deal more 
flexibility. 

The trend is supportive of continuing 
political liberalisation in South Korea. 
As Washington looks at the costs of its 
military budget, it may hasten the re- 
duction of the US military presence on 
the peninsula. It is already a factor in 
the economic integration of Northeast 
Asia, including the Soviet Far East. It 
could be part of a process leading to mi- 
litary force limitations in the same re- 
gion, involving all the powers interested 
in Korea (including Japan). 

Reunification of Korea would obvi- 
ously have far more profound strategic 
implications. Instead of two rivals 
whose political and military strengths 
more or less cancel each other out, the 
surrounding big nations would be faced 
with an industrial giant of 63 million 
people in close proximity. It is fascinat- 
ing to speculate what external policies a 
unified Korea would adopt, but this 
seems likely to remain а subject for 
speculation. Although both North and 
South fervantly espouse the goal of 
reunification, few Korea analysts east 
Or west see any prospect of it. 

In the foreseeable future, however, 
it seems likely that South Korea's place 
in the regional and world community 
will be increasingly acknowledged. The 
North could likewise join the world if it 
chooses. For Seoul, this will place de- 
mands on it to broaden its perspective 
and interests beyond its present all-ab- 
sorbing priorities of countering the 
North, maintaining US interest and 
seizing economic gains for itself. 

Although China's pragmatic leaders 
allowed the first indirect trade contacts 
in the early 1980s, the months around 








this year's Seoul Olympics have seen a 
burgeoning of contacts between com- 
munist countries and Seoul, leading in 
several cases to resident trade missions 
— though the communists have stopped 
short of diplomatic recognition, in order 
to preserve the facade of support for 
Pyongyang's opposition to any cross- 
recognition on the German model. 

Seoul obviously likes to portray 
these developments as due recognition 
of its economic success and its rapid 
democratisation of the past 18 months. 
This is only partly true. Soviet President 
Mikhail Gorbachov's internal reforms 
permit — even require — a relaxation of 
tensions on the Soviet perimeter. This 
had had two effects. Moscow and its 
East European friends are themselves 
more open to contacts with former 
ideological foes. Rapprochement with 
China has already ended Pyongyang's 
ability to play Moscow and Peking off 
against the other. 

Gorbachov's major peace initiative 


Walking a tightrope: page 22 
In the wings: page 24 


Still a hermit: page 24 
Pyongyang diplomacy: page 26 








on Asia was first enunciated in his Feb- 
ruary 1986 Vladivostok speech. He 
went further by singling out economic 
cooperation with South Korea in his 
July 1988 address in the Siberian city of 
Krasnayorsk. The Seoul Olympics in 
September — boycotted by the North 
but attended by China and the Soviet 
bloc — was followed by Hungary's deci- 
sion to open up a mission, an embassy in 
all but name, in Seoul and Soviet plans 
to start a trade mission there. 

Іп November, Washington 
nounced that it would allow its с. 
lomats to begin contacts with their 
North Korean counterparts. While the 
obvious intention of the major powers 
seems to be to reduce Pyongyang's self- 
imposed isolation and goad the two Ko- 
rean parties into a dialogue in order to 
reduce tension on the peninsula, it is 
still too early to foresee the outcome. 


hese initiatives would have been un- 

thinkable before Gorbachov's rise to 
power in March 1985. In fact, itis a mea- 
sure of improved superpower ties that 
the Korean initiatives are being taken 
without either side expressing concern 
about the other, but almost with some 
complicity. At recent consultations in 
Paris between US Assistant Secretary of 
State Gaston Sigur and Soviet Deputy 
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Seoul's hi-tech lure 
across the Yellow Sea 





By Robert Delfs in Peking 

wo-way trade between China and 

South Korea, carried out mostly 
through Hongkong and Japan, reached 
US$1.5 billion in 1987, according to 
South Korean figures. Trade is ex- 
pected to reach US$3 billion this year, 
comparable with total Sino-Soviet trade 
(US$2.49 billion in 1987) and about 
40% of Sino-US trade in 1987. 

However, while South Korean trade 
with the Soviet Union is only one-tenth 
of that with China, according to South 
Korean sources, trade ties with the 
Soviet bloc are growing. 

South Korean businessmen in China 
now enjoy equal treatment with other 
foreign businessmen, and China is 
adopting the same attitude towards 
trade with South Korea, said Chu 


Baotai, deputy director of the Foreign 





Investment Bureau of China's Ministry 
of Foreign Economic Relations and 
Trade, who spoke to Japanese and 
Chinese businessmen on 4 November. 
"So long as the two sides intend to deve- 
lop economic and trade ties," Chu said, 
"it is necessary and natural for them to 
set up representative offices." 

Discussions between Peking and 
Seoul officials over exchanging perma- 
nent trade offices and direct sea links 
between South Korea and Shandong 
province are believed to have been 
under way for some months. 

"We prefer direct exchanges, includ- 
ing trade and investment," Rong Yiren, 
chairman of the China International 
Trust and Investment Corp. (Citic), 
told reporters in Peking in November. 
Rong, who is also a vice-chairman of the 
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Foreign Minister Igor 
Rogachev, there was a 
broad agreement on 
the way to reduce ten- 
sion on the peninsula. 
The two supported a 
dialogue between 
North and South Korea 
as the key to peace. 

In private, Soviet of- 
ficials have been talk- 
ing quite candidly with 
their US counterparts 
on the Korean ques- 
tion. Their public 
stance has also 
changed. In the past, 
the Soviets used to sup- 
port the North's de- 
mand for direct talks 
with the US on the 
withdrawal of the lat- 


Olympics. 





mainly to prevent de- 
velopments which 
could strengthen China 
on a strategic part of its 
border 

Until the late 1970s, 
Pyongyang was par- 
ticularly close to Pe- 
king in foreign policy 
and ideology The 
Soviets balanced this 
with military and eco- 
nomic aid just 
enough to wield influ- 
ence and contain Kim's 
adventurism. 

China also tried to 
moderate the North's 
bellicosity, but its plans 
suffered a jolt in Oc- 
tober 1983 when barely 
24 hours after it passed 








ters troops from the 
иһ. They no longer say that. 

The US wants to replace the armis- 
tice agreement by a peace treaty, after a 
North-South dialogue, to be signed by 
the US, China, Japan and Soviet Union. 
Moscow supports a North-South 
dialogue and could go along with a 
peace treaty, though its position on the 
treaty has not been fully spelled out. 

In the spirit of détente, Washington 
informed Peking and Moscow before 
announcing its move on opening con- 
tacts with Pyongyang. “It is not use- 
ful for the Soviets to publicly endorse it 
[the US шанс) but they recognise 
the significance of our move," an offi- 
cial said. In turn, Washington for its 

art appears happy with South Korea's 
urgeoning ties with the Soviet bloc as 
well as with China, which has opened 
up three coastal provinces to South Ko- 
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standing committee of the National 
7 ople's Congress, said Citic had com- 

1y-to-company relations with South 
Korean firms. 

All of South Korea's 10 largest busi- 
ness groups are involved in business in 
China and since March they have been 
joined by many medium-sized firms, ac- 
cording to a business consultant in- 
volved in setting up Sino-Korean trade 
and investment who did not wish to be 
named. 


Ее Peking, expanding trade with 
Seoul promises more than access to 
high-quality and reasonably priced 
goods. The relationship also reduces 
China's dependence on Japan and the 
US as a source of high-technology and 
quality consumer goods. Also, the pros- 
pect of South Korean investment in 
China has provided additional incen- 
tives to Taiwanese business interests to 
push for faster relaxation of restrictions 
on Taiwanese investment in China. 
China's two-way trade with North 
Korea totalled Rmb 1.9 billion 
(US$519.4 million) in 1987, balanced in 
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rean investments and joint ventures. 

For the past five years, the US and 
China have quietly collaborated in re- 
ducing tensions on the peninsula but 
until last year the region had been one 
of Sino-Soviet rivalry, because the two 
communist giants worried about losing 
influence in Pyongyang. 


Fo reasons that almost mirror each 
other's, both China and the Soviet 
Union have tried to restrain an aggres- 
sive North Korea. An armed conflict on 
the peninsula would not only involve 
China as North Korea's ally and seri- 
ously endanger its relations with the US 
and Japan, but would pave the way for 
greater Soviet influence in North Korea 
as its principle supplier of modern arms. 

The Soviets, for their part, tried to 
maintain their position in North Korea 


China's favour by Rmb 151.9 million, 
according to Chinese customs statistics, 
or about a third of China's 1987 trade 
with South Korea. 

China exports petroleum, grain, oil 
seeds and vegetable oils, textiles and 
textile fibres to North Korea, importing 
coal, non-ferrous metals, ores and to- 
bacco. The trade is carried out on a bar- 
ter basis, nominally valued in Swiss 
francs, and these figures may understate 
or overstate the actual value of goods 
exchanged in hard currency terms. 





on a conciliatory North 


Korean message, the latter's agents 
killed 17 South Korean officials visiting 
Rangoon. 


The resulting chill provided an open- 
ing to Moscow, which received Kim in a 
state visit in April 1984 — the first in 23 
years and offered more military aid to 
the North. In 1986, Pyongyang re- 
sponded to Peking's trade ties with 
Seoul by moving closer to the Soviets. 
Soviet naval ships visited North Korea 
to celebrate the 25th anniversary of the 
Soviet-North Korean friendship treaty. 
Soviet aircraft flew reconnaissance mis- 
sions over Chinese airspace along the 
North Korean border, and Moscow 
gave more military aid to Kim 

But policies were already changing 
at the centre of power in Moscow as 
Gorbachov strengthened his hold. Mos- 
cow has switched from relying solely on 
military power to expand its influence, 
promoting trade as a foreign-policy in- 
strument. Moreover, both the Soviets 
and the Chinese now recognise that 
there is a fundamental change in the 
South. The peaceful transition to demo- 
cratic rule and the push for reunification 
reflecting public opinion have given 
South Korea a legitimacy it did not have 


before. 


US analysts believe there is now an 
implicit understanding between Mos- 


| cow and Peking that they will not try to 


North Korea has almost no source of | 


hard currency, so China is believed to 
have accumulated a large credit balance 
with North Korea. 

North Korea is barred from normal 
trade with most of the world for political 
reasons or because of failure to pay 
debts. Its still has not paid for US$150 
million worth of mining-related equip- 
ment purchased in the early 1970s, so 
far failing to comply with three different 
agreements to reschedule payments. 

Trade with China is therefore vital to 
North Korea, though the volume is small 
in terms of China's total trade. 


— 


gain short-term benefits in Pyongyang 
at each other's expense. Both recognise 
the opportunities in the South and are 
unworried by the North's objections 

In the face of a combined Sino- 
Soviet onslaught, Pyongyang has little 
room for manoeuvre. All the same, to 
maintain a hold in Pyongyang, both 
communist giants have shied away from 
giving diplomatic recognition to Seoul. 
The two would also want to have a say in 
the successor regime to Kim and be 
close to the emerging forces in that 
country. The Sino-Soviet policies to re- 
duce tension on the Korean Peninsula 


| will be played out within these con- 


straints. 
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Walking a tightrope 
between North and South 


By Sophie Quinn-Judge in Moscow 

Î The Soviet Union is in 
Ea tricky position when 
ZZ it comes to the Ko- 
rean question. It must 
find a sophisticated 
line which: will serve 
both its national in- 
terests — — which 
means increasing economic links with 
South Korea — as well as those of a 
strategic ally, North Korea. 

Soviet scholars see developing links 
with South Korea as part of a process of 
“world development which we can 
neither stop, hinder nor change.” One 
said: “Without this it is impossible to 
create economic security, or a higher 
level of trust among our countries.” 

This eagerness to take advantage of 
South Korea’s economic potential is 
tempered, however, by the realities of 
power politics in North Asia and an un- 
willingness to upset an ally, North 
Korea. Moscow has noted the angry 
Pyongyang reaction to Hungary's an- 
nounced intention of establishing a per- 
manent mission in Seoul — North Korea 
recalled its ambassador to Budapest on 
5 November in protest. It appeared to 
be a warning to other communist-bloc 
countries contemplating similar action. 

The Soviets have not 





specialist, though he admitted he re- 
mained a “cautious pessimist” about the 
possibility of reunification soon. 

Although Soviet Korea-watchers 
admit that they have “levers of influ- 
ence” with North Korea, they prefer to 
talk in terms of creating a new environ- 
ment in the peninsula, rather than pres- 
suring the North to change. 

North Korea’s peace initiative of 
early November — in which it suggested 
tripartite talks between the North, 
South and the US and said peace would 
only be possible if US troops were with- 
drawn from the South — appears to be 
fully in line with the Soviet desire to see 
the level of military confrontation on 
the peninsula decrease. Soviet obser- 
vers believe that with the improving cli- 
mate, a formal non-aggression declara- 
tion between North and South is a 
realistic possibility. 

North Korea is a difficult ally by any 
standards. While the Soviets are dis- 
creet about Kim Il Sung and his son and 
chosen successor, Kim Jong ll, they 
make it clear that they see no hope for 
rapid liberalisation of the regime. One 
Korea-watcher appeared sceptical of 
Kim Jong Il's capabilities but said that 
when power was transferred he would 











discussed setting up consu- 
lar relations with Seoul, the 
scholar said, and in the im- 
mediate future would 
probably limit their official 
presence in the South to a 
Chamber of Commerce and 
Industry office. This, in 
theory, is a non-govern- 
ment organisation, though 
many of its staff are said to 
be drawn from the Ministry 
of Foreign Economic Rela- 
tions. 

Moscow views China’s 
handling of both Koreas 
with an admiration border- 
ing on envy. The Chinese 
have separated politics 





icult ally. 





from economics, а course 
the Soviets appear also to be pursuing 
except that Moscow will continue to 
lay a major role in supporting the 
North Korean economy. As long as there 
are American nuclear weapons and F16 
fighters in South Korea, which the 
Soviets view as a direct threat to their 
security, Moscow will avoid offending 
North Korean leader Kim 11 Sung. 
Above all, the Soviets want security 
— and they link that with reunification 
of the two Koreas. "Sooner or later 
reunification will come and we would 
prefer it to be sooner," said a Korea 





probably take over from his father. It is 
unlikely there will be any major policy 
changes because Kim Jong Il already 
runs the country's political, economic 
and military affairs, he added. 

But Soviets who know North Korea 
well feel that change in the long term is 
unavoidable. They point to the growing 
"technocratic intelligentsia" as a promis- 
ing sign. Many experts work abroad in 
developing countries to earn foreign 
exchange for their country, and the 
broadening of these people's horizons 
and the change in their thinking is the 








biggest recent change in North Korea, 
according to this Korea-watcher. 
Another force for change in the 


North may well be what Soviet 
economists characterise as a "very dif- 
ficult economic position." Energy re- 
sources and reserves of raw materials 
are being exhausted, they say, and the 
situation in agriculture is catastrophic. 
The population is growing faster than 
food production increases while the po- 
tential for intensification of agriculture 
is slight. Already, chemical fertilisers 
are being used on a scale beyond the 
limits of safety, they add. 

While there have been reforms in the 
system of external trade, internal eco- 
nomic administration remains highly 
centralised. All the orders come from 
above, and party committees hold sway 
over enterprises. Very little actually 
gets to the market, these sources say, 
with the result that food, cloth and soap 
are all rationed. 

Soviet aid and credits to No. 
Korea have increased dramatically in 
the past few years. Trade increased by 
5095 in 1985. Now, as the Soviets strug- 
gle to put their economy on à cost-ac- 
counting footing, they are beginning to 
think about returns on the credits they 
have extended. "We want to use our 
economic cooperation to solve our basic 
problems — clothing, food; we want to 
satisfy as far as possible our internal de- 
mand for goods," said one economist. 

In the light of this, these economists 
feel the export potential of North Korea 
is very small. Creating joint enterprises 
with the North Koreans 
would not be easy either, as 
the two economic systems 
are growing in different di- 
rections. In the past two 
years, the North Korean 
trade deficit with the Soviet 
Union has grown and in the 
first six months of this y 
it stood at КЫ 337.7 mill 
(US$554.9 million), com- 

ared with Rbl 125.5 mil- 
fion for the comparable 
period in 1987. 

All the same, the vol- 
ume of Soviet-North Ko- 
rean trade is due to more 
than double during the 
current Soviet five-year 
plan over that in the pre- 
vious plan period, and a 
long-term plan to cover economic and 
technical cooperation until the year 
2000 envisages North Korean involve- 
ment in developing the Soviet Far 
East. 

A key North Korean contribution 
will be to supply labour for food produc- 
tion and construction projects. A joint 
venture for production of milling 
machines in North Korea is also plan- 
ned. They will provide machines for the 
Soviet Far East and North Korea, and 
for export elsewhere. 

In contrast to reservations about 


B DECEMBER 1988 e FAR EASTERN ECONOMIC REVIEW 





That's Forty Million U. S. Dollars! 


THE NEW YORK LOTTERY 
Pick Your Own Numbers Play Lotto 6/54 
Get Rich in America's Biggest Lottery 


-Milions of U.S. Dollars are won regularly playing the World Famous New York Lottery. In fact, the New York чы һав 
AWARDED BILLIONS OF DOLLARS to people who have won — including it's biggest Jackpot of U.S. $41,000,000. Imagine 
all the things you could do and enjoy with $41,000,000. Every year, people from all over the world go to New York just to play 
the New York Lottery. Now, you too can play the World's Greatest Lottery and win a MULTI-MILLION DOLLAR JACKPOT. 


Playing Lotto 6/54 is Easy 

Lotto is the World's most popular form of lottery. The Official 
New York version is called Lotto 6/54 and is FULLY BACKED BY 
THE GOVERNMENT. Each week two draws are held in public — 
under strict supervision in New York. Lotto 6/54 is easy to play. You 
Dick your own number by selecting any 6 of 54 possible numbers 
from 1 to 54. It's thatsimple. The numbers you select are entered in 
the Lotto 6/54 Computer System and if they match the same num- 
bers in the draw ~ YOU WIN THE JACKPOT. Even if you didn't 
select all six numbers, you could still be a winner! If you have only 
3, plus a supplementary number or 4, or 5 numbers correct, you win 
one of the thousands of other prizes. 


Here’s How You Can Play 


All you have to do to play the World Famous New York Lottery 
"is to-complete the order form and send it to United States Interna- 
tional: Marketing's. world wide processing center, along with: your 
- payment: You can.play 2, 4 or 6 games for 15, 26, or 52 weeks. 
: REMEMBER, EACH ADDITIONAL WEEKLY GAME YOU PLAY 
INCREASES YOUR CHANCE TO WIN THE JACKPOT. Once 
d order form and payment is received, your number 
, be entered in the computer system and you will 
receive an “Official Entry Confirmation" by return mail. Your “Offi- 
cial Entry Confirmation" will indicate the numbers you selected. 







== ч B ————————————————— Ri таары ny диве «рю, ea ee” A en 





| Subscribe Now! Think what a jackpot 
| of $40,000,000 could mean to you — 
Хои must play to win. 









PICK YOUR PLAN — Check only one box below next to 
the option of your choice. ALL PRICES IN U.S, FUNDS 


INCLUDES 
FREE BONUS pe | ?9BAWs 


EACH 

WEEK 15 WEEKS | 26 WEEKS 

(30 Draws) | (52 Draws) 
[1$135. | (1 $225. 
[1$270. | (1$450. 
[1$405. | 19675. 


Make Cheque or Bank Draft (in U.S. Funds) payable to: 
United States International Marketing 


INCLUDES 
4 DRAWS 
FREE 


52 WEEKS 
(104 Draws) 
[1$ 450. 


(2.Draws) 

2 Games 
4 Games 
6 Games 





L1$1350. 


NAME 





GAME 1 


123458728939 
10 11 12 13 14 15 16 17 18 
| 19 20 21 22 23 24 25 26 27 
| 2829 30 31 32 33 34 35 36 
37 38.39 48 41 42 43 44 45 
| 46.47 48 49 50 51 52 53 54 


GAME 4 
1123345578239 
f 101112 13 14 15 16 17 18 
| 19 20 21 22.23 24 25 26 27 
28 29 30 31 32 33 34 35 38 
37 38 39 40 41 42 43 44 45 
48 47 48 49 50 51 52 53 54 










Fast Service 
Your subscriptions are sent to our express address located 
right in Amsterdam's World Famous Schiphol Airport. From there, 
your subscriptions are immediately sent by our special air-courier 
to New York. THIS ENABLES US TO PROCESS YOUR SUB- 
SCRIPTIONS FROM ANY LOCATION WORLDWIDE IN THE 
SHORTEST POSSIBLE TIME. 


You Will Be Notified Immediately When 
You Win 


United States International Marketing will immediately notity 
you when you win any prize of $1,000 or more. In addition, you 
receive a complete list of winning numbers after every tenth draw 


` sû that you can carefully check how you are doing. YOUR PRIZE 


MONEY WILL BE CONFIDENTIALLY PAID DIRECTLY TO YOU 
ANYWHERE IN THE WORLD. Upon expiration of your subscrip- 
tion you will receive a final itemized Statement of your winnings. 
United States International Marketing Direct Telex to 
Р.О. Box 7525 New York, U.S.A. 
1118 ZG Schiphol Centrum ITT Telex 4976556. 
The Netherlands Answerback: Jackpot 


CIRCLE YOUR NUMBERS 


CIRCLE SIX NUMBERS FROM 1-54 INEACH GAME YOU WISH TO PLAY 








GAME 2 GAME 3 
123458728239 
10 11 12 13 14 15 16 17 18 
19 20 21 22 23 24 25 26 27 
28 29 30 31 32 33 34 35 36 
37 38 39 40 41 42 43 44 45 


46 47 48 49 50 51 52 53 54. 


GAME 5 
12345 678 3 
10 11 12 13 14 15 16 17 18 
19 20 21 22 23 24 28 26 27 
28 29 30 31 32 33 34 35 36 
37 38 39 40 41 42 43 44 45 
46 47 48 49 50 51 52 53 54 























GAMES | 






















е ЧӨӨ ИЛОНЕ а unu oa ctia 





Mail to: United States International Marketing 
P.O. Box 7525 Direct Telex to 


ADDRESS аад edel e 





1118 ZG Schiphol Centrum New York U.S.A. __ 
The Netherlands ` ITT Telex 4976556 


VALID ONLY WHERE LEGAL Г CHEQUE 
Not available to residents of The Netherlands and Singapore 
United States International Marketing is a private company. 
Not affiliated with any Agency or Government. 

The prices quoted herein include handling and trustee 
service fees. 


-signature 


Answerback: Jackpot CITY — 

















1234567 89 
19 1112 413 04:48 16 17 1 
19 20 21 22 23 24 25 26 27 
28 29.30 31 32 33 34353 
3738 39 40 41 42 43 44 41 
46 47 48 48.0.51 52 53.54 | 

















123458789] 
10 11 12 13 14 15 16 17 18 | 
19 20 21 22 23 24 25 26 27 | 
28 29 30 31 32 33.34 35 36 | 
37 38 39 40 41 42 43 44 48 | 
46 4T 48 49 50 51 52 63 54. | 











Pyongyang, Soviet feelings about South 
Korea are currently very warm. "We 
are natural partners now; many differ- 
ent things are bringing us together," an 
academic told the REVIEW. The Soviets 
eC от that South Koreans gener- 
ally believe that business with the Soviet 
Union will be good — whereas the US 
and Japan are reluctant to facilitate 
business links. 

ресе, the Soviets believe that 
the South Korean involvement may be 
essential to the creation of "free-enter- 
prise zones" in the Soviet Far East. The 
Soviets believe it will be impossible to 
develop them on their own. The Soviet 
Union could also become an important 
supplier of oil and coal to South Korea. 
Joint production of raw materials may 
be one of the first areas of cooperation. 

Soviet-South Korean cooperation is 
still in the early stages, specialists cau- 
tion, and they are not yet willing to say 
when a Soviet Chamber of Commerce 
and Industry office may open in Seoul. 
Eventually, South Korean trade offices 
may be opened in both Vladivostok and 
Moscow, but Soviets hint they would 
like to follow the Chinese and exchange 
offices on a regional basis, avoiding cap- 
ital-to-capital relations. п 





Still a hermit on 
the world scene 


By John McBeth in Seoul 
| Although the 1988 
p] Seoul Olympics al- 


lowed South Korea to 
make substantial pro- 
gress in forging rela- 
tions with China and 
the East European 
bloc — something 
that has pushed North Korea even 
deeper into a corner — Seoul still has 
some way to go to Жор the sort of in- 
ternational perspective shared by many 
other Asian nations. 

President Roh Tae Woo's recent 
swing through Southeast Asia and Aus- 
tralia was his first diplomatic thrust into 
the Asia-Pacific region, which this year 
is expected to absorb as many South Ko- 
rean exports as those now going into the 
US. But at this point, Seoul tends to see 
the world in strictly commercial terms 
and has shown little interest in becom- 
ing involved in regional issues. 

Roh betrayed that attitude when he 
noted in his departure speech that the 
countries he was visiting "are rich in re- 
sources that will be increasingly more 
urgently needed by [South] Korea in the 
future." 

During his talks with Australian 
Prime Minister Bob Hawke, Roh is said 
to have brushed off the importance of 
regional trade agreements within the 





In the wings, a player 


without a part 


By Charles Smith in Tokyo 


A: an immediate neighbour, Japan 
should have more to gain than most 
from the unification of the Korean 
peninsula. A single government, or a 
situation in which two ideologically dif- 
ferent regimes maintain trade relations 
and allow some human contact, would 
be seen as a major stabilising factor in 
the region, even if this meant withdraw- 
ing US troops from South Korea. 

Yet Japan can probably do less than 
any other major power to influence 
events in the peninsula. Japan is appa- 
rently at the bottom of North Korea's 
list of non-communist countries with 
which it might consider establishing 
closer relations. Worse, the North is 
said to have explicitly excluded Japan 
from a list of major nations which it says 
might be eligible to join a multi-nation 
conference on the future of the penin- 
sula. 

The door was slammed in Japan's 


Pacific region — one of several clear-cut 
indications that issues of this nature are 
not high on South Korea's agenda. 
Seoul has also left the impression that its 
interest in becoming a dialogue partner 
of Asean is more for its prestige value 
than for any genuine concern for region- 
al linkages. 

"The [South] Koreans have come 
too far, too fast," a senior diplomat 
said. "They are still trying to catch up 
with themselves. They are still looking 
at No. | all the time, which is the reason 
why they are outraged with the US over 
trade matters." This same attitude also 
manifested itself in the extraordinary 
controversy that emerged over Ameri- 
can TV coverage of the Olympic 
Games. 

Most analysts feel that South Ko- 
reans will begin to adopt a more worldly 
view of themselves as they are pre- 
sented with greater opportunities to 
travel abroad. Up until 18 months ago, 
only people over 50, or couples with à 
combined age of 100, could travel 
freely. Since the age limit has been 
lowered to 30 (with a promise that re- 
strictions will be scrapped entirely next 
year) the number of South Korean 
tourists has increased — from 377,000 in 
the first nine months of 1987 to 510,000 
during the same period this year. 
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face when its embassy in Peking tried to 
arrange a meeting with North Korean 
diplomats some months ago to discuss 
the detention in Pyongyang of two Ja- 
panese sailors who helped a North Ko- 
rean to defect. But what really aggrieves 
Pyongyang is Japan's heavy-handed 
treatment of its 260,000 North Korean 
minority, whose contacts with the North 
are strictly controlled. 

In May, for instance, Ministry of Jus- 
tice officials broke up a party thrown in 
Niigata by Chosen Soren, the North Ko- 
rean residents' association, to welcome 
а visiting North Korean pingpong team 
The official explanation was that by 
tending the party, the pingpong players 
were violating a pledge not to engage in 
political activity while in Japan. 

Since then, Japan has relaxed some 
of its controls on North Korean resi- 
dents, allowing them, for example, to 
attend events organised by Pyongyang 


South Korean businessmen, for their 
art, have been taking a keener interest 
in their own backyard. Following the 
lead of Japan and Taiwan, they have 
sought to counter increasing labour 
costs at home and weakening price com- 
с ie ищ by establishing plants in 
hailand, Indonesia, Malaysia, the 
Philippines, Pakistan and Bangladesh. 
About 25% of South Korea's US$1.027 
billion in overseas investments is now 
concentrated in the Asian region, com- 
pared with 40.7% in North America. 
While there are advantages to mov- 
ing its manufacturing base offsho 
Seoul's most potent weapon in its glooai 
competition with North Korea has been 
its economic muscle. The steady growth 
in two-way trade with China, for exam- 
ple — expected to top US$3 billion in 
the coming year — has served as the cut- 
ting edge for important diplomatic 
gains. Although commercial links with 
the Eastern bloc have been more mod- 
est, they are opening doors all the same. 


S ince South Korea established its Eco- 
nomic Development Corporation 
Fund (EDCF) last July, the government 
has extended soft loans to Indonesia 
(US$13 million for road construction) 
and Nigeria (US$1L0 million for locomo- 
tive purchases); whether by coincidence 
or not, they are two of 67 countries which 
have relations with both Koreas. 

The government plans to raise 
US$130 million for the EDCF next 
year, pushing the fund to US$360 mil- 
lion by the end of 1989 and a projected 
US$500 million by the early 1990s. If In- 
donesia and Nigeria are any guide, the 
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in third countries. Pyongyang, how- 
ever, remains unappeased. 

In the absence of official contacts, 
the Japan Socialist Party (JSP) has fre- 
quently acted as a go-between with the 
Pyongyang regime. A visit to Pyong- 
yang by a JSP delegation to attend the 
40th anniversary of the founding of 
North Korea in September may have 
contributed to the early lifting before 
the Seoul Olympics of sanctions which 
Japan imposed against Pyongyang im- 
mediately after the November 1987 
mid-air bomb explosion aboard a South 
Korean aircraft. 


K ut a JSP invitation to the North Ko- 
rean Workers Party to send a dele- 
ation to Tokyo has not been taken up. 
he mission, which was expected to 
have been received by Foreign Minister 
Sosuke Uno, was expected in October. 
It now seems unlikely to come before 
end of 1988 — if at all. 

The JSP may have queered its pitch 
with North Korea, too. Its decision to 
start a dialogue with South Korea, ini- 
tially by sending Masashi Ishibashi, a 
former chairman of the party, to visit 
Seoul in October, may have angered the 
North and could lead to the cutting of 


criteria for approving future loan re- 
quests will be a continuing source of in- 
terest. 

Indeed, despite Roh's declaration 
earlier this year that he was calling off 
South Korea's diplomatic war with 
North Korea to move the divided penin- 
sula away from confrontation, most ob- 
servers feel Pyongyang still looms large 
in its calculations. "There is still a 
very strong degree of one-upmanship,” 
observed an ambassador in Seoul. “It 
is still very much а spy-versus-spy 
thing.” 

Roh's Australian visit provided 
another intriguing illustration. Officials 
in Canberra told the South Koreans 
they were contemplating boosting trade 
with Pyongyang, which currently runs at 
US$57 million a year, and initiating dip- 
lomatic consultations at a senior level. 
But when the Australians raised the 
possibility of re-establishing diplomatic 
relations, which were interrupted under 
bizarre circumstances in 1975, the South 
Koreans said they thought it was prema- 
ture. 

While Seoul has encouraged its allies 
to make an effort to improve their ties 
with the North, а suggestion the US has 
already taken up in a modest way, it is 
clear from this latest exchange that it 
wants at least some control over how far 
those overtures go — particularly with 
countries such as Australia which are in 
a good position to move ahead. 

Another example may be Thailand. 
Although it has diplomatic relations 
with both Koreas, Bangkok turned 
down a request from Pyongyang in late 
October to open an embassy in the Thai 
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the JSP line to Pyonyang. The JSP, 
however, says the North has not reacted 
to Ishibashi's visit. 

Apart from bilateral issues, Japan- 
ese officials claim that North Korea's 
rigid adherence to a “One Korea" doc- 
trine is an obstacle to closer relations. 
Japan's recognition of South Korea as 
the only legitimate government in the 
peninsula does not rule out eventual 
recognition of the North, officials claim. 
In diplomatic jargon it merely means 
that Japan has no position on the legiti- 
macy of the northern regime. 

Since South Korean President Roh 
Tae Woo has said Seoul no longer op- 

oses close contacts between Tokyo and 

yongyang, Japanese officials have 
been anxious to build bridges, but offi- 
cials say North Korea is inhibited from 
moving closer to Japan by its claims to 
be the sole legitimate government of the 
whole peninsula. 

To support this claim, the North has 
consistently opposed a "German-type" 
division which would establish two 
separate countries each with individual 
membership of the UN. Japanese offi- 
cials believe that the North's aversion to 
this solution will continue as long as the 








This rules out the prospect of establish- 
ing even low-level trade missions in 
each other's capitals. 

Politicians do not necessarily share 
the view of Japanese bureaucrats that 
Japan can do little more than wait for a 
change of heart in Pyongyang. Chief 
cabinet secretary Keizo Obuchi is said 
to have listed better relations with 
Pyongyang as Japan's most important 
foreign-policy priority after resolving 
the northern territories issue with the 
Soviet Union 

Leaders of the ruling Liberal Demo- 
cratic Party, however, appear to have 
given up any idea that Japan might be 
able to mediate between the North and 
South. Instead, Prime Minister Noboru 
Takeshita is believed to have asked 
China to help Japan develop closer con- 
tacts with Pyongyang. China appears 
not to have responded to the request 

Tokyo's attempts to start a dialogue 
with the Soviet Union over the Korean 
question may have been more success- 
ful. At the beginning of November, the 


| director of the Northeast Asia division 


in the Foreign Ministry flew to Moscow 
for talks with his Soviet counterpart 


| the first between officials of the two na- 
present Pyongyang leadership remains. | tions specifically on the Korean issue. J 
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capital — one of many similar overtures 
the North has made since the two coun- 
tries normalised ties in May 1975. Thai 
officials said they would only be pre- 
pared to take that step when trade had 
reached a certain level, but they have 
made it known in the past that whenever 
the issue has arisen, they have felt com- 
pelled to respect South Korean objec- 
tions. 

Sources in Canberra say the South 
Koreans are giving the North a two-year 
interregnum before they open up to the 
outside world and show a good deal 
more flexibility in dealing with the 
South. The sources said this appears to 
be an arbitrary assessment, however, 
and is based on when Seoul thinks out- 
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side pressures will begin to take their 
toll on Pyongyang. 

Probably the most important factor, 
as far as the South is concerned, is the 
improving relationship between China 
and the Soviet Union and the high ex 

ectations that attend Soviet President 
Mikhail Gorbachov's expected visit 10 
Peking and possibly Pyongyang next 
year. Once Moscow and Peking come to 
terms, North Korea will find it a lot 
more difficult to play one off against the 
other as they have done in the past 

While the two communist superpow- 
ers have shown they are prepared to put 
more balance into their relations with 
the two Koreas, any substantial break- 
through will depend on whether Seoul 
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and Pyongyang can end their more than 
three decades of confrontation. 
Just as Roh has had to address 
domestic criticism over South Korea's 
revious hardline policies towards the 
orth, Pyongyang has been forced to 
take note of the changing international 
environment. It is being mentioned with 
mounting frequency in official pro- 
nouncements and, more importantly, in 
the context of negotiations with the 
South. While modest at best, the pro- 
gress achieved at the recent sixth round 
of the parliamentary talks in the Pan- 
munjom truce village perhaps reflects a 
shift in the attitudes of both sides. 








Pyongyang sees no need for 


By agreeing on a format for a larger 
parliamentary meeting in Pyongyang, 
possibly in the first half of 1989, the two 
five-man delegations were able to do 
something they had not been able to ac- 
complish at five previous sessions: find a 
small patch of common ground. 

But as Roh's two-year prognosis 
makes clear, there is still a long and dif- 
ficult path ahead. North Korea has ap- 
peared to place obstacles in the way of 
Seoul's proposal for a summit meeting 
between Roh and North Korean Presi- 
dent Kim Il Sung, and in a recent re- 
sponse to a flurry of initiatives from the 
South, Pyongyang laid out a plan for the 






diplomatic damage control 


By Adrian Buzo 


TÎ Although 
| Korea, China. the 
Soviet bloc, Japan 
and the US have all 
been reappraising 
their policies оп 
North Korea, there is 
no sign yet that Pyong- 
yang sees any need to change its own 
approach. When the inter-Korean par- 
liamentary talks resumed they im- 
mediately became deadlocked. 

Some observers have drawn comfort 
from the fact that some measure of 
dialogue was resumed, but the ex- 
changes — in the first formal South- 
North forum to convene in nearly three 

ears — have shown that the basic 
orth Korean position on inter-Korean 
affairs remains unchanged. 

Thus, while North Korea has a well- 
merited reputation for mercurial be- 
haviour, there is no real evidence that it 
perceives a need for change, nor is there 
any sign that it believes a period of sub- 
stantial negotiation could be at hand. 
Pyongyang is apparently heedless of an 
external perspective that suggests the 
leadership must act now to prevent a 
further erosion of the North's diploma- 
tic position. 

An image of failure overhangs North 
Korea's international performance. 
Many governments accept evidence of 
North Korean complicity in a broad 
range of terrorist activities and few have 
been able to sustain a stable relationship 
with Pyongyang. Those that do usually 
share Pyongyang's pariah status, its 
huge economic troubles and its doc- 
trinaire approach to government. 

Perhaps most tellingly, during 1988 
Pyongyang has had to watch China, the 
Soviet Union and other communist 
countries open up — over its protests — 
new avenues of contact with Seoul. This 
situation has underlined that North 
Korea's much-vaunted deftness in play- 
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ing China and the Soviet Union off 
against each other has been largely illu- 
sory: its erstwhile room to manoeuvre 


was not so much an exercise in diploma- | 
tic skill as a window of opportunity 


opened by Sino-Soviet conflict. Now, in 
an era of pragmatism and rapproche- 
ment, that window is closing fast, and 
Pyongyang is losing a priceless asset to 
its diplomacy. 


But the external view that Pyong- | 


yang must act to control further damage 


can be misleading, for it does not take | 


into account the fact that Pyongyang 
simply does not seem to see it that way. 
The North Korean leadership gives no 
sign that it finds serious fault with the 
way foreign policy is being formulated 
and administered. 

The North Korean Foreign Minister, 
Kim Yong Nam, is into his fifth year in 
office and his predecessors in office, Ho 
Dam and Park Song Choi, not only 
served 11 and 10 years respectively, but 
rose high in the polit- — 
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withdrawal of US forces from southern 
bases — ап issue it sees as the key to eas- 
ing tensions on the peninsula. 
Pyongyang has continually given 
mixed signals over the timetable it has in 
mind, perhaps to keep its protagonists 
off balance. But diplomatic sources said 
that during a recent conversation with a 
senior communist official, it was again 
emphasised that North Korea was not 
insisting on a withdrawal as a condition 
for substantive talks on a non-aggres- 
sion pact and a peace agreement to re- 
lace the existing armistice. Dialogue, 
e was quoted as saying, should come 
first. п 





ful reflection of his own somewhat sing- 
ular world-view, and he is content 
enough not to wish things done much 
differently. 

It is this drive to put ideology first 
that underlies much of Pyongyang's 
explicable behaviour. At prese 
though the communist bloc moves to- 
wards Seoul have been in the offing for a 
long time, Pyongyang has pursued — 
and continues to pursue — its course of 
unrelenting protest without any fallback 
position, a phenomenon that defies con- 
ventional diplomatic, if not political, 
wisdom, but one that underlines its un- 
shakeable faith in its own rectitude. 

If there are no signs that the North 
might prove responsive to international 
pressures, there are equally no signs of 
unmanageable domestic pressures 
While outside evaluations are highly un- 
favourable, especially in the economic 
sphere, there is currently no sign that 
the leadership plans to relent on its 
hardline domestic economic and ideo- 
logical policies. 

The North may indeed come out and 
provide a grudging response to pres- 
sures from the Chinese and the Soviets 
and engage in a show of negotiati: 
But while the existing system remains ш 
place, any departures from the rigid 
ideological paramet- 





buro during and after 
their periods in of- 


fice, The Korean 
Workers Party Inter- 
national Bureau 


evinces similar stabil- 
ity in personnel — 
unsurprisingly, as 
there has been no 
suggestion that for- 
eign-policy matters 
have been a subject 
for dispute since the 
1960s. 

North Korean 
leader Kim Il Sung 
may not like the way 
things have turned 
out, but his first 
criterion is being 
met: foreign policy is 
being administered 
as a reasonably faith- 








ers that have pre- 
vented progress in 
past talks will be es- 
sentially tactical. 

To ask for changes 
of substance at this 
stage would be to ask 
the North Korean 
leader to depart from 
long-held ideas and 
prejudices. For this 
to happen, it would 
be necessary for 
Kim to be convinc- 
ed that his current 
foreign policy рге- 
sents a clear and 
present threat to the 
survival of his sys- 
tem — and there is 
no sign vet that he 
can be so persuad- 
ed. 
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Vietnamese soldier at a border checkpoint with China: reconciliation moves closer. 
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FOREIGN RELATIONS 


aking a soft line 


Vietnam signals China that it wants improved relations 


By Nayan Chanda in Paris 
Ags a backdrop of preparations 
for a Sino-Soviet summit, Hanoi is 
sending discreet signals to Peking that it 
wants to make amends for past trans- 
gressions and normalise relations. The 
signals, however, are not without some 
discordant notes as there is still some 
opposition in Hanoi to any conciliatory 
ietnamese approach. 

Vietnamese sources told the 
REVIEW that Hanoi is now ready to "do 
а bit of kowtowing to the Chinese" to 
bring about peace. "In the past, after 
having defeated the Chinese army, we 
have always sent tribute to Peking." one 
source said. “It is time to do it now." 

China is a big country, the sources 

1, and it cannot be made to lose face 

ess Vietnam wants to incur its hosti- 
lity in perpetuity. Although Hanoi 
sources are vague as to what kind of “tri- 
bute" they might pay China, there was 
the suggestion that abandoning what 
Hanoi calls its "special relationship" in 
Indochina and withdrawing its troops 
from Laos and Cambodia might be con- 
sidered. Asked if Vietnam was giving up 
its special relationship with Laos and 
Cambodia, a Vietnamese official shrug- 
ged and said: "Well, it's perestroika." 

Vietnamese officials say they have 
already withdrawn nearly two-thirds of 
their troops from Laos and that the re- 
maining 13,000 troops would be with- 
drawn at “an opportune moment." Pe- 
king has made a total Vietnamese with- 
drawal a condition for the restoration of 
good relations with Laos. 

Hanoi has repeatedly said it would 
complete its withdrawal from Cam- 
bodia by 1990. In private, Vietnamese 
officials say they could complete with- 
drawal much earlier if China joined 
negotiations with Hanoi. A week before 
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Chinese Premier Li Peng publicly an- 
nounced Peking's conditions for a cutoff 
of Chinese aid to the Cambodian resist- 
ance, a senior Vietnamese official told 
the REVIEW: "We are waiting for China 
to tell us the price." 

In addition to the Cambodian ques- 
tion, a whole range of other Sino-Viet- 
namese disputes remain to be solved, 
and Vietnamese sources concede that 
some of Vietnam's leaders hold strong 
feelings against the Chinese which stand 
in the way of normalised relations. 

For example, Peking has long ac- 
cused Vietnam's late communist party 
general secretary Le Duan of leading 
Hanoi's anti-Chinese line. Now, the 
Vietnamese are also putting a lot of 
blame on him for Vietnam's costly con- 
frontation with China. Vietnamese offi- 
cials say that when he died in the sum- 
mer of 1986, there was a suggestion by 
some leaders that the occasion should 
be used to break with the past and send 
signals to Peking that Hanoi would do 
everything it could to improve Sino- 
Vietnamese relations. But the idea was 
not adopted. 


Hove Vietnam's desperate eco- 
потіс situation, Sino-Soviet rap- 
prochement, Soviet pressure on Viet- 
nam to resolve the Cambodian problem 
and Moscow's neutral response to a 
Sino-Vietnamese clash in the South 
China Sea earlier this year, seem to 
have given fresh impetus to a policy of 
reconciliation with China. 

In May, the REVIEW learned, Viet- 
nam's ruling communist party formally 
decided to try to improve relations with 
both China and the US. Vietnamese 
ambassadors were recalled to be ap- 


Hanoi announced the release of 68 
Chinese fishermen captured in Viet- 
namese waters two months earlier. In 
June, when China's Fujian province was 
hit by floods, the Vietnam-China 
Friendship Association promptly sent а 
message of sympathy to the province 

In another symbolic gesture later 
that month, Vietnam's national assem- 
bly approved a draft resolution to 
amend the preamble to its 1980 con- 
stitution by removing hostile references 
to China and the US. Hanoi. which had 
earlier denounced China for allegedly 
abandoning Marxism-Leninism, later 
revised its view. 

The national assembly resolution 
stated that Vietnamese should do “our 
utmost to restore the traditional 
friendship between the people of Viet- 
nam and China, normalising relations 
between the two countries in the funda- 
mental and long-term interests of the 
two peoples and for the sake of peace 
and socialism in the world." 

A Sino-Vietnam friendship coopera- 
tive near Hanoi, which had for many 
years remained in oblivion. was brought 
into the limelight again when on 30 Sep- 
tember Vietnamese politburo member 
Tran Xuan Bach visited the facility. He 
said: "I am convinced that with the 
goodwill and efforts of both sides . . . the 
friendly ties and traditional friendship 

. Will soon be restored." He added: 
"May the Chinese people obtain new 
successes in the building of a prosperous 
country, for the cause of socialism, and 
for peace and stability in Southeast Asia 
and Asia as a whole." 

While China has so far been unwill- 
ing to respond with any public gesture, 
for fear of weakening its Cambodia 
stance, Peking too has discreetly signal- 
led its desire for improved relations. A 
Chinese message to Vietnam on its na- 
tional day in September was warmer 
than usual. “We sincerely hope,” the 
message said, "that relations between 
the two countries and the age-old 
friendship between the peoples of 
China and Vietnam will soon be re- 
stored and developed." 

In another subtle gesture in October, 
Chinese diplomats turned up in Viet- 
namese missions around the world to be 
the first to sign condolence books for late 
Vietnamese president Truong Chinh. 
"Things like this do not happen by acci- 
dent,” a Vietnamese diplomat said 

Chinese Ambassador to Hanoi, Li 
Shichun, a fluent Vietnamese speaker, 
has reacted to the warming atmosphere 
by frequently inviting Vietnamese For- 
eign Minister Nguyen Co Thach to pri- 
vate dinners. Western and Chinese dip- 
lomatic sources said such private meet- 
ings have been helpful in feeling out the 
positions of each other's countries 

Through East European visitors, as 
well as through the Palestine Liberation 
Organisation, China has conveyed to 
Hanoi its conditions for normalisation: 


prised of the policy. Soon thereafter. | Vietnam must pull its forces out of 
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Laos; completely withdraw from Cam- 
bodia under international supervision; 
dismantle its government in Phnom 
Penh; apologise for its discrimination 
against ethnic Chinese in Vietnam, and 
end the Soviet military presence at Cam 
Ranh Bay. 

Asked about the Chinese precondi- 
tions, a senior Vietnamese official 
avoided answering directly, instead al- 
luding to Vietnam's desire to offer a 
mea culpa on the treatment of ethnic 
Chinese in Vietnam. “It is true,” the of- 
ficial said, "that during the conflict [with 
China] Vietnam acted in a hot-headed 
manner. But Vietnam has changed its 
policies as well as personnel. The 
Chinese are aware of that." In recent 
months, Hanoi has relaxed some of its 
restrictions on the ethnic Chinese busi- 
ness community in the south. 

China has not yet acceded to Viet- 
nam's call for direct Sino-Vietnamese 
talks but, for the first time, it has pub- 
licly offered a concrete negotiating posi- 
tion. After calling for a Vietnamese 
withdrawal from Cambodia in the quick- 
est possible time during a recent visit 
to Thailand, Chinese Premier Li 
suggested June 1989 as a target date. 
Hinting that this was negotiable, he 
added: "This is the most desirable 
timetable on our part." 


D a stop in Wellington, Li ela- 
borated on the proposal by offering 
a matching Chinese response. He said: 
“If the Vietnamese can produce a time- 
table for the withdrawal of their troops 
that is satisfactory to all parties and, at 
the same time, can subject its military 
pullout to international supervision, 
then military assistance to all the four 
parties [the Vietnam-supported Heng 
Samrin regime and the three resistance 
parties] in Kampuchea must and also 
can be gradually reduced and even to- 
tally stopped.” 

Hanoi is also encouraged by the fact 
that China recently chided publicly their 
close Cambodian allies, the communist 
Khmer Rouge, for not attending the re- 
cent meetings of the resistance factions 
and the Phnom Penh regime held in 
Jakarta and Paris. 

A Chinese diplomat said China also 
i wants normalised relations between Pe- 
king and Hanoi. It is in China's interests 
to have peaceful borders. “For the next 
30 to 50 years, China will have to focus 
‚ оп economic development. The Soviets 
© understand that." He said political nor- 
malisation with Vietnam will probably 
come after the Sino-Soviet summit, ex- 
pected in the first half of 1989. 

The official conceded that there has 
been no fundamental change in the at- 
titude of the Khmer Rouge, where 
power is held by what he called "a very 
small clique." Peking has no interest in 
this group coming to power, he said, 
| and China's association with the Khmer 

"Rouge would cause serious damage to 
Peking's international standing. п 
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Graft-busters and 1997 


Concern arises over anti-corruption commission's future 


By Emily Lau in Hongkong 

hina’s crackdown on corruption 

among mainland-based companies 
has heightened concern here about in- 
creasing corruption in the run-up to 
1997, when Hongkong will become à 
special administrative region (SAR) of 
China. It has also drawn attention to the 
broad powers given to Hongkong's In- 
dependent Commission Against Cor- 
ruption (ICAC), which was set up in 
1974 to deal with massive corruption. 

While it is generally agreed that an 
anti-corruption agency should exist 
after 1997, there is concern that a body 
as powerful as the ICAC, which oper- 
ates largely in secrecy and is answerable 
only to the governor, might in future be 
open to abuse. There have been de- 
mands that the government rid itself of 
all legislation that could be open to 
abuse after 1997. In this context alone, 
the ICAC's powers need to be re- 
viewed, some jurists and human-rights 
activists assert. 

Over the past 14 years, the ICAC has 
established itself as a potent anti-cor- 
ruption force. It has been hailed as hav- 
ing broken the back of syndicated cor- 
ruption — especially in the police force, 
though corruption among some indi- 
vidual officers continues to come to 
light. The ICAC'soverall success has at- 
tracted interest from abroad. In 1987, 
Australia, Brunei, Pakistan, Singapore, 
Thailand and Zambia consulted the 
ICAC or sent staff here for training. In 
the past few years, China has sent 
thousands of cadres for ICAC briefings. 

When the ICAC was set up it was 
given sweeping powers, some of which 
go beyond those enjoyed by the police. 
This was because it was generally ac- 
cepted that corruption was a serious 
problem and is difficult to prove. In an 
interview, ICAC operations director 
Graham Stockwell and deputy director 
Jim Buckle said the ICAC's powers re- 
mained the "minimum necessary" to get 
the job done. They also asserted that 
corruption was still a serious problem 
and that it would be ludicrous to reduce 
the ICAC's powers during the critical 
transition years up to 1997. 

Powers of the ICAC not enjoyed by 
the police include the right to apply to 
the courts to take away a suspect's travel 
documents and, without recourse to the 
courts, the ICAC can examine à sus- 
pect's bank accounts and safe-deposit 
boxes. In addition, the anti-corruption 
body can unilaterally restrict disposal of 
a suspect's property and can apply to the 
courts to restrict the disposal of a third 
party's property. Most of these powers 
are not enjoyed by other government in- 
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vestigative bodies, though the commis- 
sioner for banking, the head of the Sec- 
urities Commission and the registrar- 
general also have powers to examine 
bank accounts. 

Disclosure of the identity of persons 
under ICAC investigation is an offence 
under the law, which allows the ICAC 
to operate in secrecy. The restriction, 
unique to the anti-corruption body, is 
designed in part to protect the reputa- 
tion of those under suspicion who are 
later proven to be innocent of any 
wrongdoing. The restriction does not 
apply once a suspect is charged in co 
with an offence. 

Because of the ICAC's success in 
fighting corruption and a general accep- 
tance that its services will be needed far 
into the future, few people have chal- 


| lenged its powers — even when police 


powers have come into question. How- 
ever, this sensitive issue 18 beginning to 
surface. Fears have been expressed that 
the ICAC might become a sort of secret 
police force for the SAR government. 
These fears were dismissed by Stock- 
well and Buckle, who said their officers 
were not trained for that kind of work. 

Stockwell and Buckle said that while 
corruption in the public sector was de- 
clining (though still at unsatisfactory 
revels), there has been a significant in- 
crease in corrupt practices in the private 
sector. They described the private sec- 
tor as being "in a mess . . . with employ- 
ees selling their employers down the 
river by accepting illegal commissions. " 

ICAC figures for 1987 show th 
were more than 1,000 reports of corr... 
tion in the private sector. This nearly 
equalled those against the police and 
other government departments com- 
bined. The figures show an upward 
trend in corruption complaints relating 
to the private sector and a correspond- 
ing decline in those against the police 
and other government bodies. The 
ICAC boasts a high conviction rate 
which, according to their figures, aver- 
aged 70% between 1983 and 1987. 

In the past, the ICAC has been ac- 
cused of failing to bring "big fish" to jus- 
tice. There is a public perception that it 
has concentrated instead on middle- 
level suspects — at least in the public 
sector, though some of the ICAC's first 
big cases ended in convictions of some 
top-level, expatriate police officers. 
This year, a number of prominent indi- 
viduals from the private sector have 

he ICAC, including 
former Hongkong Stock Exchange 
chairman Ronald Li, several stock ex- 
change committee members and the 
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chairman of Asia Television and Far 


East Bank, Deacon Chiu. 

The spectre of 1997 has often been 
cited as a reason for the increase in cor- 
гирі activities. "With the arrival of 
1997, common sense dictates that a lot 
of people will want to leave Hongkong 
— and some will use criminal ways to 
get out," Buckle said. This view is 
shared by the ICAC's first commis- 
sioner, Sir Jack Cater, now retired from 
public service. "When there is continu- 
ing uncertainty about the future, people 
are worried and increasingly feel they 
have to protect themselves and their 
families," Cater said. 

There is also concern that the cor- 
rupt ways of China are being extended 
to Hongkong. Many Hongkong busi- 
nessmen routinely pay bribes to get 
things done in China, and it is known 
that some of these transactions take 
nlace in Hongkong. A few years ago 

h items as refrigerators, sewing ma- 
ЕТЕ aes, TV sets and tape recorders oiled 
the wheels of China’s corrupt bureau- 
cracy. The stakes are higher now: for- 
eign trips for cadres and even money for 





their relatives to study abroad. 

Other officials simply demand cash 
payments for their influence of about 
HK33-40,000 (US$384-5,128) per per- 
son. A businessman in Hongkong said 
nearly every company here doing busi- 
ness with Chinese firms was engaged in 
corruption of one kind or another. So 
far, the ICAC has not prosecuted any 
cases involving China. It remains to be 
seen how it intends to get to grips with 
the problem. 


he level of corruption and misman- 
agement in some China-based com- 
panies with a presence in Hongkong is 
so high that Peking has ordered some of 
them to close down. In November, a 
local China-watching monthly 
magazine, Cheng Ming, published an 
interview with Hongkong Legislative 
Council member Szeto Wah in which 
the councillor referred to a conversation 
he had with Lu Ping, vice-director of Pe- 
king’s Hongkong and Macau Affairs 
Office. Lu was reported as saying that 
he was aware people in Hongkong were 
;more worried about the conduct of 








China-based companies here than 
about changes in Peking's policies re- 
garding the territory. 

Lu reportedly told China-based 
company officials here that the ICAC 
and the police Commercial Crimes 
Bureau had information on their cor- 
rupt practices but did not act on it only 
because the Hongkong Government did 
not want to risk endangering Sino- 
British relations. Lu warned that after 
1997, when British protection was re- 


moved, the Chinese authorities would | 


take up the matter. 

Stockwell and Buckle said they were 
not ignoring any evidence of corruption 
among China-based companies and in- 
sisted there was no political pressure on 
them to M a hands-off policy with 
regard to such firms. 

Apart from dealing with corruption, 
the ICAC is moving into the often re- 
lated area of commercial crime, proba- 
bly with official blessing. The ICAC's 
operations department has more than 
700 staffers at its disposal, while the po- 
lice commercial crimes bureau has only 
about 200. In addition, the ICAC, in its 


corruption probes, has developed valu- 
able expertise in accounting and other 
areas that is also useful in commercial 
crime investigations. One example of 
the ICAC's involvement in commercial 
investigations came with the arrest of 
Deacon Chiu, who was charged by the 
ICAC with conspiracy to account falsely. 

Buckle and Stockwell said there was 
no rivalry between the ICAC and the 
police. They said the ICAC routinely 
referred cases to the police and other 
government investigative bodies that 
were not considered to fall within the 
ICAC's brief. However, sometimes in 
the pursuit of a corruption case the 
ICAC uncovered other criminal ac- 
tivities. Under the law, it can choose 
to prosecute these cases even if the ele- 
ment of corruption was secondary or 
was found not to exist at all. 

While the debate on the ICAC's 
powers has yet to get off the ground, the 
government has proposed to give simi- 
lar powers to the new Securities and 
Futures Commission. Solicitor Duffy 


| Wong said this was a dangerous trend 


because it could set a precedent for ex- 
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tending such powers to even more gov- 
ernment departments. 

Wong said it was time to look at the 
sweeping powers of the ICAC, some of 
which seriously infringed on individual 
human rights. He said that there were 
few checks on the ICAC's use of its 
powers — à situation that could encour- 
age anti-corruption officers operating 
beyond their legal limits. 


tockwell and Buckle countered that 
the work of the ICAC was closely 


J 


| scrutinised by a number of review com- 


mittees, all appointed by the govern- 
ment. Noting that the attorney-gen- 
eral's consent is necessary for pressing 
major charges, they said that in itself it 
acted as an important safeguard. They 
rejected a suggestion that the work of 
the ICAC should be scrutinised by à 
Legislative Council panel. 

Henry Litton, a former chairman of 





| the Hongkong Bar Association, said the 


ICAC's broad powers should be main- 


| tained, though he would object should it 


try to stretch its powers beyond those it 


| already enjoyed. However, he is eritical 





of its use of power to detain and ques- 
tion suspects. Litton also criticised the 
length of some investigations which, he 
said, have taken more than a vear. He 
said such lengthy probes put tremend- 
ous stress on the suspects and suggested 
that the ICAC should do more to expe- 
dite inquiries. To fend off criticism of its 
investigative techniques, the ICAC will 
soon put all interviews on video tape. 
The importance of the ICAC is also 
recognised by the Peking-appointed 
Basic Law Drafting Committee, which is 
writing а mini-constitution for the future 
SAR. In the current Draft Basic Law, 
Peking has proposed the establishment 
of à "commission against corruption" 
which "shall function independently and 
be accountable to the chief executive.” 
It is understood the ICAC is un- 


happy with the description because. 
there is fear that this may be interpreted 


to mean "just a man and a dog" opera- 
tion. Instead, it would like to see it 
firmly stipulated in the Basic Law that 
the ICAC continue to be maintained 
after 1997, with its present powers and 
functions intact. 








AR EASTERN ECONDMIC REVIEW. e B DECEMBER 1988 


— 


i 
| 
{ 
i 
i 
| 
| 
| 
is 
i 
| 
f 
| 



























JAPAN 


Nobody told me 


How private secretaries shield Japan's politicians 


By Charles Smith in Tokyo 
J apan's long-running Recruit Cosmos 
share-profiteering scandal has raised 
more questions about Japanese political 
ethics than any event since the 1976 
Lockheed bribery affair. But the scan- 
dal is as intriguing as it is shocking. One 
of the most puzzling, or perhaps reveal- 
ing, aspects of the case involves the role 
of private secretaries in shielding top 
politicians from public criticism. 

According to newspaper accounts of 
the scandal — which involved politi- 
cians and bureaucrats being invited to 
make huge capital profits through buy- 
ing and then reselling shares in a pre- 
listed real-estate subsidiary of the Re- 

` eruit employment information group — 
the dealings in almost all cases were car- 
ried out in the name of a secretary. 

Top politicians, such as Prime Minis- 
ter Noboru Takeshita and former prime 
minister. Yasuhiro Nakasone, have de- 
nied that they knew of the transactions 
until long after the event. But such de- 
nials, while quite possibly saving the 
men concerned from having to resign to 

. take responsibility for the scandal, have 
opened up a seemingly endless public 
debate about relations between politi- 
cians and their secretaries. 
Discussions about the Recruit Affair 
— particularly as it involves embattled 
Finance Minister Kiichi Miyazawa, the 
most vulnerable senior minister in- 


|. volved — now turn on "what did he 


know and when did he know it?" 

According to Atsushi Hashimoto, a 
Japan Communist Party parliamenta- 
rian who has made a specialty of prob- 
ing into details of the share-purchasing 
scam, there is no question that not only 
Miyazawa, but also other senior figures 
such as Takeshita and Nakasone, knew 
their secretaries were buying Recruit 
shares on their behalf. 

Hashimoto says the amounts of 
“money involved (370 million — or 
-US$578,034 — in the case of Nakasone) 
are far too large to have been spent on 
“the authority of a secretary alone and 
'could not conceivably have represented 
the personal funds of the men con- 
cerned. In any case, says Hashimoto, 
legal precedents. dating from before 
© World War II, have established that 
politicians cannot escape from charges 
of financial wrongdoing by putting the 
blame on their secretaries. 

Liberal Democratic Party (LDP) 
staff members take a different view. Ac- 
cording to two aides to senior LDP 
г politicians consulted by the REVIEW, fi- 
“nancial secretaries are given a free hand 
by. their bosses to speculate in stocks, 
youtinely handling transactions of as 








much as Y30 million а day. Senior 
politicians, according to the same 
sources, prefer not to know about these 
transactions so as to be able to claim ig- 
norance if and when a secretary slips up 
in his share dealings. 

Shigezo Hayasaka, a former secret- 
ary to former prime minister Kakuei 
Tanaka who now works as a freelance 
political commentator, puts the same 
point more strongly. Hayasaka says sec- 
retaries to leading LDP politicians are 
“loin cloths,” covering the boss’ finan- 
cial nakedness and his vulnerability to 
awkward questions about the ethics ol 
political fund gathering. The effective- 
ness of the system depends on the politi- 
cian being ignorant of the details of 
what is being done on his behalf, even if 
he is familiar with the general picture. 

In Hayasaka's view, the dubious role 
played by private secretaries stems di- 
rectly from the present Japanese consti- 
tuency system and the enormous finan- 
cial burdens it places on individual 
politicians. Under Japanese law, mem- 
bers of the lower house of parliament 
can hire two permanent secretaries at 
public expense and are, in addition, en- 
titled to salaries and expenses making 
up a total (pre-tax) package of Y33 mil- 
lion a vear. 

Actual political running costs for the 


MONGOLIA 



















average. politician far exceed this 
amount. Hayasaka estimates that a typi- 
cal lower-house member needs roughly 
¥150 million a year to run a consti- 
tuency organisation, plus another 
¥ 200-400 million to fight election cam- 
paigns. The number of male secretaries, 
employed by lower-house members can 
be as low as 10 or as high as 50, depend- 
ing partly on whether the politicians 
maintain offices outside Japan. 

Salaries for such people may range as 
low as ¥300,000 a month, but in many 
cases are much higher. Highly qualified 
political secretaries who help to draft 
policy platforms and write speeches are 
among the elite of the secretary’s pro- 
fession, often earning more and wield- 
ing more influence than most members 


of parliament. 
H ayasaka says the costs born by indi- 
vidual MPs would be much lower if 
Japan switched to a single-member c 
stituency system from the present muiu- 
member system, in which up to five 
members of the lower house can be 
elected by the same group of voters. A 
multi-member system favours the exist- 
ence of a larger number of opposition 
parties, and is thus "theoretically demo- 
cratic," analysts note. It means, too, 
that members of the ruling LDP run 
against each other for election from the 
same constituency. 

This tends to mean that the financial 
burden of campaigning is shifted from 
the party itself to individual parliamen- 
tarians — or to the LDP factions who 
help to finance campaigns in return for 
support in the party's leadership battles. 
The money needed to do this bas to be 





Taking nothing for granted 


Ulan Bator reminds Moscow it is an equal partner 


By Alan Sanders 
M ongolian Foreign Minister Tseren- 
piliyn Gombosuren said in late 
November there had been "marked 
progress" in Mongolia's relations with 
China, but he warned Peking that the 
question of any further Soviet troop 
withdrawals from his country was a mat- 
ter for the Mongolian Government. 

Ulan Bator's insistence on its rights 
in this matter is a reflection of its con- 
tinuing caution in relations with China. 
It is also a reminder to Moscow that it 
wishes to be treated as an equal partner 
rather than a bargaining chip in its 
search for a settlement with Pe- 
king. 

Meanwhile, Lieut-Gen. Shaviyn 
Arvay, who has recently reappeared in 
the post of commander of border and in- 
ternal troops after a long absence from 
public view, recently complained that 





| despite "positive changes" on the south- 


ern border, China must take steps to 
deal with "incidents" which were not of 
Mongolia's making. 

Arvay, who served as commander of 
border troops in the 1970s and early 
1980s, disappeared from public view in 
December 1985, at which time he was 
deputy minister of defence, though he 
was elected to the ruling politburo in 
May 1986. He is thought to have been 
studying in the Soviet Union, and his 
reappointment to the border post, 
ranked as a deputy minister of public sec- 
urity, is thought to be connected to the 
improvement in relations with China. 
This has enabled some reorganisation of 
troops with a possible reduction in num- 
bers being compensated for by new 


| equipment and greater efficiency. 


rombosuren, who was recently in- 
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speculation, or through busi- 
ness activities, such as the 
operation of paper com- 
panies, — Hayasaka says. 
Hence, the need for private 
secretaries who are the real 
power behind the scene in 
Japanese politics. 

The trouble about the pri- 
vate-secretary system (apart 
from lack of public accounta- 
bility) is that it presupposes a 
very high degree of trust in 
the people involved. Sec- 
г retaries are required to be 
- totally loyal to their bosses, 
: while engaging in fund-rais- 
ing activities that could eas- 





‘found through stockmarket | ic 


| ‘Must be my secretary's suitcase.’ 





ily help to fuel their own poli- 
tical careers. Thus, the men (or women) 
who fill such roles thus have to have 
close personal ties with their principals. 

Examples of top politicians putting a 
„Stressin charge of fund-gathering ac- 
tivities are not unknown and may even 
exist among the present team of top 








leaders, given the names (and faces) of | 


some of those named as buyers of Re- 

-cruit shares. Other cases of close human 

: relations between boss and secretary in- 
clude the use of family members, or of 
childhood acquaintances. Tsuneo Hat- 
tori, chief secretary to Miyazawa, grew 
up as a student in the finance minister’s 
. household. 

Ihei Aoki, chief private secretary to 
Takeshita, and the man usually cited as 
the doyen of political private sec- 
rataries, is said to have been inherited 
by Takeshita from a previous LDP par- 
liamentarian representing Takeshita’s 





terviewed by the Soviet newsagency 
Tass, spoke encouragingly of exchanges 
of delegations and cooperation with 
ina in the fields of science, technol- 
_y and culture, and said a treaty on the 
border regime had been prepared for 
signature. “The process of restoring 
party ties has begun,” Gombusuren 
added, in the first public mention of 
this subject since contacts between the 
ruling Mongolian People’s Revolutio- 
nary Party and the Chinese Com- 
munist Party ceased some 20 years ago 
during the rupture in Sino-Soviet rela- 
tions. 


sked about the four divisions of 
Soviet troops still in Mongolia — 
some units were withdrawn in April- 
June 1987 — Gombusuren said that Mon- 
< golia's specific political and historical 
> circumstances had to be considered. Pe- 
_ king was perfectly well aware that the 
„ Soviet troops in Mongolia were invited 
< there by the Mongolian Government, 
Gombusuren said. At the time, Mon- 
' golia had every reason to believe that 
extra measures were needed to 
strengthen border security. 
"Consequently it is the Mongolian 














Shimane prefecture. Aoki's fund-rais- 
ing abilities are thought to have been 
one of the keys to Takeshita's success in 
wresting control of the Tanaka faction 
from ex-premier Kakuei Tanaka (him- 


self at one time a notable fund raiser). | 


Rumour has it, however, that Aoki him- 
self has grown rich in the process. This is 
certainly suggested by his nickname 
"the walking € 100 million note." 


ases of corruption or misappropria- 

tion of funds by secretaries are sur- 
prisingly rare, given the opportunities 
which must exist, but this may simply re- 
flect the failure of the media to probe 
more deeply into the system. 

Private secretaries who outlive their 
bosses can and do become politicians 
themselves, Hayasaka notes, but may 
also find themselves competing with 
sons or other family members for the 


Government and it alone which is enti- 
tled to decide the matter of the possible 
withdrawal or non-withdrawal of Soviet 
troops from the territory of our country 
and to make the appropriate approach 
to the Soviet side. This matter is the pre- 
rogative of the Mongolian People's Re- 
public and the [Soviet Union].” 

Arvay, whose comments were made 
to Red Star, the organ of the Ministries 
of Defence and Public Security, was put 


in command of the border and internal | 


troops in 1977 and was concurrently a 
first deputy minister of public security 
from 1979 until 1982-83. His immediate 
predecessor, Maj.-Gen. Luvsan-Oso- 
ryn Bayabadzar, who was appointed 
commander in 1982, has been transfer- 
red to head the troops' political depart- 
ment. Bayabadzar was elected to candi- 
date membership of the central commit- 


tee at the same time as Arvan's polit- | 


buro elevation. 

The ministry normally has three first 
deputy ministers, the other two being in 
charge of the militia (police) and the 
state security directorate. The border 
and internal troops are responsible for 
patrolling Mongolia's long borders with 
the Soviet Union and China, and guard- 















right to be regarded as politi | 
cal heir. An interesting case. |- 
of such rivalry is the Hok- | 
kaido No. 5 constituency, 1. 
once the stronghold of Ichiro | 

Nakagawa, a rightwing 
LDP faction leader who 
committed suicide in 19% 

Nakagawa's former sec- 
retary, Muneo Suzuki, now 
holds one of five seats in the 
constituency, while another 
is held by Shoichi 
Nakagawa, a son of Ichiro. 
Rivalry between the two 
men is said to have played 
into the hands of the local 
farm lobby, which uses both 
of them to press its demand 
for import protection on the 
central government. 

Not all private secret 
clans pursue shadowy ¢ 
no means all are exclusiv 
with money. Minoru Ku: 
journalist on the right 
newspaper, who became chi 
secretary to former pri 
Eisaku Sato (Japan's 1 
post-war leader), went 
other prime ministers.a 
series of public-service pc 

But Kusuda made it cléa 
view with the REVIEW that h 
ship with Sato was based on his 
and foreign-policy expertise, not on fi- 
nancial know-how. He appears to h 
been an exception to the rule that a tc 
private secretary must do whatever 
needed to pay the boss’ political bil 
including sometimes taking the blame 
for having done it. wo 

















































ies to politi- 




























ing important installations, such as the 
Erdenet copper-ore concentrating com- 
bine and the country's gold-mining.op- 

erations on northern rivers. | 

The second factor in Arvay s rez 
pointment is thought to be a sha 
the Ministry of Public Security, 
ing the appointment of the former 
curator, Sodnombaljiryn Budrage 
to one of the first deputy minister post; 
in June. Budragchaa was commanderof 
the militia in the 1970s, also as first dep- 
uty minister. The head of the Army 
Political Directorate (APD), Lieut- 
Gen. Jugderiyn Baljinnyam, took Bud- 
rachea's place in the Procurator's Of- 
fice, and a new head of the APD wasap- 
pne Maj.-Gen. Sambuunvamiva 

anchindorj. 

All these transfers were organised. | 
through the central committee's | 
ministrative organs department, w 
is in charge of appointments of milita 
security and legal officials, The depart | 
ment has been headed since June 1984 - 
by Maj.-Gen. Luvsangombyn Molom- 
jamts, who last December was elected 
concurrently to membership of the 
country's presidential council, the Pre- 
sidium of the People's Great Hural. £i | 














VIETNAM 
Two is enough 


Hanoi adopts new policies designed to curb population 


By Murray Hiebert in Bangkok 


V ietnam, struggling to slow its boom- 
ing population growth at a time of 
serious food shortages, economic stag- 
nation and increasing unemployment, 
has issued a policy threatening to 
penalise families which have more than 
two children. The new regulations, 
adopted by the Council of Ministers on 
18 October, commit the government to 
providing free contraceptives and offer- 
ing rewards for vasectomies and sterili- 
sations, the party daily, Nahn Dhan, re- 
ported in late October. 

Families with two children or fewer 
will be given priority for available hous- 
ing or land on which to build houses, 
while couples with more children will 
have to rent additional housing space or 
land at higher rates. Families with more 
than three children will not be permit- 
ted to move into cities and industrial 
areas and will “have to contribute to so- 
cial security funds, including fees for 
schooling and medical services, and to 
increase their contribution of labour for 
the common benefit of society,” the 
party daily reported. 

Under the new policy, which was 
first introduced in Hanoi two years ago, 
couples will have to wait until the 
mother is at least 22 years old and the 
father is 24 before having children. The 
рн must wait at least three years 

etween the first and second child. The 
only exception to the two-child policy 
was granted to ethnic minority families 
in the northern mountains and central 
highlands, who are allowed to have 
three children. 

The government's goal is to reduce 
the annual population growth rate of 
Vietnam, believed to be the seventh fast- 
est growing in the world, to 1.7% by 
1990 and 1.1% by the year 2000. Viet- 
namese officials estimate that the cur- 
rent rate is about 2.1%, which adds 1.3 
million babies each year to the country's 
estimated 63 million people. 

The population growth rate in the 
cities is already thought to be down to 
1.7% , but in the rural areas, where 80% 
of Vietnam's population lives, the rate 
varies between 2.3-3.4%. A survey of 
some 300 agricultural cooperatives, 
published by the official Vietnam News 
Agency two years ago, highlights the 
difficulties Hanoi faces in bringing 
down the growth rate in the coun- 
tryside. Fully 6096 of the respondents 
believed that "the more children they 
have, the better it will be for their family 
economy" and 33% said "having three 
to four children is still insufficient." 

An article in the party newspaper 
last year estimated that the fertility rate 
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per woman in 1985 was 4.3 children, 
down from 6.2 in 1962, and that a third 
of Vietnamese women have four or 
more children. The report pointed out 


| that only 3596 of Vietnamese couples 


use some form of birth control and 
warned that this figure would have to 
double to about 4.5 million couples by 
1990 to achieve the target of 1.7% 
growth. 

To prevent the per capita food sup- 
ply from dropping in the face of the 


MALAYSIA 


Migrating 
membership 


Leadership squabble splits 
Gerakan in Penang 


By Suhaini Aznam in Kuala Lumpur 


spate of defections from the Gera- 

kan, а predominantly Chinese 
party which ranks fourth in the ruling 
National Front, could pose problems 
for the coalition in Penang come the 
next general election. 

Penang is the only state in Peninsular 
Malaysia not controlled by the domin- 
ant United Malays National Organisa- 
tion (Umno) — and its successor the 
Umno (Baru) — despite Umno's having 
won 12 seats in the 1986 elections to the 
Gerakan's nine and the Malaysian 
Chinese Association's (MCA ) two. 

Malaysia's second city, Penang has 
always marched to a different drum 
from the rest of the country. Its 54.6% 
Chinese, 32.7% Malay and 11.5% In- 
dian population enjoys showing an inde- 
pendence from the federal capital. But 
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rapidly growing population, Vietnam- 
ese agronomists estimate that grain out- 
put must increase by 400,000 tonnes 
each year. But rice output has stagnated 
at around 18 million tonnes since 1984 
and last year fell to 17.6 million tonnes. 

Rice production is expected to in- 
crease this year because of recent ag- 
ricultural reforms, which downplay col- 
lective farming, allow farmers to keep a 
higher percentage of their output and 
return land to farmers which was confis- 
cated or redistributed after the com- 
munist victory in 1975 (REVIEW, 17 
Nov.). Ironically, the reforms also 
promise more land to families with 
more labourers, thus working at cross 
purposes with the new family pianning 
regulations. 

The government also faces a major 
problem in finding jobs for the | million 
young people entering the job market 
each vear. The party daily newspaper 
reported in July that 6 million people 
nearly 20% of the country's 32 mill... 
workers, were without full-time jobs. 
Hanoi Radio said only 4096 of the 
young people who reach working age 
each year find jobs. 

The government has tried to tackle 
this problem by moving people from 
crowded areas to “new economic 
zones," but the programme has not 
been very successful. According to the 
Labour Distribution Department, only 
42.700 people out of a target of 93,000, 
moved during the first quarter of the 
year. Vietnamese officials also say that 
40-60% of those who move soon return 
to their native areas. п 





the Gerakan itself enjoys a fairly good 
relationship with Umno. 

The latest split in the Gerakan stems 
from a personal battle between its 
Penang chairman Datuk Tan Gim Hwa 
and former state vice-chairman Da 
Khor Gark Kim, once an aspirant 
the chief ministers post. The row 
erupted when Khor accused Tan of hav- 
ing obtained permanent resident status 
in Australia but when challenged, could 
not prove it. 

Anywhere from 700 to 2,000 sup- 
porters have reportedly followed Khor 
and his nephew, state assemblyman 
Khoo Boo Yeang into the MCA, which 
vies with the Gerakan for the establish- 
ment Chinese vote. 

More defections may follow from the 
Gerakan but insiders say that at worst, it 
can only weaken the Gerakan in Penang 
but not nationally. However it may not 
be the MCA which benefits: the opposi- 
tion Democratic Action Party intends to 
make Penang its base in the next elec- 
tion, having won 10 out of 23 contested 
seats in 1986. 

Prime Minister Datuk Seri Mahathir 
Mohamad is unhappy with the MCA. 
Opening the Gere assembly on 26 
November he delivered a veiled attack 
on them for demanding concessions. KJ 
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Thai troops: increasing use of Chinese weapons for ‘self-defence .' 








THAILAND 





The Chinese firecracker 


The Thai military's links with China cause alarm 


By Paisal Sricharatchanya in Bangkok 

he Thai military is trying to mollify 

growing concern at home and 
abroad over a deepening relationship 
with its Chinese counterpart. 

Against criticism from such friendly 
countries as Indonesia and outrage by 
such adversaries as Vietnam, Bangkok 
says increasing its purchases of Chinese 
arms is only part of the Thai military's 
modernisation programme, which is 
geared solely to defence. A planned 
Thai-Chinese arms stockpile is de- 
scribed as nothing more than a depot of 
spareparts and ammunition. 

Thai army commander and acting su- 
reme commander Gen. Chaovalit 
ongchaiyut visited China on 22-26 

November for discussions about a possi- 
ble third purchase of Chinese tanks and 
armoured personnel carriers (APCs). 
He also discussed buying a squadron of 
Chinese F7M attack aircraft for the Thai 
air force. But underscoring the sensitiv- 
ity attached to the subject, Chaovalit 
kept the outcome of his Peking visit 
under a shroud of secrecy. 

The latest arms-purchase talks mark 
a continuing trend in Thailand over the 
past two years to seek alternative 
sources of arms and equipment to its 
traditional supplier. the US. Lower 


prices, easy payment terms and un- | 


sophisticated technology — which 
nevertheless is sufficient to meet Thai- 
land's basic needs — make Chinese 
supplies particularly attractive as Thai- 
land implements its modernisation 
plan. US-supplied military hardware 
still accounts for about 70% of Thai- 
land’s arms and equipment, though this 
level is likely to decline as Bangkok 
comes to rely more on Chinese supplies. 

Since Peking gave Bangkok a small 
number of 130 mm artillery pieces and 





anti-aircraft guns in late 1985, the Thai | 


of Chinese hardware. The first, in Oc- 
tober 1987, involved 30 T69-II tanks 
and 419 APCs. The second order, made 
in May, included another 23 T69-II 
tanks and 360 APCs. 

The two orders are valued at about 
US$120 million. Some of the tanks and 
APCs purchased have been delivered. 
Initially the tanks were equipped with 
100 mm main guns, but these were 
changed to 105 mm to conform with gun 
tubes used on US-supplied M48A5 bat- 
tle tanks. There are 65 of the US-made 
tanks in Thailand's arsennel, with 40 
more on order. 

Meanwhile, the Thai navy has or- 
dered four 4.000-tonne Chinese frigates 
— now being built at a Shanghai dock- 
yard — and is said to be interested in 
12-18 Chinese AS ground-attack air- 
craft. If the Thai air force's plan to buy 
the squadron of F7M fighters goes 
through, all three of Thailand's armed 
services will have Chinese military 
equipment in their inventories. 


A: force commander Voranart Api- 
charee said the only obstacle now is 
to overcome conventional views among 
his own officers that the Chinese aircraft 
may be inferior to a comparable product 
from the West. Voranart indicated that 
he was personally in favour of the Е7М 
because of its relatively low cost. The 
F7M is an upgraded version of the 
Soviet MIG21 and is equipped with 
British engines and avionics. The body 
alone is only one-sixth the cost of the 
high-technology American-made F16 
fighter/bomber, which is now commis- 
sioned by the air force. 

The army's increasing acquisition of 
Chinese hardware prompted the need 
to establish an incountry stockpile of 
spares and ammunition. А Western mi- 


army has concluded two large purchases | litary-affairs analyst, reflecting official 


| 











Thai army thinking, said: “I see nothing 
sinister [about the stockpile] since it 
amounts to a natural extension of the 
[deepening] Thai-Chinese military ties.” 

From the army’s standpoint, the 
need to have a ready supply of spare 
parts was brought home during the 
bloody border battle Thailand fought 
with Laos almost a year ago. China and 
a few other friendly countries had to air- 
lift military supplies here at the height of 
the fighting. 

But Thailand's relations with Laos 
— and with other countries in the region 
— have improved a great deal since the 
Thai-Lao border conflict. Amid signs of 
an early resolution to the decade-old 
Cambodian conflict, the setting up of an 
arms stockpile now is being branded by 
critics as inopportune. 

No one in the military leadership has 
tried to counter the critics with a clear 
explanation of the need for the 
stockpile, nor has anyone attemptec 
draw a distinction between the p 
posed Chinese stockpile and a previous 
Thai-US agreement to set up a "war-re- 
serve" stockpile. The US stockpile — 
begun with a US$10 million shipment of 
US parts and ammunition which arrived 
in mid-November — is bound by а bila- 
teral security arrangement, whereas the 
Chinese stockpile is governed by no 
such treaty. 

The distinction is important because 
in theory Washington can use its 
stockpile as a forward supply and sup- 
port base to project its power here to 
help defend Thailand in the event of ex- 
ternal aggression, though in reality a re- 
turn of US troops is unlikely in the fore- 
seeable future. The proposed Chinese 
stockpile, Thai officials now explain, is 
merely a holding depot for Thai use. 

Domestic and foreign criticism of the 
Chinese-supplied hardware stockpile 
hardly came as a surprise. Reflecting In- 
donesia's long-standing suspicion 
China's motives in the region, 
Jakarta Post recently criticised the Sino- 
Thai military link as harmful to the cur- 
rent process of peace in Cambodia. 

Echoing the same line, the official 
Vietnamese meri cd Nhan Dan at- 
tacked Chaovalit's China trip and the 
stockpile plans in a 20 November edito- 
rial which read in part: "The new move 
taken by Thailand and China in their 
military cooperation is dangerous and 
hinders the settlement of the Cambo- 
dian issue as well as the re-establish- 
ment of peace and stability in Southeast 
Asia." The Thai Foreign Ministry here 
posu issued a rebuttal, accusing 

апо: of interfering in Thailand's inter- 
nal affairs. 

Despite the criticism, Chaovalit is 
understood to be bent on pushing ahead 
with the stockpile plan. There is specu- 
lation in some quarters that he may be in 
a hurry to lock up the deal before peace 
is restored in Cambodia, which in turn 
would further neutralise its justifica- 
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Money talks. 
And we Speak all 
its languages. 


With 27 branches in Asias major We offer an integrated network complexities of conducting business or 
financial centers and 7 in California, to meet the growing needs of exporters the Pacific Rim. So whether your busi 
Security Pacific Asian Bank" is ob- апа importers on the Pacific Rim. ness is in Tokyo or Bangkok, we 
viously well equipped to meet the We offer а full range of trade services, help you tailor your trade financii 
commercial and banking needs of от basic documentation to foreign that particular area 
clients on both sides of the Pacific. exchange assistance. It all comes down to personal 

What may not be so obvious But most importantly, we offer ized service. A concept that, at Security 
is our strength in trade finance. expertise. We're well versed in the Pacific Asian Bank, needs no translation 


Security Pacific Asian Bank S. 
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The harmony of precious materials. 


The triumph of masterly craftsmanship. 





The Swire Group PA 





THE NEW 


MARCO POLO 
BUSINESS CLASS 





BUILT TO HELP 
THE CORPORATE BODY ARRIVE 
IN BETTER SHAPE 


On July 10th, 1988, Mr. Gordon 
Yuen tested the New Marco Polo 
Business Class. 

He was the ideal choice а 
frequent flyer who clocked up 70,000 
miles last year 

Our design team had created 
a business class to help executives 
like Mr. Yuen arrive relaxed 
and refreshed. 


Wider, more comfortable seats 


A new seven abreast seating 
configuration. А more spacious 
environment. And, on long haul 


flights, foot- and leg-rests were 
just some of the changes that 
he experienced. 
But there was one thing our 
design team did not change at all. 
Our high standard of service. 
He found our stewardesses from ten 
Asian lands to be just as charming 
and attentive as before. 
Cathay Pacific acknowledges the parti- 


сірайоп of Mr. Gordon Yuen in testing 


the New Marco Polo Business Class 





Arrive in better shape 


CATHAY PACIFIC 


























© A DEVOUT layman in military 
matters, I have hitherto concealed my 
profound lack of respect for and trust in 
high technology as applied to the 
panoply of modern weaponry. My ig- 
norance demands that I accept the 
doomsters’ jeremiads that the nuclear 
powers possess enough bombs to wipe 
out mankind and destroy the world sev- 
eral times over. I note wearily, how- 
ever, that those in the habit of singing 
such dirges tend to be the same people 
who urge unilateral disarmament on the 
West, their eyes firmly closed to the fact 
that the balance of terror has dissuaded 
the nuclear powers from using the bomb 
since two of them led to the defeat of 
Japan — despite the long string of wars 
waged since 1945. 
Weapons of mass destruction apart, 


Т find the other, rather less ambitious | 


igines of destruction pretty unimpres- 
7e. In World War II, prop-driven Ja- 
panese planes with bomb-sights which 
today would be laughed to scorn located 
and sunk two British battleships Prince 
of Wales and Repulse with consummate 
ease; during the Falklands war an entire 
British fleet sat as anchored targets for 
brave and skilful Argentine air force 
pilots firing Exocet missiles, who scored 
very limited successes. Again in World 
War П, the British designed a bomb 
which skipped across the water and de- 
stroyed а German dam. But those 
armed with today's шоо сап һауе 
а Korean Airlines Jumbo in their missile 
sights and destroy it because they 
thought it was a spy plane: they can 
shoot down an Iranian Airbus in mis- 
take for an F-14 Tomcat, and they can 
bomb Libya and miss. 

As a small boy, I was once woken up 
in the underground shelter at the bot- 
tem of our garden, where the family 

2pt for months on end during the Blitz, 
aud taken up to watch the red glow in 
the night sky as London burned. By the 
end of the war (during which we were 
bombed out more than once — the last 
time by Hitler's "wonder weapon." a 
V-1 “Doodlebug,” I had acquired a re- 
spectful fear of the technology of those 
days. Fleets of what today would be dis- 
missed as ramshackle bombers, drop- 
ping conventional high explosive and in- 
cendiary bombs, had flattened whole 
cities, from. Coventry and Dresden to 
Tokyo. Today's visitors to Hanoi, which 
was bombarded for so many months in 
the: 1970s by B-52 bombers, report re- 
markably little signs of damage. 

9 TAM getting progressively more fed 
up with and cynical about the exagger- 
ated claims of what modern technology 
can do, especially in the military field. 
They are made by vested interests — by 
the people who make them and the 
people. who buy them, all united in 
wanting more public funds spent. We 
 aretold of satellites that can read the li- 
сепсе plates of cars in the Kremlin or 





| 





the Zhongnanhai, but a whole Soviet 
army manages to sneak up and invade 
Afghanistan without a Western whistle 
being blown. Or last year in Britain, the 
meteorologists fail to spot a full-scale 
hurricane. 

How was it, in this day and age, that 
Iran and Iraq, both possessed of mod- 
егп weaponry, fought a long war of 
attrition using their young men and boys 
as cannon fodder much as the generals 
did in World War II — or as Napoleon 
and Wellington did for that matter? 


How was it that, for so many months, | 


fully laden oil tankers (so many lumber- 
ing. behemothic, floating bombs, I 
would have thought) steamed down the 
Gulf while being shot at by most of the 
projectiles known to man with so few 
being hit, and so many of those that 
were hit managing to control the dam- 
age and steam on? 

@ REMEMBER all those technical 
marvels that were going to ensure vic- 
tory for the Americans in Vietnam? 


There were devices which were sup- | 
posed to zero in on the sound of Viet- | 
cong moving through the jungle, on | 


their body heat and even on their urine. 
There were other devices supposed to 
prevent the Vietcong from moving 
under the cover of darkness, and 
"Smart" bombs that would aim them- 
selves at underground hideouts. No- 
thing uy Un ever really produced 
results. The Americans were forced to 
descend to the barbarism of napalm, the 
defoliant Agent Orange and the B-52 
bombings of Cambodia and North Viet- 
nam, and even those did not pro- 
duce victory. Sadly, the desperate 
straits of Vietnam's economy today is 
more a product of Hanoi's human errors 


over the past 13 years than of war | 


damage. 
One of the lessons of the war was 
that "the guerilla wins if he does not 


lose, the conventional army loses if it | 


does not win." This was a typical half- 
truth from Dr Henry Kissinger; the real 
lesson had to do with the limitations of 
technology pitted against motivated 
men. But the lesson has not been 


learned. The “war game" novelist Tom | 


Clancy knows this well: he wins tre- 
mendous acclaim for his exciting de- 
scriptions of battles between machines 
or weapons systems. To the best of mv 
memory of the plots, the systems never 
malfunction (another typical technolog- 
ical euphemism for “fail”) and only hu- 
mans err. Clancy apparently works out 
his intricate military clashes and man- 
oeuvrings on a computer. This is itself 
presumably error free — unless the 
electricity cuts off, or he hits a wrong 
button, or a disc proves defective or an 
amateur “hacker” infects it with a virus. 
It was surely in much the same spirit 
(that if Bionic Man or Superman is not 
available: to save democracy for the 
World against the Evil Empire, then 











we'd better buy some High Tech) that 
Ronald Reagan embraced the idea of 
Star Wars. Those were of course for de- 
fence: for attack. the Pentagon would 
go with the B-1 low-altitude and the B-2 
Stealth bombers. 
€ CONSCIOUS of a depth of ignor 
ance on such matters, I hesitated fo 
commit such amateur doubts to paper. 
But last week I was enormously encour- 
aged by the publication of the latest vol- 
ume of Jane's All the World's Aircraft 
1988-89. Commenting in this most au- | 
thoritative reference book, its editor, 
John Taylor, likens the space weapons 
of Star Wars to the kind of "wonder 
weapons that Hitler demanded from his 
scientists and engineers in World War 
II." Well, Hitler's wonder weapons may 
have killed a lot of people back in 1944 
and 1945 but, it’s true, they did not win 
the war for hini. | 
Taylor also remains unimpressed, 
with the recently eed Stealth 
bomber which is made of new materials 
and is designed along the illomened 
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“flying wing" or “wedge” li 
records his "sincere pra 
safety of those wh 
machines. These 
over the past 10 y 
risen from USS4 
lion. President 
invite the US: 
these at a cool 
that be will gc 
also keep the B 
though three: 
within the last у 
tional war plane 
Taylor said, if the v 
work. Ay, there's th 
Another piece of 
mon sense came fr 
of the Soviet Space 
Roald Sagdeev, wh 
Soviet and the US s 
grammes as outst: 
achievements, but 
As for last month's unm 
the Soviet shuttle; Buru 
mented delightfully “it went 
came down. But ithad absolutely n. 
entific value.” Comrade Sagdec 
physicist. has resigned from his pc 
after 15 years, 
€ SOD'S law holds that, if anything. 
can go wrong, it will. That proposition 
was amply proven by an item in the 
Korea Times of 15 November, sent in by 
a large number of readers. It reported 
the crash of an F-5 fighter plane in 
Poryong County in Korea, killing one: 
person and severely damaging sever 
houses. The i 
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TAIWAN 


Here's how to succeed 
without really complying 


By Shim Jae Hoon in Taipei 

I; March, Taipei's United Evening 

` News dropped a bombshell when it re- 
vealed that Taiwan’s premier tourist 

lodge, the Grand Hotel, had operated 


-| without a business licence — presuma- 


bly for decades — by registering itself as 
a non-profit organisation, thus avoiding 
taxes. 

Prime Minister Yu Kuo-hwa was 
said to sit on the hotel's board of direc- 
tors, along with influential figures such 
as the national policy adviser to the pre- 
| sident and a former director-general of 
the budget, accounting and statistics. 
Indeed, the mammoth establishment, 
famous for its giant chinoiserie pillars 
and rumoured to be owned by Madame 
Chiang Kai-shek, stood on choice gov- 
ernment-owned land. 

The Evening News story about the 
Grand Hotel is just a more ostentatious 
display of the cavalier attitude towards 
the rule of law here. To people sub- 
| jected to a relentless propaganda bar- 
rage about the Taiwan Experience — a 





government-coined phrase meaning 
this island's successful economic deve- 
lopment based on egalitarian social 
goals — the sights and sounds of Taipei 
offer many surprises. Scofflaws, as 
those who scoff at rules are popularly 
known, seem to feel at home in Taipei. 

The flood of vehicles crowding the 
city of Taipei gives proof to an economic 
miracle being enjoyed to а greater or 
lesser extent by the island's 20 million 
people. But Taipei residents were re- 
cently jolted by the news that a dozen 
people had stood by and watched as a 
college student lay on the pavement, 
dying from an heart attack. 

When the student died in the hospi- 
tal, after being taken there by an Au- 
stralian tourist, a newspaper editorial 
asked: "Is our society sick?" 

Dr Sun Kuan-han, a leading atomic 
energy scientist and professor at Na- 
tional Tsing Hua University in Hsinchu, 
says yes. He has written a book called 
The Sick Chinaman, which has become 


a bestseller here as well as in Hongkong. 
The book has placed him. along with the 
renowned essayist Bo Yang who wrote 
The Ugly Chinaman in 1984, as one of 
the most trenchant critics of Chinese 
culture. 


es 


vidualism and lack of discipline. But he 
takes to task the Kuomintang (KMT) 
government for essentially producing in 
Taiwan a cynical social culture thriving 
on expediency. 

This flouting of laws and social con- 
ventions has sparked reappraisals of 
Taiwan's perplexing social ethics and 
moral values. A usual topic of conversa- 
tion is the side-effects of the economy- 
above-all philosophy promoted vigor- 
ously by the government in the past fe 
decades. 


[" Taiwan, what might be called а 
pattern of scofflaw behaviour colours 
many aspects of social, political and 
economic life. 

Any explanation of this scofflaw syn- 
drome requires an understanding of the 
mix of cultural and political factors. In 
some ways, this phenomenon in Taiwan 
has parallels in other Chinese societies, 
such as Hongkong and the mainland. 

There is a reliance on similar tradi- 
tional views towards laws. In Hong- 
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kong, the British bureaucracy also wres- 
tles with challenges to its political legiti- 
macy. And in mainland China, the com- 
munist party contends with challenges 
to its political control. Yet 
phenomenon is so widespread in 
Taiwan that there is a distinct. disso- 
nance between the government's con- 
stant sloganeering about the rule of 


law, and recurring examples of infrac- | 


tion. 

Foreign film-makers lose an esti- 
mated US$5 million a year because hun- 
dreds of MTV video parlours do a thriv- 
ing business in Taiwan illegally featur- 
ing box-office movies from all over the 
world. Long before the government au- 
thorised the import of Bernardo Ber- 
tolucci's cinema epic The Last Emperor. 
many had seen it already at private 
MTV parlours for a pittance. 


These days, practically every upper- | 


class home in Taipei boasts a locally as- 
:mbled TV receiver hooked to an il- 
gal satellite dish installed on the roof 
to pick up the foreign programmes of 
the Japanese station NHK. 
In October with the start of the Seoul 
Olympic Games there was such an over- 
supply that the price from NT$40.000 


(US$1,394.00) to NTS20.000 per set. | 


"Local TV programmes are too poor for 
our taste," said real-estate dealer John 
Chen. explaining the reason for the 
popularity of the receivers. Chen was 
sorry he had been so hasty in buying the 
machine, rather than waiting for the 
price to come down. 





There were the teahouses of the provin- 
cial market towns, where only simple 
noodle dishes were served, and the 
bona fide dinner houses of Phnom Penh 
— but these were all French (even 
though the cooks were Cambodian.) 

That meant that authentic Cambo- 
«ian food — the delicate, sophisticated 
culinary legacy of Khmer civilisation — 
was only found inside homes. “Opening 
a restaurant was something a French- 
man did," says Sony Sok, a former 
archaeologist who now runs the Angkor 
Palace, one of San Francisco's most suc- 
cessful Asian dinner houses. “We as- 
sociated the whole concept with col- 
onialism.” 

Nazarin says: “Before we got started 
here, the notion of a restaurant serving 
Cambodian cuisine was a bit like heresy 
— or even treason.” But the trend 
started in 1982, when the Phnom Penh 
(Nazarin calls it “history's first Cambo- 
dian-American restaurant”) opened in 
San Francisco’s Tenderloin district, 
where some 5,000 Cambodians live. 

Soon after, Nazarin was responsible 
for an item about Cambodian cuisine 
that appeared in the newspaper column 
of Herb Caen, a legendary writer who is 
avidly read by San Franciscans looking 
for fashionable trends. “When Pak 
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example, the national watchdog agency 
the Control Yuan decided to investigate 
11 civil servants, many in the criminal 
investigative service, on suspicion of 
forging documents to conceal their age 
and defer their retirement. One was à 
former department head at the Justice 
Ministry. 


lagrant cases of corruption and ven- 

ality have not been a dominant feature 
of social or political life, but people are 
becoming increasingly concerned about 
the insidious, virus-like presence of dis- 
trust that is eroding social relations. Ac- 
| cording to a 14 November report in the 
China News, quoting from a recent sur- 
vey, no less than 69% of those polled 
| above the age of 20 confessed to dis- 

trusting their relatives, friends, col- 
leagues or business partners. 

This survey by the Public Opinion 
Research Foundation (PORF), a pri- 
vate organisation, also showed 35% of 
those polled believed that a court case 

| could be won with the influence of 
monev or "connections." 

This gloomy state of mind is matched 
by the sombre landscape of Taipei itself 
— accentuated by buildings in various 
stages of dilapidation and potholed 
streets in which pedestrians have to be 
light on their feet to avoid being 
| splashed by muddy water. Those same 
pedestrians also have to weave their 
way between all kinds of two-wheelers 
parked illegally on the pavement. Pollu- 
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Nazarin with a Cambodian restaurateur. 





Sonn opened Cambodia House, our sec- 
гопа establishment, not a single person 
ate in it for two weeks," Nazarin re- 
calls. 
“Then one night, I brought a couple 


On 9 November, to cite another 





| tion from factories and vehicles is so bad 
that some people have taken to wearing 
face masks. And there is a constant din 
from more than 350,000 cars and half a 
million scooters roaring through the 
streets 

It is an image wholly unsuited 
Taiwan's otherwise virile status as 
Asia's richest country after Japan, 
boasting a per capita income of 
US$6,000 and the world’s second 
largest foreign reserves of USS74 bil- 
lion. Yet, many native Taiwanese (re- 
sentful of control by mainland immi- 
grants) say the government is reluctant 
to invest in housing and roads for fear of 
an invasion by China or because of the 
КМТУ policy of eventually returning to 
the mainland. 

The government seems to maintain 
an indifferent attitude towards 
scofflaws, probably because the KMT 
remains in office without having to face 
the verdict of the electorate. Neither the 
president nor the central parliament is 
directly or fully elected by the people. 
Taiwan's political system keeps the 
people apart from the administration, 
and government aloof from the people. 

This at times creates a strange re- 
lationship between the rulers and the 
ruled. When hundreds of farmers in the 
Linyuan area seized a petrochemical 
complex for allegedly ruining their rice 
paddies by discharging toxic effluents, 
the Economics Ministry “settled” the 
dispute by arranging compensation of 


to 





NT$1.4 billion. No sooner had that for- 


of our orphan boys there with me, and it 
turned out that one of them was none 
other than a crown prince, though he 
was poorer than you could imagine. I 
dropped a note to Herb, and he ran an 
item about royalty dining at this new 
place in the Avenues. The attendance 
went from zero to 50 overnight.” 

By then, Nazarin was planning more 
restaurants all over town. He was draw- 
ing up menus and soliciting financial as- 
sistance from the informal treasure 
chest he calls “the Southeast Asian ref- 
ugee banking system." Soon, San Fran- 
ciscans of every ethnicity had become 
avid consumers of Cambodian food. 

Each “Nazarin” restaurant has its 
own features and approach. Monorum, 
for instance, features rural specialties 
of Kandal province, a district on the 
lower Mekong River noted for tropical 
herb sauces and coconut curries; Bayon 
offers a blend of French and Khmer 
cuisine, and Angkor Palace boasts a 
menu of subtle delicacies — such as 
quail, river fish, tamarind soup and es- 
cargots. 

Nazarin's fame as a promoter of 
Cambodian food has also reached Cam- 
bodia. He was invited there in 1985 and 
presented with the 200-year-old silver 
service of the former roval family. 
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Hwa Seung Сорока understands he 
importance of building long-term business - 
relationships. Licensed to produce sports 


shoes which carry the Reebok brand, Hwa 
Seung i is the largest shoe manufacturer of its 
kind in the world. Its success depends upon 


how well i ‘it meets standards for quality, . 
efficiency and support. It proves itself 36 
million times a year, with ve pair af; 
shoes it makes. 





up with ра" 





When Hwa Seung decided to Исай | 
operations by installing a computer system, 
it wasn’t just looking for a computer firm — 
it was looking for a partner. IBM 
recommended its System/38 to handle Hwa 
Seung’s business requirements, but it was 
IBM’s on-going programme of support that 
sold them. 


Using MAPICS, IBM’s manufacturing 
software, IBM helped Hwa Seung automate 
sales, ordering, finance and inventory 
control. The system cut the time needed to 
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nationwide on-line dealer control network, |. 
giving Hwa Seung better control of Le Cals 
retail | sales. Through the partnership, IBM is 
working to meet Hwa Seung’s needs for 
quality, efficiency and support. And that’s | 
something Hwa Seung understands very well 


OVER 2,00 YEARS OF CAREFUL BREEDING 
PRODUCED THIS CHAMPION 





Every once in a while, a truly great faithful to the standards of quality set 
horse is born. A horse destined to become down by its founder, Thomas Hine 
a supreme champion on the racecourse Since the eighteenth 
and to pass into legend. A Nijinsky or century, every drop of 
an Arkle,a Red Rum or a Shirgar — superb ль fine ime of the њин mi an me jn Hine cognac has been lo- (a9 
animals who remain unchallenged in their lifetimes. — vingly matured under the watchful eye of UN 










But perfection does not come about by chance.Such — one man, the cellarmaster, whose senses 
a horse is the result of the careful breeding of the bluest аге his birthright and whose extraordinary 
of bloodlines that can be traced for generations. And from talents can be traced back through 
the day of its birth, the young horse will be lovingly six generations of the Hine family 
nurtured and cared for, meticulously shaped into a Hine X.O.—a thoroughbred champion 
champion of maturity, delicacy and 

So it is with Hine X.O., the champion of fine finesse. A cognac of 
cognacs, the choice of connoisseurs. incomparable quality, 


Established in the heart of the Cognac region to be savoured with 





of France in 1763, the house of Hine respect and infinite 


has remained unswervingly ^ pleasure 


Leaves nothing to be desired 


mula been accepted than there were 
threats of strikes by other groups seek- 
ing similar deals. 

"In Taiwan, everybody is learning to 
US а kind of survival game," says 
Michael Hsiao, a sociology professor at 
the National Taiwan University, as he 
counted 16 kinds of protest movements 
clamouring for redress of one kind of 
another since the death of president 
Chiang Ching-kuo in January. Under 
these new rules of the game, the govern- 
ment and the street protesters seem to 
mimic the contrived, exaggerated ges- 
tures of a Chinese opera — with protes- 
ters calling for immediate redress and 
officials reciting slogans about the rule 
of law. 

In the post-Chiang period of relaxa- 
tion, the idea has gained currency that 
people wanting fast results should hit 
the streets. The PORF survey showed 
that 14% of those polled thought street 

tests were a good way of wringing 
«cessions. Thus, hundreds of invest- 
ors marched to the Finance Ministry in 


SHIM JAE HOON 





| Confucian values are being challenged in Taiwan, creating a disregard for the rule of law. 








in Taipei alone, by one estimate. 

According to academic commen- 
tators, Taiwan's social milieu has been 
too radically altered for Confucian doc- 
trine to be effective in dealing with 
scofflaws. In the Confucian tradition, 
the rule of a person supersedes the rule 
of law, but only on condition that the 
person has enough legitimacy to appear 
“virtuous.” 

In China’s history, people customar- 
ily regarded the law as an impersonal in- 
strument for political ends, to be used 
mainly as a tool for enforcing involun- 
tary social cohesion — a law was to be 
enshrined and used for guidance rather 
than for specific application. "Law to 
Chinese is like a rubber band, it must be 
elastic," says Chang Shiao-chun, a pro- 
fessor specialising in industrial rela- 
tions. 

The legitimacy of the KMT's rule of 
Taiwan has been undermined because 
many Taiwanese feel it has been im- 
posed on them and because it is the re- 
sult of the KMT's defeat by the com- 


| KMT — are as yet technically illegal as a 
new civic organisation law has not been 
| enacted. 

In the view of some commentators, 
such anomalies have been exacerbated 
by a dearth of legally trained officials in 
various executive branches, though 
they are numerous in the Legislative 
Yuan. "Pollution control has long been 
а critical issue yet the Environment Pro- 
tection Agency has yet to acquire a 
single lawyer." complains Wang Tse- 
chien, a Taiwan National University law 
professor. 


siao describes the Chiang dynasty's 

four decades of rule in Taiwan as a 
"soft" totalitarian regime which has nar- 
rowed the range of political vision 
When officials debate а new mainland 
policy. the focus usually lies on trade, 
not on the political dimension of reunifi- 
cation or a separate identity for Taiwan. 
"Our whole society is conditioned by 
short-sightedness,” says Wang. 


Throughout Taiwan society, the 
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tember when it reinstated the capi- 
taı.gains tax on stock transactions. 

The protesters did their bit, but only 
under pressure from the KMT and the 
press — whose members play the stock- 
market — did Finance Minister Shirley 
Kuo back down and soften the tax rate. 
The stockmarket uproar deepened the 
popular suspicion that the government 
responds only to a showdown, that it in- 
tervenes only when the interests of the 
KMT power elites are threatened. 

A variation on the theme of the sur- 

vival game is evident in other parts 
of the economy — tax evasion and the 
flourishing of all kinds of illicit business- 
es fuelling the big underground econ- 
omy, which is said to be 25% of the is- 
land's GNP. 

Sun in The Sick Chinaman decries 
what he calls “the psychology of every 
Chinese to become a petit emperor,” 
obsessed by the pursuit of personal 
wealth at the expense of other people's 
interests. This may explain the large 
number of tiny manufacturers — 36,000 
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munists on the mainland. In order to 
justify being in control and to continue 
the myth of representing all China, the 
KMT has had to overlook the nitty- 
gritty infractions of laws and rules in 
everyday society so as to concentrate 
better on monitoring and marginalising 
dissent. Dissidents are treated harshly, 
and the KMT's tally of those tortured 
and imprisoned is not a short one. 

In a further erosion of its legitimacy, 
the KMT has warped the constitution 
and other laws to maintain itself per- 
petually in power. Ignoring opposition 
views, the ruling party sometimes rail- 
roads various bills through the Legisla- 
tive Yuan. “Politics has distorted func- 
tions of law,” says Hsiao, “turning the 
government's attention only to political 
control and nothing else.” 

That ensures a measure of stability, 
but it has led Taiwan into a second — 
and no less undesirable stage: a per- 
vasive cynicism and disdain among the 
citizenry for a political system perceived 
as being surreal. For example, all politi- 
cal parties in Taiwan — including the 


traditional Confucian idea of a paternal 
government and harmonious society 
| has come under a great deal of strain. 
with a new set of ethics to guide a diver- 
sified modern society barely emerging 
| According to Hsiao, who has been 
actively involved in the consumer pro- 
tection movement: "When government 
exhorts people to live frugally. people 
ask why? ‘We've worked so hard and 
now we want to enjoy,” they retort. If a 
factory owner says he wants to treat hís 
workers like a family, the employees 
say, "No, we want a union," says Hsiao 
Those sentiments show that some 
people are swiftly embracing new ideas 
and ethics. Only the government seems 
| rooted in the past, unsure how fast to 
move to create a set of social and politi- 
| cal standards to match Taiwan's level of 
| economic achievement. Since Taiwan's 
political and social idiosyneracies seem 
to nurture scofflaws, the problem is un- 
likely to disappear without some funda- 
mental government reforms, most par- 
ticularly in allowing the public a role in 
the political process. п 
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Malaysian schoolgirls at a computer club employ NEC personal 
computers to blend their talents with the information age. 





Every day, in many ways, all over the world, NEC is opening new possibilities. Possi- 
bilities that could only come from a company that's strong in many business fields, 
including computers, communications, electron devices and home electronics. 
Every NEC product is designed and built under our “C&C” concept — the integration 
of computers and communications — which we pioneered over 10 years ago and 
then developed into the force it is today. NEC's C8C technology is always finding 
new and better ways to bring people together to communicate without the barriers 
of time, place and language. 
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This NEC-made Satellite Earth Station in West Jawa brings Indonesia closer, 
quicker communication with the rest of the world. 


'You may not know it, but NEC has long been firmly established in Asia. NEC makes 
Ihe majority of Asia's telephone switching systems, microwave and satellite commu- 
inications systems and submarine cables. NEC has supplied over 1,700 satellite 
wearth stations worldwide, and the total length of NEC-built microwave communica 

tions links equals about 55 trips around the earth. Your voice has probably been 
carried by NEC equipment. And NEC moves continually closer to you with a growing 

network of production facilities, service centres, and a commitment to working 
closely with customers everywhere. 


2 NEC 
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A Japanese parable 


Scandal by Shusaku Endo and translated by Van C. Gessel. Peter Owen, London. 


HK$190 (US$24.00). 


he renowned British writer Graham | control and balance as much as his liter- 


Greene said of Japanese author 
Shusaku Endo's second novel Wonder- 
ful Fool that it was the perfect fictional 
guide to Tokyo and the Japanese ex- 
perience. If this is so, then others will 
probably claim that Endo's book Scan- 
dal is a summation of the Roman Catho- 
lic conscience in contact with the 
hedonism, amorality and Buddhist as- 
sumptionsofthe Japanese environment. 

Yet Endo's art cannot be defined so 
neatly. The author-protagonist of the 
book, Suguro, tries to achieve a balance 
between the sense of sin and that of re- 
demption. And, at the end of his life, he 
is proud to receive a literary prize for a 
novel which, after many years, sets the 
seal on the harmony between his life 
and his writings, his investigation into 
the areas of sin of the human experience 
and the possibility of salvation, or at 
least change, which each sin offers. 

His marriage is an example of this 


ary work expresses the lonely struggle 
and the special transcendence available 
to the Christian writer in Japan. Suguro 
has lived with his murky characters as 
much as any author, but his sense ol 
himself always emerged unscathed 

Until the prize-giving. An encounter 
with what seems a leering parody of his 
own image in the audience, followed by 
another with a tipsy woman who claims 
to know him from his nocturnal outings 
to the seedy parts of Kabuki-cho, forces 
him to pursue his darker side. This re- 
sults in startling discoveries of the capa- 
city for rage and depravity in human be- 
ings — such as sado-masochistic feelings 
associated with a power much stronger 
than petty, literary sins. This power is 
set loose by the approach of death, 
human powerlessness to resist birth and 
the irresponsibility of war 

This same power is also “the uncon- 
scious" which Suguro comes to recog- 








nise in himself, as well as in Christians 
and non-Christians alike. Indeed, it is a 
power expressed on an almost daily 
level in domestic sexual relations, and in 
the more obviously kinky manifesta- 
tions of Tokyo’s night life and the obses- 
sions of the media. 

This is heavy stuff indeed. And, such 
a resume would suggest a novel both 
ponderous and indigestible. However, 
such an assumption would only serve to 
underrate Endo’s art. 

Not only does Endo place the entire 
pursuit of his alter ego in a kind of 
spiritual parenthesis by leading Suguro 
towards a completely new novel of self- 
discovery called Scandal: An Old Man's 
Prayer, but, when he finally meets up 
with his depraved "other you" in à 
dream sequence, his acceptance that 
this other might live also within hin 
enveloped in "the strange orange Ө 
of a snowstorm, а light which comes 
perilously close to the light of redemp- 
tion.” This is a theme Endo has 


explored in other novels. 

But even this is not enough for Endo. 
Instead of moral schemes which repress 
the unconscious and emotional drives 
verifiable in all human beings, Endo 
suggests rather the extraordinary poten- 
tial and resilience of a religion which 
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CAN'T DAMAGE MY BALL" SO MUCH EASIER" "WE VE GOT CLEAN, SAFE WATER 
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“SAFETY, COMFORT, 
RELIABILITY THAT'S WHAT | GET 


"QUALITY PRODUCTS 
MAKE BETTER BUILDINGS” 


True! Today’s innovators are very clever 
and ATOCHEM is here to help them with 
their chemicals and plastics. 

ATOCHEM can help them to develop 
new safer and efficient products to meet the 


"THE YIELD IS BETTER THAN I'D EXPECTED 





many parts of our lives such as agriculture 
building, cars and trucks, food, health, sport 
and water treatment to name just a few 
ATOCHEM has research centres, pilot 
and production plants which work as close 


needs of everyday life and modern technology. 


Plastics and chemicals from ATOCHEM 
contribute to the continuing development of 


partners with designers and producers. Closc 
collaboration ensures success and opens up 
new avenues for our brilliant inventors 
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“could and should take into account the 
‘darker melodies’ of mankind; sexual 
diversity, eroticism, the sado-masochis- 
tic sources of religion itself.” Yet, as a 
plea for a wider humanity or a more in- 
clusive religion (this is particularly poig- 
nant in the Japanese context, where the 
Christian sense of sin is practically ab- 
sent), itis oddly without hysteria. 
There is nothing in these pages of the 
banal humanising of the reborn” Jesus 


Christ portrayed by Martin Scorsese in 
his controversial film The Last Tempta- 


tion of Christ. The collective psychology 
of the mob at the crucifixion of Christ is 
simply related to the blind rage, the un- 
controllable vortex of the libido which 
exists in every human being irrespective 
of sexual acts themselves. The uncon- 
scious, to Endo, is a verifiable, but 
never fully understood fact of existence. 

Endo’s novel has a similar moral 
symmetry to that of British author Wil- 

m Blake in his book The Proverbs of 

raven апа Hell in that he provides 
an extraordinary memorable “fallen 


GUIDES 


Travellers’ Tibet 


angel” in the person of a Mrs. Naruse to 
guide Suguro on his path to self-know- 
ledge. Naruse is part of the sado- 
masochistic circle around Suguro. 
Other women involved (one of whom 
commits suicide) serve the dubious 
needs of Tokyo's male elite, but there is 
much more to their night games than 
dominating businessmen dressed up as 
babies. 

Naruse is not the only quest figure 
who emerges in this voyage between ex- 
tremes. There is the pursuer, Kobari, 
and the photo-journalist, whose own 
rage is to knock establishment compla- 
cency for a few bucks. Yet none of these 
are schematic figures, borrowed from 
Western literature. Although they 
suggest that there is a world beyond of 
which we know nothing, they are some- 
how believable and human. 


It is a further measure of Endo's art | 
that he makes these symbols of the re- | 


pressed part of the psyche seem to flow 
almost immediately from Suguro's un- 
conscious, to become part and not part 


Tibet by Elizabeth B. Booz. Passport Books, Lincolnville, Illinois. US$9.95. 
Tibet: A Travel Survival Guide by Michael Buckley and Robert Strauss. Lonely 


Planet Publications, Victoria, Australia. А$9.95 (U 


7.95). 


The Tibet Guide by Stephen Batchelor. Wisdom Publications, London. £13.95 


(US$26.95). 


[Эне recent riots in Lhasa, tourism 
in Tibet is still a flourishing indus- 
try, though the total number of visitors 
in 1988 will not match the 40,000 who 
travelled there last year. 

The disturbances, in which Buddhist 
monks and other Tibetans took to the 

eets to protest at China's rule, have 
..2ated a few more obstacles for those 
wanting to visit Tibet. Anyone planning 
a trip is well advised to read about the 
place first. These three books, the most 
widely used travel guides, would not 
make a bad beginning. 

Elizabeth B. Booz begins her book 
Tibet with an excellent short introduc- 
tion to the history and culture of the re- 
es by the late journalist David 

onavia. The rest of the book is, how- 
ever, targeted at the business-minded 
traveller. Explanations are brief, the 
delicate political and historical issues 
are carefully worded and advice on pro- 
tecting one's health is matter-of-fact in 
tone, though it is comprehensive in its 
detail on the subject of altitude sickness. 

The graphics are good and the 
photographs glossy. The guide, though, 
cries out for additional maps — it only 
has one difficult-to-use map of Lhasa. 
Booz’ book is designed for those on an 
escorted tour. 

Michael Buckley and Robert Strauss 
adopt a very different tone in Tibet: A 
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Tibetan outside Potala Palace. 





Travel Survival Guide. Theirs is a book 
for the backpacker and the hippies of 
the road. It is contemptuous of all au- 
thority and adopts a tone — especially 
when referring to the history and poli- 
tics of Tibet — that smacks of snideness 
and gratuitous sarcasm. 


Nevertheless, it has by far the most | 


information of the three books. lt 
covers in detail Tibet's culture, history 


and politics and provides ample infor- | 


mation on hotels, restaurants, shopping 
areas, government regulations, every 
form of available transport and much 
more. The graphics are imaginative and 
the sketch maps so useful that the book 





of him like human and astral projections 
at the same time as if streaming con- 
sciousness rather than ghostly or liter- 
ary webs. 

The same can be said of the professor 
of psychology and the Buddhist priest, 
who speak in TV interviews or during 
invitation lectures (Endo rightly uses 
the media to underpin his theme). The 
professor speaks of masochism to Su- 
guro as something related to a death 
wish and a return to the womb, thereby 
reminding him of his own writer's study. 
The Buddhist expert. meanwhile, 
speaks of the similarity between good 
and evil, of the "seeds of defilement" 
living side by side with the "seeds of pur- 
ity" in the Buddhist unconscious. Both 
views dovetail with the narrative to pro- 
vide a convincing portrait of the soul in 


| contact with its darker side. 


It is an unblinking portrait. In the 
sureness and yet electicism of his vision, 
Endo has added the voice of Catholic 
humanism to other Japanese writers. 

— David Price 





is well worth having tucked in the suit- 
case or rucksack. 

Stephen Batchelor, for his part, is 
not interested in the casual visitor. A 
student of Tibetan Buddhism for 15 
years and a monk for 10, he has written 
what could perhaps be called the "very 
serious" travellers' guide to Tibet. His 
book has limited information on hotels, 
restaurants, shopping, regulations. 

Batchelor's book is so devoted to 
Tibetan Buddhism that the language 
section includes the Tibetan words for 
"I am a Buddhist." Every monastery 
and temple which survived the Cultural 
Revolution (1966-76) is on the list here 
along with descriptions, diagrams and 
maps. There are details about shrines, 
icons, and relics in the order a pilgrim 
will encounter them, and there is à 
lengthy and extremely informative 
"iconographic guide." 

Unfortunately, the book will not be 
of much help to the uninitiated; for 
while it might give an idea on how to 
identify icons, for instance, it offers no 
explanations of how they fit into Bud- 
dhist belief nor their religious signifi- 
cance. Batchelor assumes the reader is 
already familiar with that information. 

Of particular interest in his book are 
the magnificent photographs, especially 
those of Buddhist buildings before and 
after the Cultural Revolution. These, 
and the full page photograph of the 
Dalai Lama, make the book immensely 
popular with monks. 

Since the situation in Tibet is chang- 
ing daily, no book can be fully up-to- 
date. Booz, for instance, has the 
Kathmandu to Lhasa flight still being 
| considered, while Buckley and Strauss 
report that the Karakorum Highway 
from Pakistan is closed to foreigners. 





And, none lists the only Western-style 
| hotel in Gyantse. — A. Tom Grunfeld 
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BUSINESS AFFAIRS COMPANIES 


Seoul set to support troubled shipyard with US$850 million 


A lifeboat for Daewoo 


By Mark Clifford in Seoul 


he South Korean Government has 

agreed to a Won 850 billion 
(US$1.24 billion) rescue plan for 
Daewoo Shipbuilding & Heavy 
Machinery, with most of the aid coming 
from the government, according to 
Daewoo chairman Kim Woo Choong. 
Kim says agreement has been reached 
to recapitalise the huge but debt-ridden 
shipbuilder with a Won 600 billion cash 
injection and to reschedule Won 250 bil- 
lion in loans. 

The government-owned Korea De- 
velopment Bank (KDB) and Daewoo 
will each put up Won 300 billion. The 
Won 250 billion owed to KDB will be 
converted to — dollar-denominated 
loans and paid back after a 10-year 

race period, according to the 

aewoo chairman. "We have almost 
agreed," says Kim, who said in an inter- 
view with the REVIEW that he would 
have no choice but to resign as head of 
the Daewoo group if a satisfactory sol- 
ution was not reached. The agreement 
is close to one that Daewoo had pro- 
posed and which KDB had resisted. 

Government officials insist that 
while they have agreed in principle to a 
rescue package, the details are not set- 
tled. The task of rescuing the shipbuild- 
er from insolvency is complicated by 
the reluctance of KDB to commit any 
more funds to the giant shipbuilder, in 
which it already holds a 33% stake. 
Moreover, the delicate political situa- 
tion at the national assembly, which 
has been looking into corruption and 





Under-powered performer 


forced corporate mergers during the 
government of former president Chun 
Doo Hwan, is slowing down the process 
of arranging a bail-out. 

The government is sensitive to ac- 
cusations that it continues to give spe- 
cial treatment to large business pum 
so it is anxious to have the rescue plan 
publicly debated before it is approved. 
Last month, national assembly lawmak- 
ers harshly criticised former finance 
minister Kim Mahn Jae for his part in 
arranging a series of forced corporate 
mergers in 1986 and 1987. Ministers do 
not want to end up in the witness box at 


DAEWOO GROUP EARNINGS 


Fiscal 
(Won billion) year Turnover Profit 
ends 


31/3/88 
| 31/3/87 
31/3/86 


144.37 
88.13 
56.14 


33.57 
11.00 
2.79 
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Pot-pourri of companies comes under fire for erratic earnings 


ces Korea is a country of over- 
achievers. But even in this land of 
hustling entrepreneurs Kim Woo 
Choong is unusual. The 51-year-old 
head of the Daewoo group has in 21 hec- 
tic years built a US$10 billion business 
group which alone accounts for more 
than 8% of South Korea’s annual ex- 
ports. 

Kim boasts that during the past two 
decades he has never taken a day off — 
only a morning for a daughter's wedding 
à year or two back. He travels compul- 
sively, typically spending more than 200 
days a year on the road. 

"He built up the group with nothing 
but balls," says a long-time acquain- 
tance. That, and a little help from the 








government, which gave him credit and 
the go-ahead to pick up distressed com- 
panies and enter into a wide range of 
joint-venture agreements with foreign 
partners. 

Kim has spent much of the past year 
trying to cultivate business in China, 
Russia and other socialist states. He re- 
cently returned from Hungary, where 
he signed a joint-venture deal to manage 
the Budapest Hilton, form a bank, a 
trading company, and a construction 
company. is business drive has 
dovetailed nicely — and deliberately — 
with the government's desire to develop 
relations with socialist countries. 

Even his detractors consider him a 
virtuoso salesman. But they still wonder 





some future national assembly session 
because of Daewoo. 

“Tm battling for my life," says Kim. 
"| don't ask any favours.” Adds the 
Daewoo chairman: “If the [South Ko- 
rean] people do not understand [the 
situation], I cannot exist as head of this 
group. I must resign." 

Kim says he expects the government 
to forward legislation to the national as- 
sembly in the first week of December 
which would allow KDB to participate 
in the bail-out package. Senior gover 
ment officials, however, say legislati 
is unlikely before the end of the year. 

Company officials say the ship- 
building unit is nearly Won 1.1 trillion 
in debt and its interest costs are ex- 
pected to equal almost 3096 of this 
year's estimated turnover of Won 458 
billion. Losses at the shipbuilder are 
expected to swell by about 2096 this 
year to Won 83.4 billion, according to 
a projection by the Ministry of Trade 
and Industry (MTI). Labour costs 
have risen 57% since the beginning of 
1987 as the company has ceded pay 
rises to a militant workforce. 

Kim is resisting government en- 
treaties to sell off some companies in 
the Daewoo group as part of the res- 
cue package (REVIEW. 10 Nov.). The 
government has asked Daewoo to sell 
its share of the Hilton Hotel it 
operates in Seoul as well as its stakes 
in Korea Steel Chemical Co. and 
Daewoo Investment Finance Cor 
Kim says the government “unde. 


when all this hustle will pay off for the 
group. Even if the government bailout 
of its shipbuilding unit allows the group 
some breathing room, it appears to have 
few sources of strength in emerging in- 
dustries. Daewoo is less a focused busi- 
ness group than a pot pourri of com- 
panies that have been assembled as 
opportunities presented themselves. Ac- 
cording to the Bank of Korea, Dawoo's 
borrowings of Won 7.8 trillion 
(US$11.2 billion) make it the most heavi- 
ly indebted Korean business group. And 
though its turnover was an impressive 
Won 7.1 trillion in 1987, profits were a 
paltry Won 33.9 billion. 

Daewoo has started few businesses 
on its own, preferring to pick up distress- 
ed companies or to go into joint ven- 
tures with foreign firms. While Kim has 
shown his skill at turning around and ex- 
panding these poorly performing com- 
panies, notably the  money-losing 
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stands" that he will not sell the 
Hilton, which is operated as a joint 
venture. 

Daewoo will try to wait a year 
and avoid selling the other com- 
panies, adds the group chairman. 
"This is political," he says. "We are 
not short of money." Kim adds that 
the government would like Daewoo 
to sell companies "because they 
think the pon view is that people 
must see that Daewoo is not only buy- 
ing m anies but will also sell 
them]." The chairman also attacked 
the anti-big business sentiment that 
currently prevails in Seoul. "This 
is a big mistake. In all other Asian 
countries they are now forming 
big business groups in order to com- 
pete." 


Kr: aggressive negotiating style 
has put the government on the 

fensive since problems at the ship- 
-.ilding unit publicly surfaced last 
month. “Не has a bit of a truculent at- 
titude with [regards to] the shipyard,” 
says a lender. “He seems to be saying 
to the government, *you can't screw 
me because Гуе got you by the balls’.” 

Government officials have reluc- 
tantly agreed to the bail-out because 
they fear the political costs of shut- 
ting the shipyard with its 14,000 
workers, as well as the impact of a 
bankruptcy on the Daewoo group as a 
whole. At the same time, they are 

ublicly taking a tough line with 

aewoo, partly because they want to 
cool off the yard's militant work- 
force. As a result, says Kim, produc- 
tivity at the shipyard is at an all-time 
high. 

The MTI has generally supported 
Daewoo's position, while the Ministry 
of Finance has been closer to that of the 
KDB. An MTI internal report which 

is obtained by the REVIEW says that it 
„ unlikely another shipbuilding com- 


Daewoo Heavy Industries which he ac- 
quired in 1976, his business group is 
growing unwieldly. 

At a time when two of Daewoo's 
major rivals, Lucky-Goldstar and Sam- 
sung, аге concentrating on core busi- 
nesses and shedding peripheral ones, 
Kim says that Daewoo will continue 
pursuing its scattershot approach. The 
group will keep a stable of often un- 
related companies and rely heavily on 
joint ventures with foreign partners. 


К” says that a diversified portfolio of 
companies makes sense given South 
Korea's level of technological develop- 
ment. Only after perhaps 20 more years 
will South Korea have the technolog- 
ical base for groups like Daewoo to 
specialise. "Without [controlling your 
own] technology, you can't specialise," 
says Kim. "If we specialised in ship- 
building we'd already be bankrupt." 
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any would want to take over the 

aewoo unit, because of its massive 
problems and continuing labour strife. 
Among non-shipping companies, there 
are few firms large enough to take on a 
unit of this size, the report notes. 

There are also national security con- 
siderations in deciding what to do with 
the shipyard. Daewoo is currently 
building three submarines for the South 
Korean navy, with technical assistance 
from the West German firm How- 
aldstwerke. The West German yard last 
year sold the South Korean navy 


The Daewoo chairman has a stock 
answer for those who criticise the thin 
and erratic earnings performance of his 
companies: he's not doing all this travel- 
ling and empire-building for himself, or 
even Daewoo, but for the country. Kim 
is fond of telling journalists that the best 
thing he ever did for Koreans was to 
make them realise that they can com- 
pete on the world market. Now he 
wants to show Koreans that they can 
make кка products that can compete 
with goods from anywhere in the world. 
Profits will come later; national deve- 
lopment takes priority over private 
gain. 

It is a compelling message from a 
messianic businessman, who gets high 
marks for his trouble-shooting skills and 
his salesmanship. But there are worries 
that, whatever Kim's philosophy, he 

resides over an empire that is becom- 
ing overstretched. None of this would 





the only two submarines in its fleet. 

The Daewoo founder still has high 
hopes for Daewoo Shipbuilding. “This 
company can be one of the most profita- 
ble companies in [South] Korea" within 
three to five years, he says. The turn- 
around will come by raising productivity 
and making more n: ised vessels. 
It also plans to build а factory for a 
new minicar venture which will in- 
volve a technical tie-up with Suzuki 
at its shipbuilding site on Које 
Island, off the  countrys south 
coast. п 


matter as much if there were signs that 
Kim's management style had changed 
to reflect the greater size of the group. 
However, even after a management re- 
shuffle a year ago. Kim has been unwil- 
ling or unable to delegate authority to 
senior executives and mid-level тапа- 
gers who can offset the chairman's 
weaknesses. 

What does Daewoo's future look 
like? Its core businesses are mixed. Tex- 
tiles, which are included in the flagship 
Daewoo Corp., have traditionally been 
the company's traditional profit centre 
and have provided much o the funding 
for Daewoo's other ventures, but the 
more than 20% appreciation of the won 
in the past two years makes the future of 
that business less promising. Kim says 
that he plans to start shifting the textile 
business to China. 

In the car business, while Hyundai 
Motors is racking up record earnings, 
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voo: Motors is stuck in. 

ne. The company went from a profit of 

Won 3.3 billion in 1986 to a loss of Won 

5.3 billion last year. During the first half 

“of this year the company lost some Won 
50 billion, though Kim claims that a 
strong second half will allow the unit to 
break even for the year. 

Daewoo. Motor's profits have been 
hammered by. heavy interest costs, 
which tripled from Won 17 billion in 
1986 to Won 51.2 billion last year. The 

-carmaker's outstanding debt at the end 
of last year was Won 652 billion. The 
“company has aggressively added pro- 
< duction capacity, but slow sales have 
left its new plant on the outskirts of 
= Seoul, running at half-throttle. 
« Labour troubles, both at the car- 
"maker and at its suppliers, have been 
. partly to blame this year and last. But 
Daewoo must also worry about its 


INDUSTRY 


By Rodney Tasker in Manila 
Groene bitterness between phar- 

maceutical companies — particu- 

Лапу foreign multinationals — and the 

“Philippine Government over the im- 

plementation of a national drug policy is 
sowing depression and uncertainty in 
one of the country's more lucrative in- 
dustries. 

The companies, predominantly for- 
© eign owned, feel the government is un- 
duly nationalistic and naive in adopting 
an increasingly Philippines-first attitude 
towards an industry which currently em- 
> ploys about 20,000 workers. But gov- 
ernment officials, politicians and the 
local media say drug companies are 
making excessive profits, dumping 
questionable drugs, and are now 
preaching the status quo in a market 
which is virtually unregulated. 
President Corazon Aquino's na- 

“tional drug policy, which she announced 

"ih April 1987, aims to make safe, afford- 

"ble. effective drugs of high quality 

“widely available to Filipinos — 30% of 

whom cannot currently afford to buy 

"medicine. In order to monitor more ef- 
fectively a market where more than 

12,000 drugs are on sale, the govern- 

ment has upgraded its Bureau of Food 
and Drugs, with a US$12 million pac- 

kage of new laboratories and an ambiti- 
ous staff-training scheme. 

“ The government's cracsuown on the 
pharmaceutical companies comes in 
three waves. First, it is compiling a na- 

“tional list of essential drugs which will 

. outlaw those drugs deemed non-essen- 

tial, non-effective or harmful to health. 

Secondy, it wants to promote a policy of 

self-sufficiency in an industry which im- 


the slow | 














Royale model, which has been à 
bestseller in the domestic market but 


is facing stiff competition from Hyun- | 


dais new Sonata model. Worse, Le- 
Mans sales overseas have been slower 
than anticipated since the first models 
were shipped to the US in June, last 
year. 

The brightest spot in the Daewoo 
portfolio is the securities arm. By far the 
biggest of South Korea's 25 brokers, the 
securities arm's 2,000 employees helped 
the company rack up a handsome Won 
33.5 billion profit in the year ending in 
March. This year promises to be even 
rosier, thanks to record trading volume. 
Daewoo is also an adviser to the New 
York-listed Korea Fund. Coinciden- 
tally or not, Kim Woo Choong has held 
on to the largest stake, 11.6% at the end 
of last year, apparently his only signfic- 
antstake in any of the group companies. 


Manila's bitter pill 


_ Philippine drug policy prompts protests from foreign firms 


ports 90-95% of its raw materials. Fi- 
nally, both houses of the Philippine 
Congress have passed legislation which 
became law in September, and takes ef- 
fect in February 1989, which requires 
labelling, prescription and dispensing of 
drugs under their generic name. 

It is the generic law that worries 
pharmaceutical companies the most, 
since it means they will have to dis- 
play the name of the basic chemical 
ingredient of their products, the 
generic name, more prominently than 
brand names. For example, common 
drugs such as paracetamol and ampicil- 


lin will have to be labelled and pre- | 
scribed as such, cutting out the phar- | 


maceutical companies’ brand-name ad- 
vantage. 

The government thinks this will re- 
duce drug costs by as much as 30% , be- 
cause drug companies charge more for 
brand-name products to offset advertis- 
ing costs, quite apart from earning 
monopoly profits, But industry sources 
claim that similar policies in Pakistan 
and Bangladesh failed because un- 
scrupulous small-time operators loaded 
drugstores with drugs of questionable 
quality. Brand names, the companies 
argue, are an assurance of quality and 
effectiveness — if at a price. 

The Philippines is a particularly 
brand-name oriented market. As one 
foreign industry source remarked: "In 
most parts of the Philippines, the 
generic name for toothpaste is Colgate. 
Rodolfo Salazar, president of the Drug 
Association of the Philippines (DAP), 
which represents 46 foreign multina- 
tionals and 33 Filipino companies, told 
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Daewoo Electronics appears to have 
a mixed outlook. Although turnover 
and profits have increased rapidly over 
the past several years, analysts at 
Daishin Securities note that the com- 
pany depends on consumer electronics 
and electric products, such as TVs, 
VTRs and microwave ovens, for 80% of 
its business. The company is also heav- 
ily dependent on exports to the US, with 
North American sales making up 60% 
of turnover. 


aewoo says it wants to start making 

more industrial electronics and that 
it plans to begin producing semiconduc- 
tors for the merchant market, perhaps 
through a technical tie-up with a foreign 
partner. Park Sung Kyou, president of 
sister company Daewoo Telecom, says 
that his unit will invest a minimum of 
US$500 million in semiconductor pro- 


the REVIEW the law may simply benc... 


| drug retailers and their small time 


suppliers, who might push different pro- 
ducts with the same generic name at the 
expense of the bigger manufacturers. 
“It means profits will shift from one sec- 


| tor to another,” he said. 


Such talk annoys the architect of the 
policy, Health Secretary Alfredo 
Bengzon, who is a well-trusted member 
of the Aquino cabinet with a nationalist 
image. He is also a medical doctor, and 
he told the REVIEW that he was proud of 
a drug policy which would start to regu- 
late a pharmaceutical industry that has 
enjoyed many years of free-wheeling. 

He counters moans, mainly from the 
52 foreign multinationals (39.5% of 
whom are US-based), that he was bent 
on too much government control, by 
talking of “unconscionable profits in the 
industry — we can't stand for that." He 
said he was puzzled by complaints from 
drug companies and is "very irritate 
when described as a nationalist. 

Bengzon said: "It [the generic act] is 
not anti-business. It should stimulate 
manufacturers to be more creative in 
their marketing." 


E addition, the approved drug list 
should whittle down the number of 
drugs on sale to more rational levels. 
The World Health Organisation, he 
said, has identified 250 drugs needed 
“to save life and limb." Industry sources 
say this list was never meant to be re- 
strictive, and that while there could be 
an essential-drugs list for the public 
health service, the private sector should 
be free to offer doctors and pharmacists 
a wide choice of drugs to recommend to 
consumers. 

Bengzon, whose sincerity is not in 
doubt, is treated with suspicion by many 
in the industry. He has clashed with the 
American Chamber of Commerce in 
the Philippines (REVIEW, 25 Aug.) over 
his perceived bias. against foreign drug 
companies. His basic response is that 





BDECEMBER 1898. e. FAR EASTERN ECONOMIC REVIEW 












duction technology over the next two 
years. 

Daewoo Heavy Industries, the com- 
pany that Kim turned around more than 
à decade ago, is putting much of its fu- 
ture hopes in aerospace and defence in- 
dustries. Although aerospace is a margi- 
nal part of the company's business, 
which remains concentrated on heavy 
industrial equipment, such as forklifts 
and rolling stock, executives have high 
hopes for it. 

Daewoo Heavy already does assem- 
bly work for major international aeros- 

ace companies, including Boeing and 

ritish Aerospace. But it was snubbed 
when it lost out to Samsung as the lead 
contractor for the FX fighter program- 
me (REVIEW, 9 June). It has high hopes 
riding on the bet that its joint venture 
with Sikorsky will land a multi-billion 
contract for military helicopters. 


———— ÓáÁ——— M ——À——————————————n—n—n Í—» 


ше companies have had it too good for 
too long and have not had the Filipino's 
interests at heart, while making large 
profits. 

Pharmaceuticals is undoubtedly à 
rofitable business in the Philippines. 
esponding to charges in the locii press 

that profits have been excessive and 
drug prices too high, the DAP points to 
à survey that showed the gross revenue 
of 41 major companies in 1987 was 
P.12.5 billion (US$584.9 million), with 








Daewoo's close relations with the 
government, especially under the re- 
gime of former president Park Chung 
Hee, have helped it pick up distressed 
companies. These have included 
Daewoo Heavy Industries, Daewoo 
Motor and parts of Daewoo Electronics 
and Daewoo Securities. Those relations 
have also helped guarantee access to 
credit. Now, Daewoo finds that ties 
with the government can cut both ways. 

A solution to the financial crisis at its 
shipbuilding unit is complicated by the 
fact that opposition politicians are un- 
happy at favours they think that 
Daewoo has received in the past from 
the government. As a result, the gov- 
ernment, which in the past has helped 
Daewoo and other large groups through 
preferential access to funds, cannot be 
seen to give any special treatment to 
Daewoo. 


industry's return on sales in 1985 was re- 
corded at a modest 8.7%, individual 
companies’ return on capital has been 
estimated by some sources to average 
more than 20%. 

There are 31 pharmaceutical com- 
panies in Business Day’s list of the top 
1,000 corporations in the Philippines. 
While 6095 of the drug market has been 
cornered by the multinationals, the 
most successful manufacturer is а 


Filipino company, United Laborato- 
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after-tax profits of P1 billion. Drug 
sales comprised less than 2% of GNP, 
according to the survey. Current sales in 
the industry are estimated to be well 
over P 10 billion a year. 

The DAP figures also showed that 
drug prices had increased by an average 
14% from 1978-85, compared with an 
average consumer price index of 18.9%. 
But this took no account of substantial 
price rises by the industry since 1985, as 
companies anticipated possible govern- 
ment price controls. Similarly, while the 


FAR EASTERN ECONOMIC REVIEW ө 8 DECEMBER 1988 


ries Inc. (Unilab). Unilab had revenues 
last year of an estimated P2.29 bil- 
lion, and is a multinational in its own 
right with operations around Southeast 
Asia and Nigeria. Industry sources esti- 
mate it has 21% of the Philippine mar- 
ket. "That is a hell of a market share 
by any standards," one source com- 
mented. 

Unilab has been one of the most voc- 
iferous critics of the government's 
generic policy, since it has many strong 
brand-name products in the market. Al- 


لے 





According to chairman Kim, Daewoo 
will raise the funds it needs for capital 
expansion for its electronics, car, and 
heavy industry ventures in the equity 
market. "Government credit control is 
a past story.” he insists. Kim reckons 
that Daewoo can raise US$1 billion a 
year in equity financing for the foresee- 
able future. "We can raise whatever 
funds we need." He also believes that 
South Korea's macroeconomic situa- 
tion points towards lower interest rates. 

So Daewoo, nurtured by the govern- 
ment, has now grown large enough that 
it has little need for its former protector. 
In fact, says Kim, business should be- 
come more aggressive in asserting its in- 
dependence from the government, and 
corporate chairmen should be more 
outspoken in their attempts to promote 
business as ап independent interest 
group. — Mark Clifford 


though some industry sources think its 
astute marketing tactics will enable it 
to overcome any generic-law disadvan- 
tages, others think it could be vulner- 
able because it produces more widely 
used drugs, rather than the foreign 
multinationals' more specialised 
ranges. 

For the moment, the foreign com- 
panies are envious of Unilab's con- 
tinued success. Overall, the multina- 
tionals are concerned that the govern- 
ment may be poised to favour local com- 
panies at their expense under the na- 
tional drug policy. Having ushered in a 
generic act, the government is commit- 
ted to a goal of self-sufficiency in the in- 
dustry. And that means encouraging the 
growth of a Filipino industry manufac- 
turing the basic chemical raw ingre- 
dients which at the moment have to be 
imported. Drugs manufactured locally 
from mainly imported active ingre- 
dients supply an estimated 80% of the 
Philippine market. 

Aquino seems optimistic about such 
a programme. In June she told local 
drug manufacturers: “You are part of 
what is now an infant local pharma- 
ceutical industry . . . I have no doubt 
that we can have a fully grown industry 
that will be a true resource for self-re- 
liance.” But many in the industry feel 
this is unrealistic at the moment, given 
the lack of a basic petrochemical indus- 
try in the Philippines and a shortage of 
chemists. 

One sore point among both foreign 
and local drug companies is the 
monopoly granted to Chemfields, a 
state-run company, to manufacture am- 
picillin and amoxillin. They complain 
that the two antibiotic chemicals which 
they are forced to buy from Chemfields 
cost more in the Philippines than on the 
world market. The multinationals claim 
that if the Philippines is serious about 
manufacturing its own raw materials for 
drugs on a wider scale, prices will be 
similarly high unless the industry 
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an estimated US$5. billion in 1986 
alone. 


panies is one little-publicised clause of 
the generic act dealing with government 
powers to import the raw materials for 
drugs in short supply in the Philippines. 
The clause allows the Department of 
Health to import these, but only for the 
use of Filipino-controlled drug com- 
panies to market drugs under generic 
names. Furthermore, these raw mate- 
rials may be tax- and duty-free. This 
clause does little to reassure the multi- 
nationals they will be allowed to con- 
tinue to operate in a free market envi- 
ronment. 








































О fundamental complaint among 
some multinationals in the Philip- 
pines is that the government's plans, 
тапа attitude towards the industry, 
create an uncertain investment environ- 
«^ ment. As DAP's Salazar pointed out to 
the REVIEW, several multinationals 
"have over the past year told local mana- 
gers that they were holding back funds 
. earlier earmarked for expansion or up- 
* grading of their Philippine plants. “The 
government is adding too many new 


. uncertainty is compounded by the gen- 
eral uncertainty about political and eco- 
nomic stability in the Philippines. 

There are also bills pending in both 
the senate and the house of representa- 
tives either to abolish or reduce the use 
of patents by multinationals. A patent 
. period is one way a drug company can 

fione to recoup its research expenses. 
: Although industry sources expect 
"saner heads" to prevail in both houses 
and throw out the bills, it is possible that 
the nationalist theme might prove polit- 
ically attractive to congressmen. “If 
they pass a patent-abolition law, there is 
no doubt that we will pull out,” one mul- 
tinational executive commented. Most 
multinationals have been operating in 
‚ the Philippines for 25-30 years. 

The DAP has written to Bengzon 
suggesting alternative ways of achieving 
what it agrees is a desirable goal of cut- 
ting drug prices and implementing more 
stringent regulations to avoid undesira- 
ble drugs being dumped on the coun- 
«tryd has appealed for cuts in some im- 
“port, duty and sales taxes which the in- 
dustry has to рау, claiming that this 
‘could reduce prices by up to 20%. 

“It has offered to supply certain basic. 
essential drugs to the government in 
bulk at virtually cost price, for distribu- 
tion through the public health service. It 
. has asked that generic names on drug 
containers be simplified and run side- 
Вузе with brand names to avoid con- 
"fusion and giving opportunities to irres- 
ponsible pharmaceutical outlets. So far 
the Health Department has not re- 
sponded, and an atmosphere of mutual 
uspicion remains. 











is subsidised. Pharmaceutical те- 


Prescription for success 


search is costly, costing US companies - 


Another worry for the foreign com- | 


Manila, 


“rules to the books," Salazar said. This, f 





ч | three years. 


Filipino-owned Unilab holds multinationals at bay 


By Jose Galang in Manila 


n an industry dominated by foreign | Hongkong, Panama and the Dutch 


multinationals, Philippine market- 
leader United Laboratories Inc. (Uni- 
lab) is regarded with both respect and 
jealousy for its firm hold on about 20% 
of annual pharmaceutical sales in the 
country. 

A Filipino-owned company, Unilab 
is often cited by management experts as 
a local model for multi-product opera- 
tions, with a marketing system that 
quickly adapts to changing consumption 
patterns. However, its success is also 
tainted by past political connections be- 
tween the company’s chairman, Jose 
Yao Campos, and deposed president 
Ferdinand Marcos. 

Among known Marcos associates, 
Campos was the first to admit having 
fronted for the former president in sev- 
eral business ventures. Campos, a god- 
father to Marcos’ only son, has named 
at least 28 companies that he set up in 
and another half dozen in 


ECONOMIES 


The Zia legacy 





Antilles, on behalf of Marcos. Campos, 
however, has consistently insisted 
that Marcos never had any holdings in 
Unilab. 

Unilab officers respond to criticisms 
that Unilab's rise was due to "crony" 
ties with Marcos by stressing that the 
company gained market leadership as 
early as 1961, or four years before Mar- 
cos was elected president. 

Nonetheless, Unilab did benefit 
from a 1969 policy laid down by the 
Marcos administration giving priority to 
Filipino companies in the government 
drug procurement programme, because 
Campos’ firm was the best equipp 
then to fill that demand. 

Unilab has since supplied some 80% 
of total government drug purchases, 
though as a client the government ac- 
counted for just 10% of Unilab’s annual 
sales. 

Unilab’s present corps of managers 





Next Pakistan government will inherit a host of problems 


By Hamish McDonald in Karachi 
pies new government will in- 
herit a legacy of grim economic 
problems, including a largely state-con- 
trolled financial sector burdened with 
huge but undisclosed levels of bad debt, 
à bureaucracy whose best brains despair 
of any government — civilian or mili- 
tary — taking tough economic deci- 
sions, and an ingrained culture of tax 


| evasion. 


Under the regime of the late general 
Zia-ul Haq such deep faultlines were 
hidden by favourable political and eco- 
nomic surroundings. Pakistan's role asa 
frontline state in the Afghanistan war 
brought large amounts of civilian as well 
as military aid. Its trade account bene- 
fited from low oil prices and in latter 
years high prices for the main export 
commodity, cotton. Employment for 


unskilled labour in the Middle East took | 
remittances towards US$3 billion a year | 


at peak. 

This permitted fiscal laziness, as a 
senior government economist in the 
capital Islamabad admits. "Foreign aid 
became a substitute for domestic sav- 
ings," he said. "It's very difficult to do 
something like tax agriculture. It's very 
easy to get foreign aid.” The budget def- 
icit has been 8-9% of GDP for the past 















Tax evasion is a big business. The 
National Taxation Commission esti- 
mated in December 1986 that economic 
activity not noted in the national àc- 
counts, the underground or black econ- 
omy, totalled about US$10 billion, th 
equivalent to one-third of official GB. . 
The commission calculated that tax 
evaded was 263% more than tax paid in 


| the 1984-85 year. 


The commission made several rec- 
ommendations, but it was not until 
after prodding from the international 
banking agencies (REVIEW, 16 June) 
that Zia's interim government promised 
in its budget for 1988-89 (July-June) to 
extend the tax net and toughen penal- 
ties for evasion, raising revenue 1396 
above what would otherwise have been 
received. Whether the outgoing govern- 
ment would have met its targets, or 
abandoned them like so many other 
plans before, will never be known. 

Former finance minister Mahbubul 
Haq had been forced to drop a move in 
1986 to rectify the most glaring gap in 
fiscal policy, the exemption from in- 
come tax of the rural sector, which ac- 
counts for some 26% of GDP. In his 
latest budget, Haq took the ingenious 
step of "clubbing" agricultural income 
with other earnings, to at least tax non- 
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P aol the respect of their competitors in 
the industry. Howard Dee, who took 
over from Campos in 1979 and now 
holds the vice-chairmanship of the 
board, is also the Aquino administra- 
tion's ambassador to the Vatican. 

The company reported total sales of 
P2.29 billion (US$107.2 million) in 
1987, the highest in the industry and 


petitor. Unilab markets some 500 pro- 
ducts, including antibiotics, antihyper- 
tensives, vitamins-minerals, cough-cold 
remedies, somatics, analgesics, anti- 
pyretics, digestive enzymes апа 
hematinics. 


dos over many of its com- 
petitors which have foreign parents. 
Surveys show that Unilab products are 
usually priced lower than their com- 
etitors drugs. This is because the com- 
ny is not burdened with “transfer 
icing” which has long been acknow- 
ledged as a factor behind high costs of 
pharmaceuticals in the Philippines. 
Because Unilab operates indepen- 
dently of any foreign multinational, it 
procures its raw materials from the 
world market at considerably lower 


















farm income at a higher marginal rate. 
` If this is enforced, it would discourage 
the widespread practice among elites of 
attributing income to farming and ex- 
penses to non-rural activity. 

It is hard to see that a Pakistan 
People’s Party (PPP) government under 
Benazir Bhutto could be any tougher. 
The PPP includes little proven eco- 
nomic talent in its parliamentary team, 
but an assortment of “feudal” landlords 
with vested interests against tax reform. 
The party’s written platform skirts the 
issue of taxing the farm sector, In addi- 
n, Bhutto is likely to face a hostile 
-© SZovernment in Punjab, the largest pro- 

vince, which might be only too happy to 

stir up rural unrest. 


T 








he PPP will also be timid about 
bringing charges for state-provided 


advocated by the World Bank and many 
other outside advisers. 

Zia's attempt to apply an Islamic 
form of taxation, the zakar social wel- 
fare levy of 2.5?6 annually on savings, 
has likewise met widespread evasion. 
There is a massive movement of funds 
out of accounts when the tax is assessed 
at the end of the fiscal year, and many 
individuals simply declare themselves 
Shia Muslims, who are exempt. 

But if the new government is to at- 
tack Pakistan's most threatening weak- 
nesses — a population growing at 3.196 
a year, and a literacy rate of about 25% 
— it will have to pursue tougher tax col- 
lection policies, and limit spending on 
economic services. Getting more of the 
183 state-owned autonomous corpora- 





services closer to cost — a measure long | 


33% more than that of its closest com- | 


nilab claims an edge on pricing and | 











prices. Under the "transfer pricing" 
practice, a local affiliate of a foreign 
drug multinational "i 
own mother company raw materials at 
prices higher than those prevailing else- 
where, resulting in excessive prices of 
the finished products," Unilab Says. 

In terms of manufacturing effi- 
ciency, industry leaders say Unilab has 
become "a role model for multi-divi- 
sional operations," under which various 


products are handled by separate divi- | 


sions. Another local industrial giant 
also known for its success with such a di- 
visional setup is San Miguel Corp., but 
lately it has faced growing pressure to 
spin off certain operations into separate 
companies. 

The flexibility of Unilab's marketing 
operations has been demonstrated dur- 
ing several blips in regional economics. 
helping sustain sales growth. For in- 
stance, in 1987 during a slump in key 
markets near the US military facilities at 
Angeles and Olongapo cities (where 
base personnel had been restricted to 
the bases because of security threats). 
Unilab shifted focus to other provinces 
where consumers were benefiting from 
a strong recovery in prices of coconut 
products, 


imports from its | 












| Unilab also has either licensing ar- 
| rangements or joint ventures with Impe- 
| rial Chemical Industries and Beecham 
| Laboratories of Britain, and G. D. 
| Searle and Schering of the US. It also 
| has operations in Hongkong, Singa- 
| pore, Malaysia, Indonesia and Thai- 
| land. 

Company officers also point to its т 
| Search and development. ci 
| scribed as one of the most so 
laboratories in Asis 
facturing and:qual 
portant innovation i 
manufacturing sector. 

Most of лар 
branded generic drug 
likely to be hurt by ne 
policies on labelli 
products. For 
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tions into either a self- s 
financing state, or pri- 
vate hands, will be one 
method. б 
While managers of? 
the Karachi Stock Ex- 5 
change say the market 
can cope with an exten- 
Sive privatisation pro- 
gramme, few bankers 
expect a rush. Several 
state enterprises are 
profitable and are the 
most likely candidates 
for partial privatisation 
— principally Pakistan 
International Airways 
and the five commer- 





Zia: protected by aid. 

















cial banks nationalised 
in 1974 by the late Zulfikar Ali Bhutto. 

Financial deregulation needs to be 
the forerunner of any sale of bank 
equity. The five banks are handicapped 
by restrictions on lending and very high 
Statutory reserve requirements (which 
puts 3076 of deposits into low-interest 
government securities). In addition, the 
banks are subject to extensive political 
manipulation, because allocation of 
bank credit is part of the customary pa- 
tronage of government. 

Lax supervision by the State Bank of 


Pakistan (the central bank), unfulfilled | 
public investment demands, and poor | 


credit management by the banks is shown 
in two widely discussed financial scandals. 

A phenomenon last year was the 
rapid expansion of private finance com- 
panies, which are estimated to have 


taken Rs 10 billion (US$550 million) in | 


deposits on the strength of extremely 


| 
i 
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have yet to be felt. Business sour 

the five Pakistani commercial ban Es 
threatened by their massive over ` 
financing of investments in cotton tex- 
tile plants. Over the past two years, en- 
trepreneurs have been able. with the 
help of false invoices from the mostly. 
Japanese machinery suppliers, to fun 
not only the debt portion of their inv 
ment but also the supposed "equity 
pone About 150 plants are thought tó 

ave been financed already, with a tat 

capacity well in excess of Pakistan 
quotas in its foreign markets, With such 
clear oversupply, these are unlikely to 
be sound investments. As the owners 
have no real equity and therefore no 
pressing commitment, it will be the 
banks that will be left holding the even- 
tual burden. 
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e Set up your manufacturing unit in 


Pakistan's Export Processing Zone бом at 
and reap greater profits. 
e You can also set up International © , E | 
Distribution Centres for a ista n © : 
undertaking warehousing & trading | 0000 


activities, 


9 
d M S Reap the fruits 
markets. 


€ Located on international air and 


um: of your venture 


e The Pakistan EPZ offers an 
efficient one-window service to 


e 
help you set up your industry worldwi e 
quickly. e 


e Simplified procedures. 


è Physical infrastructure ready to 
start units. You have 
immediate connection with all the 
necessary utilities such as power, 
gas, water, telephone & telex, 


e A cheap and hard-working labour 
force, greatly, brings down your 
production cost. 


e There are production-oriented 
labour laws in the Zone ensuring 
that there are no labour problems. 


e Youcan fully own a project or 
have a joint venture with a non- 
resident Pakistani in any 
proportion. You can also have a 
joint venture with a resident 
Pakistani. The equity of a resident 
Pakistani will not exceed 4096 of the 
total capital cost. 


© Foreigners and non-resident 
Pakistanis can repatriate their 
Investment, Dividend and Profit 
upto 100 percent. 


@ There is complete exemption 
from the corporate tax 
upto the year 2000 AD. 


@ There are no restrictions on the 
employment of foreign expatriates 
whose salaries will not be taxable 
for five years. 


@ You can also export to Pakistan, 
subject to the Import Policy of the 
country. 





For details, please contact: 


Investment Division 


Export Processing Zones Authority 


Landhi Industrial Area Extension, Mehran Highway, P.O. Box 2022, Karachi-54 (PAKISTAN) 
Telephone: 211177- 738014 and 219394 Telex: 25692 EPZA PK, 25762 KEPZ PK. 
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Indonesia turns to coal 


Export prospects attract foreign mining groups 


By Michael Vatikiotis in Jakarta 
s falling oil prices continue to bur- 
den Indonesia's economy, coal is 

emerging as the new hope for the coun- 

try's beleaguered hydrocarbon sector. 

Mines and Energy Minister Ginanjar 

Kartasasmita said recently that, while 

Indonesia was set to become a net oil 

importer within 30 years, "coal is ex- 

pected to replace oil as a major foreign- 
exchange earner." 

When a major new open-cast mining 
project in East Kalimantan reaches full 
production in 1993, it should make In- 

леѕіа a major regional coal exporter. 

mand for coal imports is expected to 

increase by up to 10 million tonnes a 

year in the Asean region, and Indonesia 

is in a good position to exploit it. 

The East Kalimantan project is à 
US$500 million 50-50 joint investment 
by British Petroleum and Consolidated 
Rio Tinto Australia. The operating 
company, Kaltim Prima, has a contract 
with the state coal company, Tambang 
Batubara, to mine high grade coal for 
export. 

Under the contract, Tambang 
Batubara will receive royalties on the 
value of exports, and there is a provision 
for the transfer of shares to Indonesia. 
Although mining is already under way, 
the consortium still awaits final consent 
from Batubara. 

The coal is high grade steam coal, 
which is expected to sell at current 
prices for USS30-40 a tonne. At full pro- 
duction Kaltim Prima hopes to produce 
7 піШоп tonnes a year — a significant 

lition to Indonesia's gross non-oil ex- 
port earnings. Trial shipments of the 
coal have already been sent to Holland, 

Japan and Hongkong. and long-term 

contracts are under negotiation. 

This and other projects in the 
pipeline are likely to boost an in- 
dustry that has lived in the shadow 
of oil exports since the early 1970s. 
Coal was the important fuel in In- 
donesia before, World War II, but 
thereafter, oil became the coun- 
trys main source of revenue and 
coal production declined. It took 
the first oil-price shock in 1973 for 
Indonesia to realise that coal was 
the only viable alternative to oil, 
which at that time supplied almost 
all the country's domestic energy 
needs. 

So far, the resource has hardly 
been exploited. Although proven 
reserves are estimated at 1.73 bil- 
lion tonnes, production in 1988 is 
not expected to exceed 4.5 mil- 
lion tonnes. Exports currently 
stand at a meagre 760,000 tonnes. 
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Indonesia last year im- 

rted more than 1 mil- 
ion tonnes of coal from 
China and Australia, 
most of which was used 
to produce electricity 
and cement. 

The director-general 
for mines at the Minis- 
try of Mines апа 
Energy, Soetaryo Sigit, 
told the REVIEW that 
the main obstacle to de- 
veloping a coal industry 
had been the low cost 
of importing it. That 
advantage is on the 
wane. The coal In- 
donesia used to im- 


| Kalimantan, 


Ginanjar: no masterplan. 
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except one in Central 
Sumatra. 

Apart from generating export earn- 
ings, the government is also looking at 
using coal instead of oil in the domes- 
tic energy sector. Attention has fo- 
cused on South Sumatra, where the 
Bukit Asam Mine already supplies the 
recently built Suralaya 
coal-fired power station 
(consisting of three 400 
mW units) in West 
Java. At present the 
plant needs about 3.3 
million tonnes of coal a 
year. According to the 
state electricity corpo- 
ration, PLN, this will 
rise to more than 4 mil- 
lion tonnes after a 
fourth unit comes 
onstream in mid-1989 

Almost USS230 mil- 
lion worth of overseas 
aid and loans has 
poured into the Bukit 
Asam-Suralaya power 
development project. 





port from Australia at 
US$31 a tonne, now costs US$10 more a 
tonne. The rising cost of coal on the 
world market has, he said, acted as an 
important catalyst for the Kaltim Prima 
project. 

An Australian mining executive 
from Multi Harapan Utama, which 
mines coal for export from East 
Kalimantan, said coal prices were rising 
because 20 mines had been closed in | 
Australia and output from South Africa 
had dropped 6 million tonnes. But he | 
stressed that mining coal in Indonesia 
was less cost effective than it should be 
given the advantages of lower labour 
costs and the lack of restrictive work 
practices. 

This does not seem to have discour- 
aged foreign investors. The govern- 
ment, through Tambang Batubara, has 
signed at least 10 coal-mining contracts 
since 1981. Nine of these are with for- 
eign mining companies: all are in East | 
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New developments in- 
clude an Air Laya Pit mine, an im- 
proved 420-km railway from the mines 
to Taharan, where a 2.5 million tonne 
capacity coal terminal costing US$72.8 
million was opened in November 
Soetaryo believes these develop- 
ments and access to geo supplies 
from East Kalimantan should bring a 
haltto all coal importsin the near future 
But just how committed the govern- 
ment is to developing coal as the princi- 
pal source of domestic energy produc- 
tion remains to be seen. Officials at the 
Department of Mines and Energy esti- 
mate that by the mid-1990s, 2,900-3,600 
mW will be coal generated. The plan is 
to reduce the proportion of oil-based 


| power generation from around 60% 


today to 44% in 1990. 

However, recent extensive  dis- 
coveries of natural gas resources 
offshore have stimulated interest in gas- 
fired electricity generation. Foreign 
contractors are already bidding for a 
new gas-fired plant in Gresik, East 
Java, and there is some question 
over whether a planned plant at 
Paqiton, also in East Java, will be 
gas- or coal-fired as originally plan- 
ned. 

Energy experts point out, how- 
ever, that much of the gas lies too far 
offshore to be cheaply piped to Java 
— the main customer 

There appears to be no master 
plan covering the country's energy 
needs. “The government 15 trying to 
put together an integrated energy 

olicy." said one foreign expert, 
adding that the long-term view will 
almost certainly be to balance 
sources of energy used for power 
generation — a luxury resource-rich 
Indonesia has but cannot afford to 
abuse. п 
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Business as usual 


Guangdong resists Peking's efforts to slow growth 


By Louise do Rosario in Canton 

anton and Peking are engaged in a 

tug-of-war over which way the 
southern province of Guangdong 
should head. Officials in Canton want 
even faster economic growth, but the 
central government in Peking wants 
Guangdong to slow down. 

The province is likely to win this war 
— it has sufficient local resources to 
generate modest growth, despite na- 
tional austerity policies Peking intro- 
duced in September in an attempt to 
brake China's fast-growing economy 
(REVIEW, 20 & 27 Oct.). Some sectors 
will be hit, such as state factories, pro- 
cessing industries and planned invest- 
ment, but others will maintain their 
growth momentum. 

Central goverment efforts to apply 
the brakes to the economy are seen as a 
test of political will between the central 
and local governments: Peking wants to 
use macroeconomic controls to curb 
growth, but local authorities all over 
China want unhindered expansion. 
For Peking, this test is toughest in 
Guangdong. None of the other pro- 
vinces has as much money, flexibility, 
courage and experience as Guangdong 
in resisting Peking's orders. 

During the last squeeze of 1985-86 
(after runaway growth in 1984), in 
Guangdong Peking had only to crack 
down on motor-vehicle import rac- 
keteering on Hainan Island (now a pro- 
vince in its own right) and speculation 
on foreign exchange and popular con- 
sumer goods in the Shenzhen special 
economic zone to cool down the frantic 

ace. This time, local morale at all 
evels is high and will be more resistant 
to central-government policies. 

In the Pearl River Delta, the eco- 
nomic heart of Guangdong, there are 
hundreds of new factories, employing a 
lot of temporary workers from other 

rovinces. Orders keep flowing in from 

ongkong, from where much of the in- 
vestment to build the new factories has 
come. The delta's so-called Four Tigers 
of Dongguan, Zhongshan, Shunde and 
Nanhai counties, encouraged by their 
recent economic success, cannot wait to 
further flex their strengthened eco- 
nomic muscle. 

Peking has more political than eco- 
nomic leverage over Guangdong. but 
even this is weakening. Decentralisa- 
tion has probably gone further in the 
province than in any other, with coun- 
ties and townships enjoying wide-rang- 
ing autonomy over economic develop- 
ment. Lin Ruo, Guangdong's com- 
munist party boss, will have great diffi- 
culty, even with full backing from Pe- 





king, trying to convince ambitious 
lower-level party bosses that a slow- 
down is good for them. 

The province is also personally back- 
ed by party secretary-general Zhao 
Ziyang who worked there from 1955-65 
and again in 1972-75, eventually rising 
to the post of provincial party secretary. 
Zhao has frequently used Guangdong's 
prosperity as evidence that his reform 
programme works with more rather 
than less liberalisation. 

Early this year, Guangdong was 
hailed as the national model for market- 
oriented reform and was given the man- 


GUANGDONG LEADS THE FIELD 
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date to complete most government- 
scheduled reforms within three to five 
years. Basking in national acclaim, the 
Guangdong economy boomed with re- 
cord growth in industry (33% up in the 
first nine months), capital construction 
(55% ) and retail sales (43% ). The retail 
price index for the first eight months in 
Canton — the provincial capital — also 
grew 23% on a year-to-year basis, the 
second highest among China's cities 
after Jiangxi's provincial capital of Nan- 
chang. 

Although the ambitious growth pro- 
gramme is officially postponed, the go- 
getting spirit of Guangdong is still alive. 
Local officials are parroting faithfully 
central directives to slow down activity, 
but are acting to the contrary. In early 
November, Lei Yu, a vice-mayor of 
Canton, said while there should be a 
slowdown in the domestic economy, 
development of Guangdong’s c% 
ward-oriented economy sho 
be accelerated — а user 
formula to allow continued 
growth without clashing head- 
on with Peking's austerity pro- 
gramme. 

At city, county and township 
levels, the resistance is more ob- 
vious. "The slowdown should 
not apply to us," said Yao Jinbo, 
a vice-mayor of Dongguan city, 
which has had an average annual 
industrial growth of 37% since 
1985, thanks to processing work 
relocated to the city from neigh- 
bouring Hongkong. “We started 
from a low base, so a 30-40% 
growth is quite normal," he 
said. 

Changping, (a  tangerine- 
growing village of 2,500 people 
in Dongguan county, is pressing 
ahead with its first major indus- 
trial venture: а Rmb 6 mill^- 
(US$1.61 million) paper-[ 
cessing factory, using a Rmo » 
million loan. “Interest rates cost 
us Rmb 0.07 a minute. If we 
delay the project, we will not 
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The envy of China 


Power and privilege prompt provincial jealousy 


G uangdong has a love-hate relation- 
ship with the rest of China. People 
from other provinces flock to Guang- 
dong to shop for popular consumer dur- 
ables, to make profitable business deals 
and to buy foreign exchange. But when 
Guangdong goes to them for industrial 
and other scarce materials, they cry that 
it causes market confusion and forces up 
prices. 

With acute shortages of raw material 
this year, Guangdong has come under 
heavy fire for its aggressive buying. 
Some provinces have asked the central 
government to intervene. Scarce com- 


modities from all over the country have 
flowed to Guangdong because sellers 
can get better prices than elsewhere. In 
the most commercialised province of 
China, there are few price controls, de- 
mand is high and there is lots of 
money. 

Behind the complaint that Guang- 
dong is stocking up much-needed 
supplies at the expense of others is a 
more deep-seated resentment against 
the power money brings Guangdong. 
Many from elsewhere feel the southern 

rovince has become rich because Pe- 
ing has given it preferential treatment, 
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{ be able to repay the loan," 
said a local party official. 

It is difficult to see how 
Peking, 1,500 km to the 
north, can rein in growth 
when most people in Guang- 
dong want the m to con- 
tinue. The People's Bank of 
China (the central bank) 
cuts state loans, but Guang- 
dong has enormous capital 
reserves, accumulated over 
a decade of prosperity. En- 
terprises can use their hid- 
den cash, sell shares to em- 
ployees or channel back 
money they have deposited 
overseas, mostly in Hong- 


kong. 

Rural credit соорега- 
tives, loosely-regulated 
peasant funds, provide 


“= ther important source 
capital for rural indus- 
wies, the fastest growing 
art of the industrial sector. 
n 1987, 62% of all rural 
financing in Guangdong 
was provided by such cooperatives. 
Peking may if it pleases order a stop 
to investment, but the province has de- 
veloped many techniques to bypass 
even the strictest monitoring system. 
“Local officials are now used to the 
centre’s swings between centralisation 
and decentralisation. Most report only 
half of what they really earn and in- 
vest,” said Zheng Yanchao, a professor 
at Guangdong's oy of Social 
Science. They can also easily classify in- 
vestment as a donation from Overseas 
Chinese or a joint-venture project. Most 
of the so-called “cut” projects, submit- 
ted to Peking for record and which have 
attracted much publicity, are mere- 
ly put on hold and may be quickly re- 
` а in a more favourable political 
late. 

To protect their pet projects, offi- 
cials also scramble to bring in foreign 
partners — many of whom are merely 
mainland-owned firms based in Hong- 


such as low fiscal commitments to the 
central government, the setting up of 
special economic zones (SEZs), greater 
autonomy in foreign trade and permis- 
sion to retain a high proportion of for- 
eign-exchange earnings. Guangdong 
people say others are jealous, and see 
the conflict as a clash between their 
open, competitive economy and the 
"ossified" inefficient system of inland 
areas. 


A tightening in supplies of agricultural 
produce is one source of such ten- 
sion. With peasants abandoning farm- 
ing and farmland being used for fac- 
tories, Guangdong has become depen- 
dent on food from other provinces. It 
also needs better and more food be- 
cause of residents' rising income, plus 
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THE PEARL RIVER DELTA'S 
FOUR TIGERS 





REVIEWMAP by Barmy Lee 


kong — so that their investment can be 
classified as foreign-funded. Peking has 
said foreign projects will not be axed. 

Using Hongkong-registered com- 
panies, Guangdong firms can channel 
other resources, again masked as for- 
eign investment, in and out of China 
easily. Peking does not have the re- 
sources or skills to investigate the 
myriad of connections these companies 
have built in the territory. 


[yes all the determination and re- 
sources to carry on life as usual, 
Guangdong cannot remain complete- 
ly unaffected by national economic 
readjustment. With а sudden drop 
in national demand for popular con- 
sumer durables, which Guangdong 





an estimated 1 million transient popula- 
tion passing through each day and 
another 1 million temporary workers 
from other provinces. 

To stimulate production and attract 
supply from elsewhere, Guangdong of- 
fers high prices. Prices of grain, pork 
and vegetables, for example, are often 
many times more in Guangdong than 
those of neighbouring Hunan and 
Guangxi. Farmers in these nearby 
poorer provinces find such prices ir- 
resistible and sell their produce to 
Guangdong, despite bans imposed by 
their provincial officials. Confrontation 
between these farmers and local offi- 
cials assigned to stop such unofficial 
trade is a daily feature near Guangdong 
borders. 

Other provinces have kept food 


specialises in, processing in- 
dustries will ler Many en- 
terprises need to dump 
goods on the market quickly 
to overcome liquidity prob- 
lems. 

The continued shortage 
of energy is one major 
bottleneck which has re- 
strained Guangdong's 
growth. Although output of 
electric power = y an 
impressive 21.3% on a 
yearly basis in 1987, it still 
lagged behind industrial out- 
put growth of 31.8%. Power 
plants have not been able to 
operate because of insuffi- 
cient coal. The state pro- 
vides Guangdong with only 
12% of the needed coal; 
Guangdong shops for coal 
from the north but trans- 
portation delays are long. 
Over this pastsummer, about 
half of total industrial capa- 
city was idle because of power 
cuts. Most factories were 
able to operate ee four days a week. 

Raw-material shortages may also 
bring some factories to a halt. With Pe- 
king’s move to re-centralise the distri- 
bution of industrial raw materials, 
Guangdong will not be able to buy 
enough as easily as in the past. But once 
central controls again loosens, as it will, 
Guangdong enterprises will quickly re- 
vive. 

Guangdong aims to quadruple the 
1980 level of economic output by 1995, 
five years ahead of the national target 
for the rest of China. To achieve this 
goal, it cannot afford to spend two years 
on slow readjustment as prescribed by 
Peking’s official agenda. “We are on the 
verge of a major economic take-off, but 
the central government is restraining 
us,” said Zheng. Local officials believe 
the current austerity programme will 
not last more than a few months and are 
already talking among themselves of the 
next round of high growth. п 


prices artifically low with massive sub- 
sidies to ensure cheap and adequate 
supply to local consumers. But Guang- 
dong's strong price pull disrupts their 
plan. Hunan, for example, now suffers 
periodic pork and grain shortages de- 
spite its surplus production. Peking's re- 
cent re-confirmation that provincial 
grain stock is under direct central-gov- 
ernment control is aimed partly at 
Guangdong's transprovincial grain pur- 
chase. 

Provinces also complain that Guang- 
dong has gobbled up their industrial raw 
materials. Guangdong does not pro- 
duce enough iron, steel, zinc, 
aluminium, petrochemcials, timber and 
other raw materials to support its 30%- 

lus a year rate of industrial growth. 
ith retail prices of TV sets, re- 














frigerators, washing machines and other 
processed goods allowed to rise freely in 
Guangdong. factories can afford expen- 
sive industrial raw materials. Price ceil- 
ings imposed by other provinces on 
metals, chemicals and scarce com- 
modities are therefore constantly 
broken by big-spending Guangdong 
purchasers. 

Money also flows to Guangdong be- 
cause of the better return on investment 
there. Although i ре and lending in- 
terest rates of banks are strictly regu- 
lated by the central bank, not so are 
those of the interbank market and other 
non-bank financial institutions. Guang- 
dong is a particularly active player in the 
booming interbank market, tapping the 
spare cash for which less-developed 
provinces have no immediate use. 

Guangdong is awash with cash also 
because of the many who come to shop 
for popular electrical appliances im- 
ported or smuggled from Hongkong 
and the low-tax SEZs. Its foreign-ex- 
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change market is also the biggest in 
China. Official estimates say that of the 
US$700 million that flows from foreign 
visitors into the black market, US$300 
million is spent in Guangdong. 
озеки has tried to resolve its 
conflicts with other provinces through 
long-term economic cooperation with 
resource-rich but capital-scarce pro- 
уіпсеѕ; it has invested in coal mines in 
Shanxi, hydroelectricity projects in 
Guizhou and pig breeding in Sichuan. 
Guangdong has proposed to Guangxi 
the setting up a regional airline com- 
pany. and to Hunan it has suggested а 
common market for grain, finance, 
commerce апа light-industrial pro- 
ducts. These will promote goodwill, but 
will not necessarily solve the root of pro- 
vincial jealousies. If the economic gap 
between Guangdong and other pro- 
vinces continues to widen, more clashes 
over access to limited resources are in- 
evitable. — Louise do Rosario 
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Asia's fifth dragon 


Province aims to emulate success of Hongkong 


By Lousie do Rosario 


(aros wants to be the fifth 
economic dragon of Asia, after 
Hongkong. Singapore, Taiwan and 
South Korea. In its pursuit of this goal, 
Guangdong is steadily becoming less 
and less like the rest of China. 

Guangdong has always been among 
the fastest-growing provinces in China, 
but its recent spectacular growth really 
began after 1984 with the boom of rural- 
based industries in the Pearl River 
delta. Between 1984-87, industrial 
growth averaged 23.5% , compared with 
a national average of 16.8%. 

Although Guangdong still compares 
with Shanghai and the northeast as an 
industrial heavyweight, it leads in ex- 
port, retail sales and per capita con- 
sumption. Guangdong 
has one of the highest 
standards of living in 
China — a fact not re- 
flected in official statis- 
tics. While the nominal 
income of Guangdong's 
state workers is close to 
those of Peking and 
Shanghai, actual in- 
come is higher since 
most people in Guang- 
dong have a second job 
and remittances from 
relatives overseas. 

Guangdong econom- 
ists project that by 2010, 
the province's per capita 
'87 GN will grow to 
US$4,000 (1980 con- 
stant price), close to 
Taiwan's current level. 
In certain areas such 
as Shenzhen, Foshan, 
Zhongshan and Dong- 
guan, it could rise to US$6,000, Hong- 
kong's current income level, they said. 
In contrast. the rest of China hopes fora 
per capita GNP of US$1.000 by 2000. 

Guangdong is also the leader in 
economic reform, Reform program- 
mes which are merely experiments in 
other provinces are already well-inte- 
grated into the Guangdong economy. 
Prices of 80?5 of commodities are no 
longer controlled by the state. Markets 
for labour, real estate, capital and 
other commodities and services are ac- 
tive and growing. and a large private 
sector employs at least | million 
people. A quarter of the workforce is 
employed in rural industries, which ac- 
count for 44% of all exports. The state 
sector is constantly shrinking, and the 
iron-rice bowl employment system it 
supports is seriously challenged by the 
new jobs offered in the private and col- 
lective sectors. 

If reform helps Guangdong to be 


more efficient, it is Hongkong whic 
acts as its engine of growth. Hongkon 
accounts for 90% of Guangdong's foi 
eign investment, while 60% of the prc 
vince's exports go to it. Sub-contractin 
processing work provided by cost-cor 
scious Hongkong firms creates job: 
capital and production in the delta. 

The Hongkong factor makes it dil 
ficult for the Guangdong success stor 
to be replicated elsewhere in China. Fc 
example, Fujian, the neighbouring prc 
vince of Guangdong, has not done s 
well. despite the same preferenti: 
treatment. On the other hand, on 
reason for Dongguan's recent succe! 
the contact it has with the estime 
600.000 Dongguan population in Hon; 
kong. Unofficial estimates indicate th: 
up to 80% of the Guangdong's popul: 
tion has some form of ties with Hong 
kong. 

Aside from the obvious economi 
benefits Hongkong provides to Guang 
dong. the territory's work-hard-pla* 
hard ethic, transmitted via Hongkon 
television, visitors and other means, is 
powerful example to their Guangdon 
cousins. Nowhere else in China is th 
pursuit of material gain as strong as i 
Guangdong. 

The Hongkong factor. however, is 
double-edged sword. If Hongkong рос 
into recession, its industrial hinterlan 
in the delta will be hard hit. The delta 
young industrial base is geared entirel 
to simple processing and not manufac 
turing, which makes a switch to othe 
product lines in times of bad busine: 
more difficult, said Thomas Char 
Hongkong University's Centre of A: 
Studies. 

This rapid industrialisation and dt 
nationalisation has transformed Guan; 
dong into a protean, albeit chaotic, ma 
ket-oriented economy. But its critics sa 
there is a darker side to the provinc 
which shows it as being far from th 
ideal ‘socialist commodity econom' 
Chinese leaders say they are aiming fo: 

Chan, for example, says Guangdon 
has developed an exploitative, anarch 
Victorian-type capitalism that thrive 
on preferential treatment by centri 
government, child labour, excessiv 
consumption, speculation. corruptio 
and other malpractices. 

It is also widely known that a gre: 
deal of Guangdong's wealth is accumi 
lated through such dubious means : 
foreign-exchange speculation. expor 
ing restricted scarce commodities an 
importing high-class consumer items fc 
re-sale. Guangdong knows it can g 
away with all this because it is along wz 
from Peking and because it has dor 
well economically. | 
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Lei be nimble, 
Yu be quick 


Local officials stay one 
step ahead of government 


uangdong officials are famous for 

keeping one step ahead of what 
central-government policies allow. 
Much of the place's vitality and effi- 
ciency stems from this daring spirit. 
With the direction of reform con- 
stantly shifting, Guangdong bureau- 
crats are often rewarded for playing 
fast and loose. Sometimes, however, 
they get caught. 

What happened to Lei Yu, 54, and 
now vice-mayor of Canton, provides 
an extreme demonstration of how 
free-wheeling officialdom can draw 
fire from Peking. Lei was the party 

055 of Hainan Island when it was 

inder the jurisdiction of Guangdong 
before its recent upgrading to pro- 
vince status. In his position he allowed 
the local population to import tax-free 
motor vehicles and resell them at exor- 
bitant prices to other provinces. 

Lei's intention was good — to use 
Hainan's advantage of low import 
taxes to make the island rich quickly. 
But the trade quickly got out of con- 
trol, and Peking had to ban it. Lei was 
dismissed and sent to work in a small 
county in Guangdong. 

Early this year, Lei was promoted 


CURRENCIES 





to his present position, signalling his 
full rehabilitation. Sitting in а spa- 
cious new office which reflects the 
city's wealth, Lei said what happened 
in 1984-85 in Hainan was “unavoida- 
ble." “The island was cut off from the 
rest of the world for many years. In 
opening up to outsiders, we were not 
well prepared psychologically and in 
other aspects. The occurrence of some 
[undesirable] incidents was therefore 
natural. If it were not an incident re- 
lating to motor vehicles, it would have 
been something else.” 

Another well-known aggressive 
personality in Guangdong is Yu Fei, à 
vice-governor of Guangdong and 
former mayor of Foshan. Like Lei, Yu 
permitted Foshan to trade in low-tax 
popular imports as a way of ac- 
cumulating local capital quickly. 
Under his mayoralty, Foshan also bor- 
rowed heavily from foreign bankers 
— a high-risk policy which can easily 
backfire if the city cannot repay on 
time. 

Unlike Lei, Yu was not criticised 
for speculative trading because 
Foshan's trade was on a smaller scale 
and it was carried out before the politi- 
cal climate turned sour. But Yu has 
stumbled this autumn. Peking has se- 
verely criticised Guangdong's foreign- 
trade departments for exporting scrap- 
iron without central-government ap- 
proval. Analysts see the criticism as 
directed at Yu, who is charge of Guang- 
dong trade. — Louise do Rosario 


^ Malaysian malaise 


Ringgit dips as Singapore dollar strengthens 


Nick Seaward in Kuala Lumpur 
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eign-exchange brok- 
ers in Kuala Lumpur 


REVIEWGRAPH by Ricky Hur 























|Search of interest rates that are one per- 
centage point higher than Malaysian 
rates. Strong demand for the Singapore 
dollar and steady selling pressure on the 
ringgit have widened the gap between 
the two currencies, which less than 10 
years ago were almost at parity. 

Strict control over bank interest 
rates by the Malaysian central bank, 
Bank Negara (BN), make it unlikely, 
the dealers say, that the Malaysian cur- 
rency will be attractive for some time to 
come. Money is now flowing out to 
other high interest rate countries — in 
particular, Australia and Britain — in 
such great quantities that BN has been 
forced to intervene strongly in the mar- 
kets to shore up the value of the ringgit. 

At the height of the selling pressure 
in November, when the ringgit slumped 
to. M$2.70:US$1, BN imposed a M$5 
million ceiling on short-term US dollar- 
ringgit swaps — both by local and for- 
eign banks. When the ringgit recovered 

10 ће M$2.64-2.63:US$I level, BN 
. lifted the ceiling for local banks on 24 
November, but kept it in place for for- 
eign-based dealers. 


Do are now confused by the con- 
flicting signals from the govern- 
ment. Several statements have been 
made within the past few months to the 
effect that the government wishes the 
ringgit to remain weak in order to help 
' exports. Yet official Treasury estimates 
of 1989 petroleum revenue have been 
based оп ап exchange rate of 
M$2.60:US$1. Meanwhile, BN seems 
to have adopted a short-term target of 
M$2.64. 

The weakness of the ringgit must be 
worrying to the Singapore authorities as 
it will undoubtedly affect the competi- 
tiveness of Singapore's exports to the 
US. Not only is the fall of the ringgit 
making Malaysian products cheaper by 
comparison but also — due to the pecu- 
liar mechanics of the Singapore dollar- 
ringgit exchange market — some brok- 
ers say the flow of money out of 
Malaysia into the republic has been in- 
creasing the upward pressure on the 
Singapore dollar against the US, 

At present, there is negligible for- 
eign-exchange business carried out di- 
rect from ringgit into Singapore dollars. 
This forces Malaysian buyers of Singa- 
pore currency to move into US dollars 
first and then sell the US currency in the 
republic, thus adding to the large num- 
bers of banks in Singapore that have 
been crossing out of US dollars to buy 
Australian dollars and sterling. 

The Singapore authorities have tried 
to keep their currency at a level of 
|. 9$2.00:US$1.00 to help exports but the 
© recent surge has forced them to aim for 
а new target of around $$1.95. Over the 
pu three months, the Singapore dollar 

as moved up against the US dollar by 
some 5.5% — from S$2.04:US$1 on 5 
| September to $$1.93:US$1 on 28 Nov- 
ember. п 


Despite Uruguay Round, 
textile curbs will stay 
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THE 5TH COLUMN 


Gerhard Kope 














he foreign trade ministers of nearly 

100 countries meetin Montrealinthe 
first week of December, to make an in- 
terim assessment of the first two years of 
the Uruguay Round of Gatt trade negotia- 
tions and set the course for further pro- 
gress. An informal meeting of trade 
ministers in October in Islamabad clear- 
ly showed that much remains to be done. 

There is also a long way to go in the 
negotiations to reintegrate textiles and 
clothing into the Gatt framework. The 
ministers set themselves the objec- 


tive of “the eventual re-integration of | 


this sector into Gatt on the basis of 
strengthened Gatt rules and disciplines” 
in their declaration in Punta del Este, 
Uruguay, in September 1986, which 
marked the formal starting point of the 
Uruguay Round. This would entail a 
ban on quantitative restrictions on tex- 
tiles imports: and where quotas are per- 
mitted as a temporary safeguard for the 
domestic industry, they would have to 
be applied to textiles from all countries. 

But the Multi-Fibre Arrangement 
(MFA) taking textile and garment trade 
out of the general Gatt framework, first 
implemented in 1974 and extended for 
the fourth time in 1986 to 31 July 1991, 
has erected a comprehensive system of 
quotas restricting imports of textiles and 
clothing from low-wage countries into 
the industrial states. 

Gatt’s Negotiating Group on Tex- 
tiles and Clothing — part of the 
Uruguay Round programme — was en- 
gaged on analytical work in 1987. Even 
after the presentation of a study by the 
Gatt Secretariat on the development of 
the textile and clothing industry, the in- 
dustrial countries still maintained that 
more analytical work was needed — 
above all, a study into the consequences 
of dismantling the MFA. 

In early 1988, Pakistan and In- 
donesia, on behalf of a number of de- 
veloping countries which are members 
of the International Textile and 
Clothing Bureau, put forward pro- 
posals for the ИЕ of the 
MFA. So far, the industrial countries 
have commented on only a few of these 
proposals, and this reserve has frus- 
trated some developing countries. 

The EC has pointed out that liberali- 
sation of textile and clothing imports de- 
pends on progress by other negotiating 
groups in the Uruguay Round. There 
are a couple of major reasons for the 
stagnation affecting the negotiations: 
the US administration was waiting for a 
new president,the EC member states al- 
ways take some time to find a common 
denominator, particularly after the strong 











rise in imports from Asian countries 
since mid-1986 stemming from the de- 
cline of the US dollar. Most important, 
however, is that two years before MFA IV 
was due to end, none of the participants 
was prepared to make substantial con- 
cessions. Serious negotiations will start 
only when the pressure of time is felt. 

Although the course of the negotia- 
tions cannot be predicted, it is clear 
that when MFA IV runs out there will 
not be quota-free trade in textiles and 
clothing. It was agreed in Geneva that 
this sector is to be re-integrated into 
Gatt gradually, but what the trar 
tional arrangements will look like 
mains to be seen. 

The basic idea behind Gatt, of creat- 
ing an optimal division of labour and al- 
location of resources worldwide to the 
benefit of all countries, through equal 
competitive conditions for domestic and 
foreign companies, must be the ultimate 
goal of the textile negotiations. 

The negotiations cover two issues: 
how can the existing MFA quotas be 
abolished and under what, more strin- 
peni, conditions are new restrictions to 
зе applied? 

Pakistan and Indonesia propose that 
certain products, such as yarns and fab- 
rics, should be excluded from the MFA 
quotas. They rightly point out that the 
wage-cost advantage of developing 


| countries is not a major factor in produc- 


ing these goods. But, through subsidies, 
many supplier countries offer yarns and 
fabrics at the same price as the raw mate- 
rials needed to produce them. If 
veloping countries accepted stron_ 
Gatt discipline on subsidies, it would be 
difficult to object to the full liberalisation 
of imports of yarns and fabrics. 

Indonesia's proposal to lift restric- 
tions if production of a product subject 
to quotas is increased in the importing 
country is plausible, because rising pro- 
duction is a sign that there is no further 
need for protection. 

Another Indonesian proposal, to 
abolish quotas for cotton goods from 
cotton-producing developing countries, 
will probably not be acceptable to the 
industrial countries. It is scarcely con- 
ceivable that imports of cotton products 
from India, Pakistan and China will not 
be restricted after 1992. 

Indonesia has proposed that those 
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quotas still in force during the transi- 
uonal period should be gradually 
eroded by raising them quickly — by at 
least 6% a year. This proposal should 
have appeal since it keeps the existing 
system while ensuring a gradual liberali- 
sation of imports. 

The core question is: under what 
conditions new restrictions can be im- 
posed after MFA IV runs out in July 
1991? According to the Punta del Este 
declaration, the Gatt rules should apply 
after the MFA ends, or at the latest after 
the end of the transition period. Under 
Gatt, the conditions for re-introducing 
restrictions are set out in the safeguard 
clause of Article XIX, which permits 
temporary import restrictions to protect 
threatened industries. 





the introduction of safeguard measures 
are concerned, there are differences be- 
tween the wording of Article XIX and 
appropriate regulations in the 
A, but both are capable of a wide 
range of interpretation. Safeguard mea- 
sures under Article XIX, however, are 
unpleasant for the importing country 
because, in contrast with the MFA, it 
has to apply the measures to all 
suppliers, without discrimination. 


Tis article has rarely been applied 
since importing countries, in areas 
apart from textiles and clothing, have 
preferred to induce the suppliers to exer- 
cise "voluntary" self-restriction. Com- 
pared with these "grey area" measures, 
the. self-restriction agreements of the 
MFA are less О зудо to the sup- 
plier countries. They at least offer trans- 
parency to all textile traders, are subject 
to multilateral control in Gatt, and en- 
sure acontinuous development of trade. 

Can the number of safeguard mea- 
sures be greatly reduced by a more pre- 
cise wording of Article XIX of Gatt, by 

zking to the principle of non-discrimi- 

tion, and by setting up better control 
mechanisms? Only if the economic 
pressure to adjust, created by imports, 
does not exceed a certain amount. 

; There are two ways of weakening 
this pressure to adjust: first, customs 
duties can be used to give domestic pro- 
ducers a kind of "basic protection," 
which could be gradually reduced. 
Quantitative restrictions would then be 
needed in only a few cases. Replacing 
the system of quotas, which is not very 
transparent, with customs duties or 
similar levies would greatly simplify the 
handling of textile imports for com- 

anies and the authorities. A system of 
evies could be applied in a non-dis- 
criminatory way against all supplier 
countries. 

It isa pity that such asystem, which is 
supported by economists, was not put 
forward for discussion in Geneva. 
There is more support for the quota sys- 
tem than might be supposed. Producers 
in the industrial countries mistrust a 
levy system because it offers less than 





E FAR EASTERN ECONOMIC REVIEW e 8 DECEMBER 1988 


As far as the economic conditions for | 
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perfect protection, particularly when 
exchange rate movements are taken 
into accoünt. 

Traditional suppliers in some de- 
veloping countries see the quotas as a 
source of income and as protection 
against competition from newcomers. 


| concessions. By opening markets, 
| nouncing subsidies. applving measures 


Developing countries as yet without a | 


competitive textile industry see quotas 
as slowing the expansion of the strong 
supplier developing countries into third 
markets. The negotiators in Geneva, in 
turn, know only too well how difficult it 
is to achieve real progress in changing 
the system. 

The second way of easing the pres- 
sure on the industrial countries to adjust 








is more promising. The supplier coun- 
tries should rely exclusively on their 
natural location advantages, above all 
their low wage costs, and not create arti- 
ficial competitive advantages for their 
producers. 

Demands from the industrial coun- 
tries that developing countries open 
their own markets for textile imports 
and ensure fair competition between 
their own and foreign producers, have 
been rejected by the developing coun- 
tries. They are not prepared to offer 
concessions in return for the abolition of 
MFA measures which anyway run 
counter to Gatt. 

These demands should not, how- 
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Seoul's creaking door 


Officials prepare a timetable to allow foreign investment 


By Mark Clifford in Seoul 


A South cynics are fond of pointing 
out that the Seoul stockmarket al- 
ways seems to be 18 months away from 
liberalisation, it now appears that Seoul 
is serious about letting foreigners invest 
in South Korea. The authorities are put- 
ting the finishing touches to a timetable 
for opening the stockmarket to foreign 
investment that should appear before 
the end of the year. 

"The government worries about 
opening the market, but they consider it 
necessary for opening the economy," 
says Prof. Euh Yoon Dae, an adviser to 
the Ministry of Finance (MoF) and au- 
thor of the widely discussed draft pro- 
posal on market liberalisation that the 
ministry is currently reviewing. 

The South Koreans have now drop- 
ped the fiction that theirs is a small stack 





: in the 1990s. A number of re 
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ever, be seen only in terms of balancing 
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to protect intellectual property. and so. | 
on, developing countries would notonly | 
undermine the protectionist arguments | 
of industrialised countries, but would '| 
also reduce the cost to importing coum- | 
tries of their restrictions. 

It would do the same for the export- 
ing countries since the developing coun- 
tries are competing with each other to 
provide subsidies — with the result that 
taxpayers in poor countries are fing 
ing consumers in rich countries, Greater 
subsidy discipline for all Gatt partners is 
in their interests as well. 

The course of the Geneva negotia- 2. 
tions to date suggests that the interma« - 
tional textile community need not еже 

ect any fundamental changes, at least 
trietions 
will probably be lifted when MPA IV 1. 
ends, and the phasing out of the others 















| will presumably be achieved by a clear 


increase in growth rates, and not be can~ | 
cluded before the year 2000. | 

Introducing new restrictions: | 
made more difficult. It is possibl 
visage а two-tier s 
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a reformed Article | 
second system, based 
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to the other coun 
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exchange. By the end of July, the Кога | 
Stock Exchange (KSE) was the 13th- 
largest equity market in the world and, 
after Taiwan, the second largest in the 
developing world. By 1992, South Ko- 
reans believe that theirs may be the 
world's eighth-largest bourse. The МОР 
is trying to beef up the country's 25 
brokerage houses in preparation for the 
influx of foreign stockbrokers, who are 
expected to be given permission to open 
branches in 1991. ; 

The МОЕ plan should allow foreign: 
investors to buy an additional several 
hundred million dollars of South Korean 
equity between 1989 and 1991. Begin- 
ning in 1991 or 1992, limited direct in- 
vestment by foreigners will be permite 
ted on the KSE. 

In 1989, the government is expected 
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to allow another foreign-listed unit 
trust, modelled along the lines of the 
Korea Eurofund or the Korea Fund, 
which together have raised US$160 mil- 
lion for investment in the South Korean 
|- market. Initially, the new fund is likely 

` to raise US$30-60 million. Additional 
domestically managed unit trusts will 
also be launched next year — so far, 
seven of these trusts have raised US$145 
million from foreign investors. 

МОЕ officials have also indicated 
that they will allow any company meet- 
ing its requirements to issue convertible 
Eurobonds. Companies currently face 
an arduous approval process at the 
ministry; from next year, approval is 
supposed to be automatic for qualifying 
companies. To date, five companies 
have raised US$145 million using con- 
vertible Eurobonds. Local analysts say 
29 companies will now be eligible to 
issue international CBs (Euroconver- 
tibles), and one estimate suggests 
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"USS300-500 million could be floated 


over the next two years. І 
The MoF timetable gets hazier after 


1989. According to the draft, foreigners | 


holding convertible Eurobonds should 
be allowed to convert their bonds into 
equity in 1990, since the volume of these 
issues is tiny in relation to the size of the 
stockmarket. 

Beginning in 1991 or 1992, foreigners 
are likely to be able to buy South Korean 
stocks directly, though the exact timing 
will depend on macroeconomic condi- 
tions. Seoul officials stress that the 
gap between South Korean and inter- 
national interest rates must be nar- 
rowed before direct investment is al- 
lowed so that the country is not flooded 
with foreign funds. The opening is ex- 
pected around the same time as the 
elimination of false name accounts, 
which allow local investors to trade 
using aliases. 

At first, foreigners are expected to 


Above the madding crowd 


Canadian consortium to build mass transit system 


By Paul Handley in Bangkok 


consortium led by Lavalin of 

Canada has been chosen to develop 
Bangkok's mass transit system, a Baht 
42.3 billion (USSI.7 billion) elevated 
railway, which, it is hoped, will help re- 
lieve the city's chronic traffic conges- 
tion. Unlike most other urban transit 
.. systems, which rely heavily on govern- 
ment support, the "skytrain" project 
will be privately funded and operated. 

Skytrain has been on the drawing 
board for two decades. It is the third 
Bangkok infrastructure project to be in- 
itiated this year. All three are designed 
to relieve the city’s notorious traffic 
jams, though the effect of the railwa 
and two toll roads will not be felt until 
1993, 

Lavalin, with partners Mitsubishi 
Heavy Industries and Thai construction 
giants Sino-Thai Engineering and Con- 
struction and Ch. Karnchang Co., beat 
two other international groups to win 
the contract. The company will have 30 
years to run the railway under a build, 
operate and transfer system before 
. turning it over to the government. 

. The consortium says that the sky- 
"train should be ready to begin opera- 
“tions in 1993. Passengers will be charged 
‘Baht 10 a trip (compared with a current 
“bus fare of Baht 2). Fares are projected 
to triple by the end of the contract. 
Lavalin's plan features a light-rail 
system, with three lines over 38 km, 
which will be powered by linear induc- 
tion motors. The other two bidders — 
Asia-Euro Consortium (AEC), led by 
eighton Contractors of Australia, and 





a Franco-Japanese group, led by 
Societe Generale de Techniques and 
d'Etudes — proposed conventionally 
powered heavy rail systems. 

The Canadian group says its system 
will be capable of carrying the specified 
40,000 passengers an hour at peak 
times. However, its rivals claim that a 
light-rail system cannot increase capa- 
city much beyond this level, even 
though experience elsewhere, such as 
Hongkong, has suggested that passen- 
ger traffic increases well beyond origi- 
nal expectations. Lavalin insists its sys- 
tem will be capable of carrying 80,000 
an hour safely. 

The board of the Expressway and 
Rapid Transit Authority of Thailand 
(ETA) will soon begin detailed negotia- 
tions with Lavalin. If these are success- 
ful a final version of the contract will be 
passed to the Thai cabinet for approval. 


U nder the terms of reference for the 
project, the Thai Government will 
only take a 25% equity stake and will 
not guarantee any loans. To finance the 
project, Lavalin intends to raise Baht 16 
billion in soft loans from the Canadian 


Export Development Corp., Baht 7.6 | 
billion from the Export-Import Bank of | 


Japan, about Baht 10 billion in equity 
and Baht 10 billion in commercial loans. 

One reason for the rejection of 
AEC's bid, which was recommended by 
a consultant, was its proposal that the 
government take out Baht 7 billion in 
soft loans to purchase carriages, in addi- 
tion to its equity stake. Under AEC's 








be allowed to buy only non-voting ^ 
shares, or alternatively, foreign owner- 
ship will be Вов certain percen- 
tage limits. Moreover, only well- 
e companies will be allowed to 
sell shares to foreigners. Unlimited for- 
eign ownership of South Korean stock is 
not expected until the latter part of the 
1990s. 

The authorities are also taking advan- 
tage of the surging stockmarket, which 
is at an all-time high, to start building up 
local securities firms. Under regulations 
announced on 16 November, securities 
firms now have more freedom to open 
new branches, increase their capital and 
pay out dividends. In addition, earlier 
this year the MoF authorised large sec- 
urities firms to invest up to US$30 mil- 
lion each in overseas equities as a way of 
gaining олу in foreign stock- 
markets. The ministry is also encourag- 
ing domestic securities firms to act as 
underwriters on foreign issues. 


Baht 39 billion package, the carriages 
would be leased to the skytrain operat- 
ing corporation. 

AEC's aim was to limit the foreign 
exchange risks of the operating com- 
pany. In order to finally win the con- 
tract, Lavalin had to withdraw its re- 
quests for government protection from 
foreign exchange losses. But the ques- 
tion of such protection is likely to be 
discussed again in the final negotia- 
tions. 

The skytrain will complement two 
other build, operate and transfer pro- 
jects which were awarded in September. 
A Baht 28 billion 42 km second-stage 
expressway is intended to take commer- 
cial vehicles heading for the port off the 
city's main thoroughfares. The toll road 
is to be built and operated by Ch. 
Karnchang with Japan's Kumagai 
Gumi. It will be controlled by the ЕЛ: 
under the Interior Ministry. 

The second project, which will be 
controlled by the Transport and Com- 
munications Ministry, is a Baht 7.2 bil- 
lion, 16.4 km elevated highway, con- 
necting the airport with the city centre. 
It will be built as another tier over the 
existing Viphavadi-Rangsit highway. 
Analysts say construction of the road, 
which has been widely criticised, will 
obstruct commercial, commuter and 
airport traffic on the city’s busiest 
thoroughfare. 

The Transport and Communications 
Ministry is planning another Baht 12 bil- 
lion in road and rail projects around 
Bangkok over the next five years. Some 
will build, operate and transfer pro- 
jects, despite a government decision a 
year ago to call a halt to three such 
schemes which were then under negoti- 
ation with a French firm (REVIEW, 24 
Dec. '87). The French company wanted 
too high a rate of return, an estimated 
18% , roughly what the Lavalin group is 
seeking. п 























ing region. 


Completely revised and updated 


ia 1989 Yearbook 


We give you Asia, 
minus the mystery, 
minus the myth: 


F Asia, the world’s most dynamic market place is home to more than half of man- 
kind. Every day events occur here which not only shape the destinies of its more 
than 4 billion population but affect the entire world as well. 


The Asia 1989 Yearbook does more than just cover these events — it compiles, ana- 
lyses and interprets them for the reader. No businessman or scholar can afford to ignore 
them. Nor can any professional or anyone who has dealings with or an interest in this excit- 


Decide for yourself whether any other single medium puts the social, political and economic realities of Asia at 


your fingertips as does the Asia Yearbook. 


NOW IN ITS 30TH YEAR... 

Matching the rapid pace of Asian development the Asia Yearbook goes into 
great detail, with greater insight — a book which everyone who needs to 
know about Asia should have on the bookshelf. Now in its 30th year the Asia 
1989 Yearbook is more thorough and comprehensive than ever before. 


COUNTRY-BY-COUNTRY ANALYSIS . . . 
Each country is discussed with up-to-date reviews of its Politics and Social 
Affairs, Foreign Relations, Economy and Infrastructure, complete with a 
map and lists of leading public officials. The Asia 1989 Yearbook gives you 
lised, first-hand information on everything from market potential and 
. . Mation trends to foreign aid involvement and social and cultural land- 
marks. Each country chapter has a Databox giving essential vital statistics. 
And there is also a statistical round-up compiled against a master question- 
naire provided by Yearbook experts. 


HOW IT IS DONE... 

Published by the Far Eastern Economic Review, the Asia 1989 Yearbook is 
the result of thousands of manhours of work during the year. Every week, 
the Review's correspondents file on-the-spot reports from every major 


Asian capital and other areas of interest throughout the region. This leading 
team of writers, analysts, experts and research staff contribute (as they have 
regularly for 30 years) to keep the Asia 1989 Yearbook on top of events. To 
give you Asia minus the mystery, minus the myth. To give you Asia as only 
the Far Eastern Economic Review can. 


SOME OF THE FEATURES YOU'LL FIND . . . 

The Asia 1989 Yearbook offers completely revised chapters — covering 
another historic year in Asia, and analysing US involvement in the region 
and you will also find familiar chapters and features as well: a portrait of The 
Entire Region, The Power Game, Population & Food, Development 
Banks, Asian Finance, Asian Investment, Commodities, Energy, Aviation, 
Shipping, Fishing, Trade & Aid, the Pacific, Asian & Pacific Organisations, 
and much more. 

As in the past, the Asia 1989 Yearbook has an abundance of charts, tables 


and graphics to illustrate the material, including a full military profile of 
each regional country. 


The main body of the book contains chapters on 31 countries. ranging from 
Afghanistan to Japan, from China to New Zealand. 


To: Publications Division, Review Publishing Company Ltd., G.P.O. Box 160, Hongkong 


Please rush me copy/copies of the Asia 1989 Yearbook. 
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Unique treasury touch. Globa 











Market volatility can turn profits into losses 
overnight. Today's corporate treasurer needs 
truly global bank that works 24 hours a day 


At the mere touch of a screen, our state-of-the 
treasury trading systems allow dealers to Кее 
track of markets, and react quickly to changes 
the economic scene. Round the clock 
HongkongBank's experienced corporate deal 
will work closely with you, finding creative 
answers to your company's treasury needs 
With more than 1,300 offices in over St 
countries, and 35 dealing rooms worldwide 
HongkongBank group's treasury services can put 
you ahead. And keep you there 


For further information, contact your neares 
office of the HongkongBank group 


Advanced treasury management technolog) 
a global capability. That's our strength 


(<> 
HongkongBank 


The Hongkong and Shanghai Banking Corporatior 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel • CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwide 
CONSOLIDATED ASSETS AT 30 JUNE 198% 
EXCEED USSII3 BILLIO? 





All New and Completely Updated Editions 
If you are interested in China here's : 
double-barrelled offer you cannot 
afford to pass... 


The People's Republic of 


China Year-Book 1988/89 
The People's Republic of 
China Year-Book 1988/89 is 
not only fascinating reading 
for those with social and cul- 
tural interests in China, but an 
essential reference for people 
with business dealings in the 
country. 


What is it? 
This annual volume with over 800 
pages singularly offers the most 
complete guide to every aspect of 
life within China available today. Its 
fully updated contents range from 
the people and culture to economics, 
finance, trade, politics, education, 
science and technology. Plus countless 
other subjects covered in precise detail. 
It is the culmination of thousands of 
hours in research invested by the New 
China News Ltd., professionals who 
know the country intimately. The result 
is a cyclopaedia of unparalleled insight 
and information. 


Who needs it? 

If you have any interests in China 

at all then you'll find the People's 
Republic of China Year-Book 1988/89 

to be an essential companion. And, 
because it is completely indexed, it is a 
particularly helpful reference for 
students, professors and people 
conducting business in or with the country. 


The People's Republic of China Year-Book 
1988/89 combined with The Almanac of 
China's Foreign Economic Relations 1988 


bring you all the information about China 
you'll ever need. 
Order your copies today. 





























NOW THESE TWO 
ESSENTIAL WORKS 
CAN BE YOURS 
AT A SAVING OF US$34.00 


Buy both of these informative books 
and you can save US$34.00 off their 
original combined price. Which means 
that for only US$145 you'll get: 

e Thousands of pages of detailed 
data examining the changing face of 
China. 

© Expositions, speeches and articles 
contributed by specialists, pertaining 
to the exciting market potential and 
business opportunities available in 
China. 

e Hundreds of photographs and 
illustrations of interest. 

€ Two systematic and valuable 
references for those with business 
dealings or academic interests in China. 





——— 


The Almanac of China's 
Foreign Economic 
Relations & Trade 
1988 


China's trade policies with 
the rest of the world have 
never offered more 
opportunities than they do 
today. The country represents 
an unprecedented potential — 
an expanding market equivalent 
to one quarter of mankind. And 
yet, data on this rapidly growing 
economy has, until recently, been 
scant and unreliable. 
Now, there is one book that 
encapsulates every detail relevant to a 
businessman conducting dealings with 
China — The Almanac of China's 
Foreign Economic Relations & Trade. 


What is it? 

The Almanac records articles and data 
contributed by leading scholars and 
specialists as well as representatives 

from China's Foreign Economic Relations 
and Trade Department. Its contents are 
extensive and detailed, systematically laid- 
out for ease of reference. It includes vital 
information to businessmen, such as trade 
policies and restrictions, and even offers 
listings of potential joint-venture 

partners. 


Who needs it? 

The Almanac is absolutely vital to anyone 
thinking of, or already involved in, busi 
relations with China. It is also a fascinat 
record of the changing face of China's trade 
policies. Not only is it one of the few books 
that offers an accurate view of China's 
economy but it is also the most up-to-date 
documentation of this data. 





To take advantage of this opportunity and save US$34.00 simply clip and mail this coupon to: 





А O Please send ... copy(s) of The В 0 Please send ... copy(s) of The C O Please send ... copy(s) each of both 
People's Republic of China Year- Almanac of China's Foreign The People's Republic of China 
Book 1988/89 for which I enclose Economic Relations & Trade Year-Book 1988/89 and The 
US$100/HK$780 per copy. For 1988 for which I enclose Almanac of China's Е 


Publications Division, Review Publishing Company Ltd., GPO Box 160, Hong Kong. 
НЕЕ c AMEN 





Economic Relations & Trade 1988 
for which I enclose 


surface mail delivery add 


у US$79/HK$615 per copy. For 
US$6/HK$47, for airmail delivery 


surface mail delivery add 





add US$22/HK$170. US$6/HK$47, for airmail US$145/HK$1,131 per set. 
delivery add US$22/HK$170. For surface mail delivery add 
(Please print in block letters) US$12/HK$94, for airmail delivery 
Send to: Name: add US$44/HK$340. 





Address: 
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A swizzle from Indosuez 


€ HONGKONG'S growing wave of 
company buy-outs has taken the form of 
a Scottish grouse hunt, with much sport 
among controlling shareholders to see 
who can privatise undervalued assets 
the cheapest. 

As is usually the case, Cheung 
Kong's Li Ka-shing took the lead with 
his frugal offer to Green Island 
shareholders (SHROFF, 24 Nov.). But 
Alan Bond's Bond Corp. International 
(BCIL) surely wins the prize for sheer 
dazzling contempt towards minority 
shareholders and other backers. 

Bond's 24 November sale of 3095 of 
HK-TVB, Hongkong's leading televi- 
sion broadcasting station, to the Malay- 

1 magnate Robert Kuok for HK$2.01 

ion (US$257.7 million), ora HK$219 
million profit on book value, leaves In- 
dosuez Asia Ltd, the financial adviser to 
BCIL minorities, with a lot of egg on its 
face. 

In its report to minorities, Indosuez 
did not even bother to estimate a pre- 
mium on sale of the TVB stake. 
Blithely relying on BCIL's assurances 
that no plans existed to sell the TVB 
stake, Indosuez valued TVB at its mar- 
ket price. That was a mere HK$40 mil- 
lion to book value. 

Instead, Bond's hasty sale of the 
HK-TVB stake has thrown a huge span- 
ner in BCIL's privatisation, as the buy- 
out offer to minorities will not be im- 
proved from the present HK$2.20 a 
share. 

That leaves Indosuez making em- 
barrassed noises about changing its 
earlier recommendation to BCIL 

` Yorities to accept an offer which b 

IL's admission is pitched at a 3195 

?ount to net asset value (МАУ). In 
reality, BCIL's NAV could be as high as 
HK$4 a share which pitches the offer at 
a 4576 discount to МАУ. 

Ф WHAT emerges from this saga is 
that the role and duties of so-called in- 
dependent financial advisers to minor- 
ity shareholders need careful thought. 
Shroff has argued before that the most 
ке issue confronting regulators in 

ongkong is the protection of minority 
shareholders. e debacle of In- 
dosuez's report to BCIL minorities adds 
weight to this view. 

Indosuez failed to estimate any pos- 
sible premium on the resale value of 
BCIL's assets, even though BCIL de- 
fines itself as a trading company. In- 
dosuez also failed to point out that 
BCIL holding company, Bond Corp. 
Holdings of Australia (BCH), has a 
put option to force BCIL to buy a 49% 
stake in a Rome property development 
for AS20 million (US$17.5 million), 
should talks on the planned develop- 
ment break down. That means BCIL 
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and not BCH would bear the loss. 

Indosuez might also have noted that 
BCIL managing director Peter Lucas 
will net himself a HK$4 million profit in 
a mere month. Under an executive 
share option scheme, he subscribed to 
4 million BCIL shares on 4 November 
1988 at HK$1.18 each. 

In themselves, these facts may not 
affect BCIL's value. But on whose side 
is Indosuez? They seem to have done a 
better job for BCIL than the minorities. 

@ FOR his part, Lucas argues that 
BCIL minorities are getting a fair deal, 
as the take-out offer represents a 5095 
premium to the share price. But Lucas 
conveniently forgets that management's 
own actions have caused BCIL's de- 
s share rating. And BCIL's assets 

elong to the shareholders, despite 
Lucas’ belief that shareholders really 
only own the shares. 

What this sorry saga suggests is that 
Bond's much vaunted trading ability 
goes little further than an ability to trade 
off his shareholders. Whether or not he 
gets away with it remains to be seen. It 
would be nice if someone in Hongkong 
stood up to him. 

€ INDOSUEZ also wins few prizes 
for its handling of the flotation of ladies' 
silk apparel manufacturer Tungtex 
Holdings. Tungtex joined construction 
company Paul Y Holdings and elec- 
tronics concern. Cos- 
mos Machinery (both 
advised by Bankers 
Trust, the US invest- 
ment bank) in having 
flotation and rights 
issue plans delayed b 
the Hongkong stoc 
exchange. That was 
due to queries about 
earnings records or 
the intended purposes 
of cash raised. 

Stock ^ exchange 
chief executive Fran- 
cis Yuen tells Shroff 
that the listings com- 
mittee is concerned 
that companies' pre- 
flotation accounting 








Yuen: close attention. 








@ UNFORTUNATELY, corporate 
disclosure is a field where much re- 
mains to be done. For a start, the 
stock exchange might ask Li Ka-shing's 
Cheung Kong to elaborate оп its el- 
liptical press release of 28 November 
that it and Peking-owned China Re- 
sources plan jointly to develop 11 mil- 
lion ft? of residential and commercial 
space at Tin Shui Wai in the New Ter- 
ritories. 

The project will continue until 1997, 
which is good for market confidence. 
But surely Cheung Kong shareholders 
have a right to more basic information 
on what the project is actually about. 
What, for example, are the relative 
equity stakes and development costs of 
the scheme? 

The stamp “Peking company" in- 
creasingly seems to bestow the privilege 
to remain inscrutable. A foundation 
called Zhong Shan International, which 
purports to be from China but is sup- 

osedly funded by Overseas Chinese 
rom South America, pays HK$2.5 bil- 
lion or a record HK$4,400 a ft? for the 
Shui On Centre in Wanchai. As Wan- 
chai property has changed hands this 
year at HK$2,250-3,000 a ft, this price 
seems exorbitant. 

Certainly, Shui On's Vincent Lo, a 
Basic Law Consultative Committee 
member, and keen protagonist of 
Sou CHa vone ros China's political line, 
has got a handsome 
deal, though  list- 
ed Shui On does lose 
its strongest source 
of recurrent earn- 
ings. 

Of course, the 
stock exchange is not 
responsible for the 
activities of a private 
company. But should 
a shadowy trust com- 
pav, purporting to 

ave Deng Xiaoping 
as its “patron,” ladle 
out money this way? 
And where actual 
does the cash come 
from? The trend is 





treatment of earn- 
ings should present a "full, true and fair 
view" of profit patterns. The listings 
committee is also paying close atten- 
tion to dead) conflicts of interest be- 
tween the listed company, private fam- 
ily interests and other group com- 
panies. 

Certainly, the stock exchange's de- 
sire to enforce its own rules is only to be 
welcomed. Hongkong's reputation can 
only gain if minorities are no longer to 
be abused by controlling shareholders 
as cash-cows. 





hardly welcome 

€ SO Lo Yuk-sui has withdrawn from 
the takeover battle for Hongkong & 
Shanghai Hotels. Lo and adviser 
Wardley Corporate Finance hardly 
covered themselves with glory in their 
joust with the controlling shareholders, 
the Kadoorie family, one of Asia's rich- 
est families. But the battle was no more 
than a one-day wonder. As the French 
general said of the Charge of the Light 
brigade: "C'est magnifique, mais ce 
n'est par la guerre" (It is magnificent, 
but it is not war). 
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THE LAW 


The politics of greed 


Hongkong lawyers play with fire to preserve the status quo 


By Philip Bowring in Hongkong 


G reed has usually been assumed to 
be an even more powerful 
motivator in Hongkong than elsewhere. 
But the territory's lawyers, assisted by 
other professional interest groups, may 
be surpassing even their own exacting 
standards. In order to protect a cosy 
monopoly from even modest competi- 
tion, the lawyers ai peat willing to play 
dangerous political games with China, 
зри latent xenophobia, and put at 
risk Hongkong's reputation for open- 
ness and internationalism. 

The lawyers and other professionals 
have rallied against a government pro- 
pe to allow foreign law firms to hire 
ocally qualified lawyers, and thus offer 
competition to local firms. In an at- 
tempt to stop the proposal, the lawyers 
endeavoured to enlist the help of China 
to include a clause in the Basic Law — 
the mini constitution for the future 


MARKETS 





Hongkong Special Administrative Re- 
gion (SAR), now being drafted — to 
preserve the status quo. 

A clause has been hurriedly inserted 
into a draft of the Basic Law to say that 
the rules for lawyers operating in the 
SAR would be “on the basis of the sys- 
tem previously operating in Hong- 
kong.” This clause, the work of drafter 
Simon Li, a former judge of the court of 
appeal and member of a prominent 
legal and banking family, has been said 
by its backers to imply that the current 
"existing" system cannot be changed. 
Senior Chinese officials have been in- 
duced to make similar noises — that any 
changes in the legal system before 1997, 
when the territory reverts to Chinese 
sovereignty, would be contrary to the 
Sino-British Joint Declaration. 

This manoeuvre is not merely an at- 
tempt by the lawyers to protect the 


Taipei lurches on 


Bourse swings wildly as investors look for a lead 


By Jonathan Moore in Taipei 


(1 еее volatility coupled 
with record volume levels in re- 
cent weeks have drawn new attention 
to Taiwan's high rolling bourse even 
as investors and analysts have given 
up predicting where it will head 
next. 

On 16 November, market turnover 
was its highest ever, hitting nearly 
NTS80 billion (US$2.85 billion). On 25 
November, with turnover down to 
NTS55.5 billion, the market suffered its 
largest ever fall, a drop of 288 points. 
The next day it posted a record advance 
of 318 points, or 4.696. 

These twists and gyrations fol- 
low a market crash triggered by 
the government's announcement 
on 24 November that capital 
p from stock profits will 

taxed from 1 January. Bewil- 
dered investors, recovering from 
a 19-day, 36% dive, and facing 
the spectre of new accountabil- 
ity to government tax collec- 
tion, are trying to assess the 
impact of the tax or else imple- 
menting strategies to avoid it 
altogether. “This is a very com- 
plicated phase for the market,” 
said David Tran, president of 
BT Yuen Foong Securities Co. 








It has been an extraordinary year. 
The index stood at 8,789.78 when the 
crash hit — a gain of 276% from the be- 
ginning of the year. On 21 October the 
slide was halted by a government-ar- 
ranged buying effort by banks, large 
market players and other institutions. 
Then, а new rally, regarded by some as 
a technical correction, pushed the mar- 
ket up another 3396, from a low of 
5,615.33 to 7,485.97 on 22 November. 
The market closed on 29 November at 
7,083.16. 

The basic factor behind the rally and 


TAIPEI BOUNCES BACK 











status quo; it constitutes agreement 
with the proposition that no changes can 
be introduced by the British administra- 
tion prior to 1997 unless these are in 
conformity with the Basic Law. This 
roposition amounts to an abdication of 
ritish rule before 1997 and is vigorously 
rejected by the government, even if po- 
licy is to "converge" with the Basic Law. 
Lawyers in Hongkong are as well 
paid as any in the world, thanks in part 
to various restrictive practices which in 
turn have produced rampant corruption 
and kickbacks. But the real opposition 
comes from the partners of the larger 
firms whose immensely profitable prac- 
tices would suffer a little competition 
from the US and other foreign law firms 
which would like to be able to hire lo- 
cally qualified lawyers. At present only 
British law firms can practise in the ter- 
ritory. 


Tw opposition to the кеп 

purports to be based on "defe 

of standards." This is ironic, not just 
in the context of the abuses in the pro- 
fession but considering that a large 
part of the law faculty at the Univer- 
sity of Hongkong are not qualified to 
practise in Hongkong. The same ap- 


the continuing support of the market is 
an overwhelming imbalance between 
the growth of new individual stock trad- 
ing accounts — amounting to 644,382 in 
the first 10 months of this year, more 
than double the number existing at the 
end of last year — and the small amount 
of scrip available. Since companies in 
Taiwan do not use the market to raise 
equity, it does not expand as new money 
comes into it. In fact, Taiwan com- 
panies pay out far more money to the 
market in the form of dividends than 
they take in from secondary offerings. 

Also, the exploitative relations 
between the so-called “big mar... 
players," or manipulators, and the small 
investors is still central to the Taiwan 
market. The majority of individual in- 
vestors are taxi drivers and housewives 
who crowd into brokerage trading 
floors daily, and for whom investin 
long-term might mean holding a йок 
for a week. They play at second- 
guessing and chasing the mani- 
pulators' actions. 

The difference now is that the 
market, having been driven for 
so long only by greed, high 
liquidity and general euphoria, 
has been confounded by the 
mixed response of the closely 
watched big players to the crash 
and forthcoming tax. With no 
one to follow, the market is be- 
having something like a bus that 
has lost its driver. 

Some of the dozen or so big 
players are reportedly watching 
the current uncertainty from the 
sidelines. *A lot of the big 
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plies to many government law draftsmen. | 
More remarkable still has been the 
seven other professional bodies is- | 
1 а statement attacking the govern- | 
ment for its policy on the lawyers. They 
include doctors, dentists, engineers and 
accountants — all groups for whom ac- | 
ceptance by professional bodies in other | 
countries is vital. These professions 
have very high rates of emigration to 








countries with more liberal attitudes 
than prevail in Hongkong. 

Perhaps most remarkable of the sig- 
natories were the accountants. The 
local profession is dominated by the big 
eight international firms, such as Price 
Waterhouse and Peat Marwick. Al- 
though their partnerships are techni- 
cally local ones, in practice partners are 
moved from one country to another. 
For example, the senior partner of Price 
Waterhouse, David umann, was 
brought in from Australia just two years 
ago. The accountants once kept out 
those who did not qualify in Hongkong 
and Britain. But for some years the 
qualifications of several countries have 
been accepted, helping to make Hong- 
kong a regional centre for accounting 
firms. 

Legal professions everywhere tend to 


be restrictive, but many in Hongkong | 


are concerned that at worst the lawyers’ 
attitudes, if allowed to prevail, could 
damage Hongkong’s reputation as an 
open economy in services as well as 
manufacturing industries. Only those 
entirely blinded by self-interest could 
fail to see the benefits of Hongkong at- 


| tracting more international business as 


1997 approaches. п 
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8 paye are nervous," said a local mar- 
„ket analyst. "There is less coordinated 
effort on their part" to ramp share 
prices, he said. Meanwhile, market 
| Sources also point out that the strato- 
spheric volumes indicate that other 
maverick investors are still in, churning 

specific stocks to recoup money lost in 
: the crash. 

A typical way big players manipulate 
stocks is by placing a large buy order 
that will slam a share price against its 
daily 5% fluctuation limit, thus luring 
the unwitting masses to rush to buy the 

k. The manipulator then dumps his 

res, making a profit and leaving the 
small investors with the high-priced 
stock. As long as the market continues 
to rise, both sides win. But in a bearish 
market, such as the recent crash, the 
small players get burned. 





TE big players frequently finance up 
to 9096 of their activity through un- 
derground margin lenders, who are 
often legitimately employed as 
stockbrokers, and who are in turn back- 
ed by wealthy individuals. The only au- 
+ thorised margin lending is done through | 
-the Fuh Hwa Securities Finance Co., a | 
‘ruling Kuomintang-owned brokerage. | 
‘which only lends up to 40% of the | 
v stock's value. | 
с Опе irony of the Taiwan market is | 
` that despite computerised tracking of | 
. stock trades at the Taiwan Stock Ex- | 

| 

| 

| 


change, the large manipulators’ use of | 
underground financing channels contri- | 
-butes to the lack of accurate informa- 
on on some important aspects of mar- 
et activity. 





There are signs the government is 
considering a tougher attitude towards il- 
legal trading activity. On 25 November, 
the Securities and Exchange Commis- 
sion announced it would soon release 
names of 22 people who had violated in- 
sider trading rules. 

Meanwhile, stock analysts say the 
government's move on 10 November to 
raise the daily fluctuation limit from 3% 
to 596, while aimed at making stock 
manipulation more expensive, actually 
provided the manipulators with a larger 
daily price swing to make profits. Mar- 
ket sources say raising the limit to, say, 
1096 or 20% would have a greater 
stabilising effect. 

Most of Taiwan's larger companies 
that play the market to supplement 
operating revenues are said to have es- 
caped relatively unscathed from the Oc- 
tober crash, as many had reduced expo- 
sures at the time of the downturn. 

In the run up to the new capital-gains 


tax, many investors and companies have | ‹ 25810 
| ity of a rush by life insurance companies 


been trying to spread their tax liability 
by opening several accounts under 
nominees’ names. As stocks bought this 
year are not taxable under the new 


| rules, some market sources predict а 


pre-year-end rally, followed by a cool- 


| ing in early 1989. Others believe the 
| slump could arrive before the end of the 
| year as anxious investors flee the tax. 


Another school suggests high liquid- 
ity and general gambling enthusiasm 
will continue to drive the market until 
what some economists see as an inevita- 


| ble credit squeeze brought about by the 
| government to curb mounting inflation- 


ary pressures. п 
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Bankers 
at odds 


US dollar set to tumble 
if support effort weakens 
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By Charles Smith in Tokyo 


Ithough 1988 has seen fewer drama- 
tic movements in the yen-dollar ех» 
change rate than previous years, the 
markets may yet have to brace them- 
selves for action over the next few 
months. Doubts about the effectiveness О 
of the US Administration's policies for | 
coping with its trade and budget deficits 
are one reason why the dollar now looks 
set to fall. A second reason lor concern 
is the apparent decline in the ability. or 
will, of central banks to act together to 
support the US currency... 
Psychological factors, such 
supposed mental state of ce 
ers, might not matter much if | 
ing trends in major economies poi 
wards exchange rate stability. В 
ever, recent figures suggest that 
gradual reduction of Japan's mass 
bilateral surplus with the U 
running out of steam. Measu 
lar terms, Japan's surplus w 
rose in October for the fo 
five months. " 
Strong Japanese expo 
October and an equally 
ance by Taiwan, whose 
US is now second 
suggest that the US trade figures 
tober (due for publication on 
cember) may turn out to be am 
worst since the start of the усаг, 
If the US October trade gap excee 
JS$13 billion, the dollar is likely to 
below ¥120, breaching the floor | 
which was successfully defended by 
tral banks in January 1988 when the dol 
lar at one point hit US$ ¥ 120.45, A 
US dollar valued at less than ¥ 120 cow 
be bad news for the Tokyo воска: 
according to Sumio Fukushima, à 
manager at Sumitomo Bank's treasury - 
department. у 
More serious would be the possibil- 
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and trust banks to "re-hedge" their in- | — 
vestments in US Government bonds. | 
Fukushima estimates that roughly one 
third of the dollar-denominated invest- 
ment portfolio of life insurance com- 
panies is covered at present by hedging 
in the form of forward dollar sales. An 
attempt by the industry to step up Hos 
ratio to say 40% could exercise massive 
downward pressure on the market. 

The counter-argument to fears.of û 
sharp dollar fall is that concerted central _ 
bank intervention to support rates ар 
current levels has been shown to work | 
— at least more effectively — since the E 
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finance ministers and central bank gov- 
ernors of five nations agreed an infor- 
- mal range of exchange rates for major 
currencies. Central banks worked 
smoothly to defend the dollar in Janu- 
ary 1988, the argument runs, and the 
Bank of Japan (BoJ) showed its muscle 
again in late November when the dollar 
began to slide alarmingly in the after- 

` math of the US election result. 
Predictions that the US dollar would 
| -fall through the ¥120 level оп 25 Nov- 
| ember (when the rate at one point hit 
32120.70) were proved wrong largely 
_ |. because of massive BoJ buying. Deter- 
mined BoJ action to support the dollar 
at, or above, ¥120 now seems to have 
‘the full backing of the Ministry of Fi- 
5o] nance (MoF), which has not always 
. | been in step in recent months with cen- 
та bank thinking on exchange rate pol- 
dey. However, there are serious doubts 














7 banks toa ат policy. 
Estimates based on market reports 
сапа movements in foreign exchange re- 


: Vened in the Tokyo market on 14 occa- 
sions between 31 October and 25 Nov- 
ember, buying a total of around US$4.3 


vigorously, buying about US$1 billion in 


11 seperate interventions. Far more 
striking is the behaviour of the West Ger- 


.| CLAIMS 






ne thing can be said about the three 

Low brothers: they do not give up. 
The three Malaysians who formerly 
controlled Hongong’s Ka Wah Bank 
may be living in Taiwan as fugitives 
from Hongkong where they jumped bail 
after being charged with fraud involving 

` HK$600 million (US$76.9 million). 

And it may be almost three vears 
since the rescue of Ka Wah, of which 
Peking-controlled China International 
Trust and Investment Corp. (Citic) ac- 
quired 9076 with the help of the Hong- 
kong Government, which gave an inde- 
mnity for bad loans. 

But the Lows are battling on from 
Taiwan, perhaps emboldened by some 
hefty profits made from the Taipei 
.Stockmarket. They have written to Ka 
Маһ shareholders outlining what they 
claim was a conspiracy against the bank 









"they will “commence a series of legal ac- 
tions on a worldwide basis." 

They do not address the fraud allega- 
| tions. But they do make some allega- 
| | о about long drawn out negotiations 











February 1987 Louvre accord when the 


about the commitment of other central | 
serves suggest that while the BoJ inter- | 


billion, the US Federal Reserve acted less | 


E ру various parties in Hongkong and say | 


` have bought а тете US$250 million in 
three seperate interventions — anexam- 
ple of “token d forthe concept of 
concerted central bank intervention. 
Foreign exchange market watchers 
in Tokyo say the Bundesbank's lack of 
| interest in "rescuing" the US dollar re- 
flects the fact that the US unit has yet to 
reach its historical floor level against the 
deutschemark, while the West German 
unit, itself, may still be overvalued in 
yen terms. But there are also suspicions 
of ill-feeling between the Japanese and 
West German financial authorities be- 
cause of a series of “misunderstandings” 
during July and August. 


J lysts suggest, in conspiring to push 
up the dollar shortly before the 1988 To- 
| ronto summit. The measures taken to 
achieve this included special "guidance" 
| by Japan's MoF to securities companies 
to step up investments in the US Govern- 
ment bond market. MoF is also said to 
have advised life insurance companies 
| to de-hedge part of their US bond 
portfolio by buying back dollars which 
had been sold for hedging purposes. 
The strong US dollar policy pursued 


mer undoubtedly helped the US to con- 
trol inflationary pressures in its domes- 
tic economy, and may even have pro- 
vided a boost to the Republican presi- 





| Low, but not out of sight 
| : | Fugitive Low brothers fight on over Ka Wah Bank 


By Philip Bowring and Christopher Marchand in Hongkong 


between June 1985, when there was a 
run on Ka Wah and the Citic takeover in 
January 1986. Over this period the 
Lows negotiated with various parties, 
including another China entity, Kaihin, 
à Dutch insurance group, Amev, and 
others, through Bank of East Asia. Al- 
legations included the negotiation — 
but not execution — of share options 
and payment of commissions and 
sweeteners. 

Meanwhile, a Hongkong public 
company associated with the Lows, 
Asean Resources (AR), which has been 
suspended for two years, is in the mid- 
dle of a takeover controversy. AR is 
currently the subject of a takeover offer 
from Pinemount, a company controlled 
by diamond merchant William Doo. 
AR was earlier controlled by the Lows' 
Singapore associate Tan Eng Sing. In 
1986 control passed to a Malaysian, Yap 
Sing Hock, in a deal financed by Ka 
Wah. Yap used some of AR's money to 
acquire a company called Solid Gold. 

But most of the money, said a Hong- 
kong judge, either went into Yap's poc- 








apan and the US acted alone, ana- | 


by the two governments during the sum- | 





cans’ need to counter the Democrats’ 
charges that the economy was drifting 
out of control. What the period of dollar 
| strength also did was to stimulate in- 
flationary concerns at the Bundesbank 
as the Deutschemark slipped to unac- 
ceptably low levels against the US unit. 

Some Tokyo analysts suggest that 
West Germany, and possibly other 
European nations, bitterly resented 
being left out the bilateral US currency 
debate during the summer. But their re- 
sentment is said to have been directed 
against the MoF rather than the BoJ, 
which did its best to ер lines open to 
other central banks. MoF insistence on 
a high dollar rate may have been partly 
motivated by the desire of Finance 
Minister Miyazawa to strengthen his ties 
| with US president-elect George Bush, 
| and thus to enhance his own position in 
| the race to succeed Noboru Takeshita as 
Japan’s next prime minister. 

The aftermath of the July-Au 
high-dollar policy was the steep ѓа... 
the dollar which began on 10 October 
(when European central banks took ad- 
vantage of a Japanese national holiday 
to launch a round of dollar selling), fol- 
lowed by the further decline after the 
US election on November. To prevent a 
third slump in the dollar's fortunes be- 
fore the end of the year, Tokyo analysts 
believe it is essential for Japan to start 
mending its fences with European cen- 





7 man Bundesbank which is estimated tọ | dential campaign, given the Republi- | tral banks. п 


kets or to the Lows. The case arose 
when Ka Wah, by then controlled by 
Citic, obtained a court order preventing 
AR, a creditor of the bank, from dispos- 
ing of shares in Ocean Front, a private 
Singapore company connected to the 
Lows. The judge gave the order to ?рге- 
vent Yap and the Lows from plunder- 
ing" Ocean Front. Ka Wah and AR 
claims were subsequently settled 
manoeuvrings on Ocean Front 4... 
tinue. 

As part of the defence in the pre- 
| sent takeover battle, AR bought 50% of 
Sunshine Tower, a company which 
owns Singapore properties, from its 
40%-held associate Ocean Front. In 
payment, new shares amounting to 
9.42% of AR’s enlarged share capital 
were issued to Ocean Front. The 

Pinemount side suggests that Yap — 
| who owns 30% of AR — and the con- 
| trolling shareholder of Ocean Front are 
one and the same. 
| If so, the share issue to Ocean Front 
| would put him in breach of the Hong- 

kong takeover code which requires a 
general offer to shareholders once hold- 
| ings exceed 35%. Yap is currently fac- 
| ing criminal charges in Malaysia on 
other matters. 

Whatever the outcome of the AR 
deal, there will be keen interest in 
watching the direction of the flow of 
funds from the remnants of.the Low 
brothers’ empire. ü 





















Е" analysts say that the Hong- 
kong Government forecasts for 
1988 GNP growth, which were officially 
revised upwards by one percentage 
point to 6% in September, remain con- 
servative. The National Westminster 
Bank, for example, predicts a growth of 
8.5% for the year, though some further 
slowdown is expected in 1989, 

Nevertheless, growth this year will 
be substantially lower than the 11.2% 
recorded in 1986 and the 13.6% growth 
in 1987. Strong growth in re-exports this 
year, coupled with firm consumer de- 
mand stemming from higher real wages, 
has partially compensated for the sharp 
dran in domestic exports. 

According to the latest provisional 
-.e es, exports for August through Oc- 
tober increased 11.2% over the same 
eva а year ago, but re-exports rose 
7.4%. Total exports increased 33% 
while imports were up by 35.1%. 

At the same time, the growth in the 
territory's rate of industrial production 
slowed down in the second quarter, the 
Census and Statistics Department re- 
pored, The industrial production index 
or the quarter was 121, a rise of four 
points or 3.4% over the same period a 
year ago. 

The garment and textile sectors reg- 
istered negative growth for the quarter 
compared with the same period last year 
— a drop that is reflected in the latest 
fall in export figures. The industrial pro- 
duction index for garments was 106, a 
drop of 7.8% over the same period a 
year ago, while the textiles index, at 
107, was down by 7%. 

The largest production increase over 

same siena à year ago was regis- 
wacd by the tobacco industry, with the 
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Growth beats forecasts 


index for for the second quarter reach- 
ing 151, an increase of 42.5%. 

The machinery industry also regis- 
tered significant growth, up 26.196, and 
the newspaper and printing industry 
rose by 24.5%. The electrical and elec- 
tronic parts industry grew by 21.5% and 
paper and paper products 20.3%. 

Inflation slowed marginally in Oc- 
tober, compared with a month earlier. 
Hongkong's two consumer price indices 
(CPI), series A for household expendi- 
ture of HK$2,000 (US$456.40) to 
HK$6,499 а month and series B for 
households from HK$6,500-9,900, rose 
7.6% and 7.5% respectively, compared 
with the same month а year ago. The 
growth rates are down from the 8.8% 
rise for the CPI (A) and 8.3?6 increase 
for the CPI(B) recorded in September. 
For the year ending October, the aver- 
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age CPI (A) and (B) climbed 7.3% and 
7.1% respectively. 

The labour market continues to re- 
main tight, with the unemployment rate 
falling and underemployment still low. 
The Census and Statistics Department's 
latest figures put unemployment for 


July-September at 1.6% — a mere 
43,000 members of the workforce were 
without jobs. For the previous three 
months, unemployment was 1.895. 

In addition, only 0.6% of the work- 
force or 15,400 people were under- 
employed for the period July-Sep- 
tember. Compared with the previous 
quarter, this represents a drop by 0.1 
percentage points and a decline of 0.4 

rcentage points from the same period 
ast year. Underemployment is defined 
as those working less than 35 hours а 
week. The provisional unemployment 
rate for August-October was 1.5%. 

Figures recently released for the 
growth of investment in Hongkong's 
manufacturing sector during 1987 com- 
pare unfavourably with the overall posi- 
tive economic indicators for the terri- 
tory. Both China and the US reduced 
their investments. The Department of 
Industry's survey shows that overseas 
investment rose 8% to HK$21.1 billion 
compared with a rise of 26% in 1986. 

e US remained the largest over- 
seas investor with almost HK$7.7 bil- 
lion, but this investment was down 
4.4% from the HKSS billion in 1986. As 
a result, the US share in total invest- 
ment declined from 41.2% in 1986 to 
36.4% in 1987. 

China's investment also declined. Its 
investment in the manufacturing sector 
was almost halved, declining from 
НК$3 billion in 1986 — equal to 15.2% 
of total overseas investment — to 
HK$1.7 billion or 8.2% of overseas in- 
vestment. — Ellen Salem 


Japan's largest door-to-door parcel service raised earning 
ashare from Y 8.90 to ¥9.19. 


Taiwan's leading paper company made up for lower 
domestic 


margins by share sales and cumenoy aM 
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28 Nov, i Year agot 28 Nov. Prime 1-year interbank interbank Interbank 
ati ыыы | fending i 1 montht 3monthst 6monthst 
Australia 4$ | 1169 1233 |1417 eie jsnetonder | + | 
Britain 29 | pee 0.590 ©з Australia 16.50 14.50 | 14.59375 15.00 15.125 
t 1.197 1.231 1.238 j | 
M 5918 i 5.93 6.333 5.587 Britain i 13.00 | ~ i 12.8125 | 13.09375 13.0625 
dollar 7.808 | 7.8105 7.8035 7.774 | _ | 89375 
rupee 14.982 | 15.085 14.332 12.85 Hongkong | sso | | 825. 2 38.6815 
rupiah 1,721.00 1,719.00 1,699.00 1,650.00 Indonesia 22.00 - 21.00 i м.а. n.a. 
pi | 121.90 122.525 133.65 132.10 | | 
Malaysia dollar 2,680 2.6735 2.6575 2.485 Japan | 590 = j 450 4.5625 4.5625 
New Zealand ^ dollar 1.527 1.547 1.598 1.543 | 73375 | 
. Pakistan rupee 18.6813 | 18.6813 17.83 17.4825 | 
Philippines peso | 21.40 | 21.392 21.08 21.05 Malaysia 6.75 ы | 4.00 4.10 4.20 
Singapore dollar 1.944 | 1.9488 2.0345 2.028 | | 
SOIN Koreai wed 688.00 | 690.10 721.90 796.10 New Zealand 16.50 1460 — | 1460 14.55 14.50 
SriLanka rupee oct | 32.949 и enn Philippines 4.125 17.801 | 13.50 14.00 14.00 
Switzerland franc 1. 1.459 1.5715 К й | 
Taiwan NT dollar 28.11 28.12 28.77 29.43 Singapore 613 = | 475 5.00 5.125 
Thailand baht 25.08 25.006 25.52 25.36 thik 4 12 "E _ 6 
West Germany mark | — 1732 17365 | 1.8625 1.37 South Кога 1180 NE | 
UN UU S REOS Taiwan 5.75 5.01 3.75 | 4.50 5.15 
uoi Mc Communist Thailand 12.00 7.20 | 1200 — | 12225 = 
E 4 
Bangladesh taka 29.80 | 3220 China US — 10.50 8.746 | 8.75 9.50 | 9:50 
сјајна и те | ы USS = Rmb 3.722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATES} 
Macau paises 8.05 | 8.05 HK$ Атр 0.476 L 1 month 3 months 6 months 12 month 
` Nepal rupee 26.50 | 24.00 Soviet Union ба МЕ 
LC а жаш QM. с ао 1300 races | 12998 
poop IDEE EON) DEDE QUA жыла 1 * a н б, 
Other: SOR1 = US$1.36743, ECUT = US$1.2083, Laos "ing | 
$$1=М%1.379, £1 - HKS14.3413, USS = New Kip 430.00 Yen 4.875 4.4375 4.4375 4.50 
3 months forward: Japan Y 122.00, Vietnam Swiss Fr. | 5.0625 5.00 4.6875 4.625 
Hongkong HKS$7.787, Singapore S$1.9474, Dm 5.125 5.0625 | 5.125 5.1875 
i *Selli USS «Dong 2,600.00 | : t i j 
{Middle rate "Selling rate | 9 AS коб jah 14625 15% 
Source: Telerate for spot and forward rates from Asian money markets, Republic Na- 10.1875 10,5625 10.125 1025 
tional Bank of New York for banknote selling rates on the Hongkong market UN ope NEM = ote loi. دی‎ 
and Deak International Ltd for official rates. *long tern — **shortterm tofferedrate — Source: Telerate, Vickers da Costa & Co. 
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9.08 
9.18 
9.25 
9.38 


4.09 
4.80 
4.07 
4.80 


n.a. 
na. 
5.63 
6.28 


na. 

n.a. 
13.63 
13.25 


10.26 
10.08 
10.34 
10.35 


n.a. 
n.a. 
11.29 
10.58 


1411 
13.50 
14.27 
13.48 


4,51 
4.68 


7.22 
7.64 








Last sale to 28 Nov. 
MM T —ÓT- M == - 
Previous 3months Year 
mE week ago ago 
eo "S i PN RNC 
Gold London (3) US$: 
ER » 423.75 417.05 431.35 491.25 Domestic 3-5 yearst 
r ew Yorl 4 7-10 yearst 
yiii Mind (Dec) e en 135.90 103.05 118.10 International — 3-5yearst 
. deli А А 
Aluminium London " | | TO years 
Current delivery (Dec.) 1,255.00 1,222.50 1,720.00 902.00 Yen: 

~~ Mar, delivery 1,255.00 Domestic 3 years t 
Tin Kuala Lumpur (2) 19.41 19.50 19.70 17.09 "Оувагэ г | 
Cotton New York (4) International 3-5 yearst | 

de т (Dec.) 55.70 52,39 52.25 71.25 Bm: suc 
. 55.70 : | 
Rubber KualaLumpur (9) Domestic 3-5 years” | 
А | 
Current delivery (Dec.) 277.00 271.00 338.50 263.50 10 years | 
Mar. delivery 279.00 international — 3-5yearst | 
Paim Oil Kuala Lumpur (5) 7-10 yearst | 
кайкы delivery (Оес.) 972.00 998.00 973.00 867.00 А$: | 
$ s delivery Я is 998.00 Domestic 3years! | 
ида ! ew 10 years! 
су (Jan.) 9.90 9.60 10.19 7.40 international — 3-5yearst | 
> 10.94 s 
Pepper Singapore (10) és: 7-10yearst 
Sarawak Asta bik 100% о 

Wheat hago e 480.00 485.00 387.50 952.50 Domestic years * 

5. Current delivery (Dec.) 10 years * | 
Маг. delivery } о 411.00 390.00 | 303.40 International — 3-5years! | 
Maize Chicago m ` 7-10 years! 

"Cutrent delivery (Dec) 265.00 258.20 27720 | 19000 & | 
| Mar, delivery 274.00 | Domestic 3yearst | 
Rice Bangkok (8) | 10yearst | 
Бсү whitetob ۹ 305.00 305.00 305.00 278.00 International ne yearst | 
yabeans icago -iüyearst 
Current delivery (Jan.) 765.60 731.00 831.40 610.60 NZS: | 
ёс? Buses! iti 778.00 Domestic 3-5 years t 
. 7-10 yearst 
Мы roi (Dec) 862.50 851.00 872.50 1,088.00 | | International — 3years* | 
: 882.50 : 7-10 t] 
Cottee London (n SFr years | 
йлн Nona (Nov.) 1,067.50 1,067.50 1,009.00 1,229.00 3-5yearst | 
i 1,082.50 
Petroleum Tokyo (11) ЕС 7-10yearst | 
Sumatran light 11.30 1130 14.50 17.30 ; | 
Brent Londen) oUt 1230 | 1230 14.70 17.725 3-5 years! 
* i" pat ENE SE 7-10 years? 
itifatonne @)MSakg  (3jUS$anoz  (djUSCalb (5) MSatonne (6) USe a 60 tb bushel ai 









@ use a56ibbushel @)US$atonne (S)Mcakg  (10)5$a100kg (11}US$abarrel Source: Telerate, Reuter. 
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8.35 
8.63 
8.50 
8.83 
4.19 
4.81 
417 
4,78 
5.88 
6,385 
5.52 
6.18 
n.a. | 
па | 
13.28 
12.58 | 
| 
977 | 9.55 
977 | 98 
978 | 971 
9.90 | 10.08 
n.a. n.a. 
n.a. | па, 
1025 | 9.13 
9.96 | 9.62 
i 
| 
13.383 | 14.22 
1290 | na. 
13.08 | 13.85 
13.045 | 12.875 
i 
i 
436 | 400 
4.64 4.58 
i 
7.11 6.98 
7.53 7.85 
Source: Telerate. 
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ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 
E enu | ET 


Economic Growth % (real) (1) 
1987 


1988 


International Reserves (5) 
Latest USS12.87b 


(Sept.) 
Year eartier USS10.42b 
Trade me (total merchandise) 
т USSO.81b 
uly. А 
"USS0 35b 


-USS0.44b 











MALAYSIA 


Economic Growth % (real) (1) 
1987 


1988 
International Reserves (5) 
Latest 


nhi 
Year earlier uss7 eb 


+USS0.61b(4) 


USS4.08b(4) 
-1.0 
*34.9 


USS3.47b(4) 
+3.2 


ee 
USS dsb 


US$12.11b 
+35.87 
+29.98 


US$12.63b 
* 32.18 
+22.83 


Amb 823.31b 


(Mar.) 
*2.6(11) 
+29.4 


PHILIPPINES 


CIRC ale 
ag cud 
4 % 


SS37.63b 


К 


+9.5 


(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index A (3) M2 or currency plus bank 


except for Singapore (6) Customs basis (7) fob (8) сї (9) Excluding 


pales MICE нон НЕ 


products 


USS4.88b : USS90.28b 
(June) ( (Sept. 
USS6.43b : USS71.78b 


USS0.95t 
(Jan.-Mar.) 
-USS1.57b 
-USS1.51b 











11.0-12.0 


USS11.73b 


USS15.84bí(6) 
*6.5 
+28.9 


USS13.58b(6) 
+4.3 








Malaysia only (5) IMF definition of reserves minus gold 


deposits (4) Peninsular 
(10) M3 (11) % change over past 3 months : Official statistics. 
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Oil talks stall early gains 


THE last day of the period, 28 November, brought Opec’s plans to cut oil production and raise prices. Sub- 
sequent fears of higher inflation and interest rates helped snuff out several minor early-period gains. 





TOKYO: Eight days of gains ended 
with a modest decline on the second 
day of the period. Uncertainty pre- 
vailed, and the Nikkei Average fell 
below 29,000 on the final day. Trading 
volume averaged 983.6m shares. 
Sumitomo Chemical fell from ¥920 
(US$7.6) to ¥912, while Nippon Steel 
was down ¥3 to #935. Japan Line rose 
from ¥472 to ¥501. 


HONGKONG: An early three-day rally 
in healthy trading pushed the market 
up, only for it to lose most gains later as 
oil price and interest rate fears set in. 
Average daily volume was 683m 
shares, worth HK$1.14b (US$146m). 
Hongkong Land rose 40 HK cents to 
HK$8.90; Hutchison rose 25 HK cents 
to HK$8.40, and Cheung Kong put on 
30 HK cents to HK$7.55. 


SINGAPORE: Volume topped 20m 
shares a day for the first time in a 
month as buyers moved into the mar- 
ket. But interest soon fizzled out and 
the average turnover for the period 
sank to 15.3т shares, valued at 
S$33.8m (US$17.4m). National Iron 
closed 4 S cents down at S$4.50 but 
City Developments managed an 8 5 
cents gain to finish at S$2.77. 


KUALA LUMPUR: The market had a 
minor rally at mid-period when local 
bargain-hunters spotted overseas in- 
stitutions buying blue chips. Prices fell 
back a little after the weekend, and the 
index finished at 347. MAS closed at 
M$6.85 (US$2.6), 10 M cents up, and 
Harrisons Malaysia rose 15 M cents to 
M$6.50. Volume averaged 7.7m shares 
a day, valued at M$18.4m. 


BANGKOK: Sentiment was poor, de- 
spite the government's oil price сш. 
and the SET index ended the period 
below 400 points. Daily volume aver- 
aged 4.8 million shares valued at Baht 

m (US$l6m). The Nation led a 


| handful of rising shares up Baht 29 to 
_ Baht 411 on its capital increase an- 
- nouncement. Crown Seal led losers, 


off Baht 33.5 to Baht 73.5. 


MANILA: Mining stocks. aided by a 
rise in sopper prices. accounted for 
65.3% of the week's value turnover. 
with Atlas-B's 18% rise to P36 
(US$1.68) leading the sectors ad- 
vance. Commercial-industrials were 
mainly steady, with San Miguel-B up 
P2to P219 and PLDT up P1 to P231. 
Turnover averaged 652.35 million 
shares a day. worth P88.12 million. 











AUSTRALIA: The market bounced 
back through the 1,500 АП Ordinaries 
barrier. But the recovery proved short- 
lived, with the index losing all its gains 
at the end of the period. ANZ posted a 
16 A cents (13.9 US cents) gain to 
A$5.44 and WMC rose 17 A cents to 
A$4.87. Adsteam lost 18 A cents to 
ASS.46. Daily turnover averaged 
87.17m shares, worth A$146.41m. 


NEW ZEALAND: Cabinet divisions 
over economic policy persisted and 
combined with overseas nervousness 
and higher interest rates to push the 
market to an eight-month low of 
1846.65. Volume was very low: 38.7m 
shares worth NZ$57.3m (US$37.6m). 
Fletcher Challenge dropped 2 М7 
cents to NZ$4.46. Brierley was down 5 
NZ cents at NZ$1.22. 


SEOUL: The governments easy 
money policy pushed bond yields 
down, and so the market again finished 
at arecord high, with trading also at re- 
cord levels — 18.3m shares a day, 
worth Won 421.7b (US$615.6m). Fi- 
nancials still led the charge; short-term 
finance companies rose 12.3% and 
banks were up 11.2%. Hanyang In- 
vestment & Finance rose 16.3%. 


TAIPEI: High anxiety capped the re- 
cent rally, and after wild swings the 
index finished 148 points down. A re- 
cord 288 point fall on 25 Nov., owing to 
oil price rises, was followed by a record 
318 point jump next day, Turnover 
was down slightly at NT$61.65b 
(USS2.19b). Nan Ya Plastics shed 
NTS10, to NT$96.50. Chung Hwa Pulp 
fell 9.5% to NTS80.50. 


BOMBAY: There were only two trad- 
ing days during this holiday-shortened 
period, and equities slid on end-ac- 
count considerations. High carry-for- 
ward charges of some 48% annualised 
and steep increases in the daily margins 
on 32 volatile scrips discouraged specu- 
lation. Associated Cement ended Rs 
374 (US$25.8). down Rs 17. Reliance 
fell Rs 14 to Rs 159.5. 


NEW YORK: There was talk of a tradi- 
tional Thanksgiving rally, and indeed. 
both the Dow Jones Industrial Aver- 
age and the Morgan Stanley Capital In- 
ternational Index finished slightly 
higher. But only 434.5m shares were 
traded, and though the market ab- 
sorbed higher interest rates, and the 
threat of higher oil prices, it still lacked 
direction. 
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e Boeing 767 is opening a world 
or new routes and business oppor- 
tunities. 

It has the lowest operating costs per 
trip of any jetliner with comparable 
range, including those still under 
development. And it has the range to 
link Asia with Europe and North 
America. 





The 6/7 turns 
the great circle into 
solid gold. 


This unique low-cosv/long-range com 


bination enables airlines to increase 
the frequency of existing interconti- 
nental services — and to open new 
long-range services which would not 
be viable with any other airplane 


The 767 is already providing daily ser- 


vice between North American cities 
and Paris, Manchester and Zurich. It’s 


also opening 
The Boeing 767. R 
surpassed only by the Boei 


Operating costs low i 
petitor. For ait 


it represents a § yide 


BOEING 













*Look after this 
planet, it’s the only 
one we have” 











A personal message 
е Duke of Edinburgh, 
WWE International President. 


Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species. 
The destruction of tropical forests. 
All these have been headline news 
for many years. 

But they're only the tip ofan 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and éver- 
growing human population. 

This hammering is cumulative. 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction. 


Our life-support system 


Alllife on earth is inter- 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans. 

This natural system is our life- 
support system, and if we damage 
any part of itwe are putting our 
own survival at risk. 

The purpose of WWF - the 
World Wide Fund for Nature – and 
all the other nature conservation 
bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health of our 
planet, itis the only one we have. 


Write for further information to 
















The Regal Meridien Hotel is 

Hong Kong's one hotel with а 
classically European ambience. It 

shows in a superb French gourmet 
restaurant and an authentic Parisian 
Brasserie. 

























Yet this quietly luxurious world is 
in the very heart of Tsimshatsui's 
bustling business, shopping and 
entertainment area. 
























Stay with us soon and experience 
an ambience that's unmistakably 


Regal. 

























REGAL MERIDIEN HOTEL WWF International, CH-1196 
HONG KONG Gland, Switzerland. 





& REGAL INTERNATIONAL HOTEL 


For reservations, call your travel agent, Utell International, Air France, 
Meridien Reservations International (MRI) or the hotel direct. Mody Road, Kowloon, Hong Kong. 
Tel: (852) 3-7221818, Tix: 40955 HOMRO HX, Cable: HOMRO, Fax: (852) 3-7236413, SITA: HKGROAF 





World Wide Fund For Nature 





CLASSIFIED ADVERTISEMENTS 
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APPOINTMENT 








ASIAN INSTITUTE OF TECHNOLOGY 
BANGKOK, THAILAND 


Applications are invited for one faculty position in 
the Division of Energy Technology at 
Associate Professor level in: 
ELECTRICAL ENERGY MANAGEMENT 
PhD and academic experience required. Internationally 
competitive terms and conditions. 
Closing date: 13 January 1989 
for further details write to: 
Chairman, Division of Energy Technology, Asian Institute 





of Technology, P.O. Box 2754, Bangkok 10501, Thailand. 





SONAL 





THE 
DIPLOMAT HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 
TEL: 01-235 1544 
TELEX: 9226679 DIPLMT G. 
Single: £49.95 + VAT 
Double/Twin: £64.95 -- VAT 
All rooms with private facilities, col- 
pour television, direct dial telephone, 
lhairdryers, coffee and tea makers. 
Substantial breakfast served in 
bedrooms. 





UK IMMIGRATION 


Specialist professional firm 
provides complete service 
for clients requiring UK im- 
migration. Free booklet on 
UK immigration rules and 


procedures available from: 
GARRICK & CO 


Att: FE 
1 de Walden Court 


B5 New Cavendish St. 
London W1M 7RA 
Tel: London 631 0659 


Fax: 436 4311 
Telex: 8954102 








NOTICE 











EDUCATION 





A one-year Next program 
management begins 
development August 1989 
program 

offering the 

Master of 

Business 

Administration 


University 
of Southern 
California 





Graduate 
School of 
i Degree 
Business emphasizing 
feni А global and 
Administration Pacific Rim 
business studies 


IBEAR MBA Program 
Graduate School of Business Administration 
University of Southern California 
Los Angeles, California 90089-1421 
Phone: 213 743-2272 
Telex: 4720490 USC LSA 
Facsimile: 213 749-5887 














Readers are recommended 


nake appropriate enquiries and take approp- 
riate advice before sending any money, incurring 
any expense or entering into a binding commit- 
ment in relation to an advertisement. The Far East- 
ern Economic Review shall not be liable to any per- 
son for loss or damage incurred or suffered as a re- 
sult of his/her accepting or offering to accept an in- 
vitation contained in any advertisement published 
in the Review. 























COPYRIGHT REPRINTS 


The combined efforts of the Far Eastern Economic Review's large and 
highly skilled editorial team have made it the premier source of informa- 
tion for those who do business, or have an interest, in or with Asia. 


As a testimony to the publication's editorial quality, many Review articles 
have, over the years, been reprinted in newspapers, magazines, educa- 
tional textbooks, newsletters etc throughout the world. 


Should you as an editor, publisher or on behalf of an organisation, educa- 
tional establishment etc wish to enquire about our reprint and copyright 
charges, please address your correspondence to: 

Managing Director 

Review Publishing Company Limited 

GPO Box 160, Hong Kong 

Tel: 5-293123 Fax:5-8656197  Telex:82804 REVMD HX 


We welcome enquiries from all interested parties and assure you of our 
prompt, individual attention. 


vas University 
КАЛ Degrees 


eme 


BBA/MBA COURSES 

Private non-traditional unaccre- 

dited University offers external 

Bachelor and Master of Business 

Administration courses. Also Doc- 

torate (Ph. D) programme 

There ‘are no residential require- 

ments and the courses can be 

taken anywhere in the world. Full 

details are available from: 

Neil Gibson & Company, 

acm FER, PO Box 3, Sudbury, 
olk, England. 
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USA SOUTHERN NEW MEXICO 


4,000 SQ. FT., 18 OFFICES, 3 BATHS 
FIREPLACE, COMMERCIAL KITCHEN, 
GREENHOUSE, 2 ACRES NEAR: NASA 


STARWARS MISSILE, RANGE ARMY! 
AFB SKIING. $165,000.00 

BOX 1237, STAR ROUTE, SOUTH 
ALAMOGORDO, NEW MEXICO 88310 
(505) 434 6240 





If you have something 
tosay...sayit 
in the Classifieds! 





LOTTERY | 





3/4 BILLION 
DOLLARS! 


Yes. over $750 MILLION in prize 
money was won in 1987 by 
Subscribers to the famous and 
popular AUSTRALIAN LOTTO 
JACKPOT GAMES including 145 
FIRST PRIZE POOLS of between one 
million and eleven million 
dollars and over 500,000 weekly 
prizes 

Overseas members of 
AUSTRALIAN LOTTERY SYSTEMS 
(A-L.S.) now play in 5 separate 
draws each week in the lotto 
system with the HIGHEST STAKES 
AND LOWEST FEES worldwide 
50-weeh membership gives you 250 
draws with 3,600 chances of 
winning rich TAX-FREE PRIZES. 
paid in one lump sumi 

DOUBLE. TRIPLE (and more PRIZE 
MONEY THAN IS OFFERED BY CANADIAN 

AND GERMANS GAMES 
AT A FRACTION OF THEIR CHARGES 
Subscriptions 


from only Гог FREE BROCHURE 


and more 


9252! information тай 
coupon (о: 


ALS. 

G.F.O. Box 5296 

Melbourne. 3001. AUSTRALIA 

ГАХ: +613 - 527 2088 

NAME _ 

ADDRESS = 

— — COUNTRY 

VALID ONLY WHERE LEGAL 





LETTER FROM HALFMOON BAY 


ome of the keenest interest in the 

daily news reports of the health of 
the Japanese emperor, Hirohito, is to 
be found among the 420 residents of 
Halfmoon Bay, New Zealand. 

Halfmoon Bay lies about 10,000 km 
from Tokyo, farther south than the Ja- 

anese island of Hokkaido is north. But 
in the South Sea Hotel, ruddy-faced 
fishermen dressed in blue overalls, wool 
caps and gum boots discussed the em- 
peror's condition as they downed their 
pints of dark ale. 

Halfmoon Bay — the official name 
Oban, after the Scottish town, is 
shunned by locals — is the only surviv- 
ing settlement on Stewart Island, the 
southernmost landform in New Zea- 
land. Approaching the island by ferry, 
the isolated fishing village emerges as a 
collection of neat, almost fairy-tale 
wooden houses and buildings scattered 
over the hills surrounding the bay. With 
its wind-swept climate, coal-burning 
stoves, and with street names like Ar- 
gyle and Dundee, Halfmoon Bay has 
more the feel of а community in the 
Orkney Islands (where many of Stewart 
Island’s migrants came from) than part 
of the Pacific Rim. 

But by a curious quirk of the Pacific 
region's economy, the welfare of the 
Halfmoon Bay fishermen has become 
intertwined with Japan's national 
psychology, culture and tradition. This 
year, the fishermen, whose main in- 
come derives from the crayfish which 
lurk in the chilly waters surrounding the 
island, embarked on a new marketing 
venture: live crays to Japan. The island- 
ers hoped this market would provide 
an alternative to the declining sales of 
crayfish (also called rock lobster) tails to 
the US. 

Lured by reported prices of NZ$44 
(US$28.60) per kg, the Stewart Island 
fishermen set up cooling plants to keep 
the crayfish “comatose” at 4°C, estab- 
lished distribution outlets, and sorted 
out air transport lines to whisk the crays 
from the bottom of the sea to Tokyo in 
as little as 40 hours. One enterprising is- 
lander even built a helipad on the front 
of a fishing vessel with the idea of cruis- 
ing the South Island fjords and buying 
crays from other boats, flying them by 
helicopter to the shore, and from there 
by aircraft to Japan. 

The goal was to tap into a growing Ja- 
panese fad of picking and eating crayfish 
straight out of the tank, anda trend by Ja- 
panese companies to lavish guests with 
the succulent pink meat at functions. 

The Stewart Island fishermen began 
the cray season in late July with high 
hopes, but within weeks the financial 
viability of the project was undermined. 
With Hirohito lying close to death in the 
Imperial Palace, the Japanese people 
entered an intense period of pre-emp- 
tive mourning. 








According to Bill Ryan, who man- 
ages the recently established coopera- 
tive which markets live crayfish from 
New Zealand’s southern region, the 
price has plummeted to NZ326 a kg. 
"The Japanese are just not going out, 
they are not eating crayfish, and when 
he [Hirohito] dies, it's going to be even 
worse," Ryan said. 

The collapse of the Japanese market 
is ойе of a number of adverse factors 
which have combined to halve the in- 
come of the fiercely competitive and in- 
dependent Stewart Island fishermen. A 
new government measurement, based 
on the girth of a crayfish rather than the 
length of its tail, means far more crays 
fall below the acceptable size. Out of 
about 130 crayfish one fisherman caught 
from a line of pots, he had to toss all but 
28 back into the sea. 

On top of a "resource rent," fisher- 
men now have to deal with the Labour 








enough to buy their own fishing boats. 
For years they enjoyed the tricky and 
sometimes dangerous skill of crayfish- 
ing around the rocky shores and nearby 
smaller islands in some of the roughest 
seas in the world, and stalking blue cod 
using a depth sounder where schools of 
fish appear as whitish blobs on the mul- 
ticoloured screen like a game of space 
invaders. 

Cleland hopes to ride out the bad 
times and stay in fishing, but Dunct tev 
has had enough. "There's no money 
any more, the government has burtu. 
cratised it to death," he said. He intends 
to leave the island to 








Fisherman Ross Cleland (left) hauls in a crayfish pot. 





government's Goods and Services Tax 
and a quota system for the other two 
main catches on the island, blue cod and 
paua (New Zealand abalone). The paua 
seem to have been largely fished out 
anyway, and the blue cod season has not 
been tremendous. 


he combination of ill-luck and gov- 

ernment regulation is squeezing the 
latest in a series of short-lived industries 
which have made Stewart Island a vision 
of eldorado to young adventurers. 

Ross Cleland came to Stewart Island 
in the mid-1970s after a stint in the in- 
surance industry, with his mate David 
Dunckley who was disenchanted with 
university. The pair went into the then 
lucrative trade of paua diving. The only 
rule then was a ban on aqua-lungs, mak- 
ing a diver's income dependent on the 
number of shells he could pick up in a 
single breath in freezing temperatures. 

The pauas earned the young men 





go into farming and, 
according to island of- 
ficials, many тоге 
may follow. Broken 
dreams have charac- 
terised Stewart Island 
since Europeans early 
last century set foot on 
what the Maoris call- 
ed Rakiura, or Island 
of the Glowing Skies, 
for its often bril- 
liant and lingering sun- 
sets. 

Rakiura derived its 
European name from 
William Stewart who 
charted the island and 
in 1826 established a 


sealing and tradine 
post on the isla: 
south coast, Whi 


went bust after a few 
years. Other ventures in various parts 
of the island over the years included a 
Norwegian whaling base, gold mining, 
tin mining, cattle and sheep grazing, 
oyster farming, sawmilling, shipbuild- 
ing, and deer rearing. Each successive 
enterprise has sought to defy the isola- 
tion, rugged terrain, often sub-Arctic 
climate, and rapid depletion of natural 
resources. 

The climate means Stewart Island 
will never feel the onslaught of large- 
scale tourism. But the island’s wild 
mountains and native forests, accessible 
by hiking trails and huts, have attracted 
some travellers seeking a destination 
well off the beaten track. 

The island also provides a glimpse of 
a style of community fast disappearing, 
at least in the West: one whose wealth 
depends on the enterprise of individuals 

repared to seek their fortunes by see- 
ing what they can pull out of a difficult 
sea each day. — Ean Higgins 
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“How does KLM 


serve a growing number 
of passengers?” 


“One at atime? 


ets 3 T 
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Although no two passengers are alike, they all have Even foreign language video programmes are avail able. 
: thing in common - the need for friendly, personal service. Of course, KLM's personal service doesn't depend on wo ds. 
To ensure they get it, all KLM long-haul flights are Test us, try us, fly us. 5 b 
fed by cabin personnel fluent in foreign languages. 206 
Everything from Japanese, Chinese and Korean, to . j А · 1: aN 
nish, Portugese, French and German is spoken. The Reliable. dl: пе Г 
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DESIGNS ON TIME 


Individually made with a degree of skill and care that belongs to a former time, 
Corum Watches carry design into the future. 


SUISSE 
The Romulus epitomises this with its ultra-slim solid gold case and 


“Roman hours” which are hand engraved on the rim. 


Romulus. An ultra-slim and water-resistant model, in solid gold, platinum or steel gold, for ladies and gents, For information Tokyo: JAPAN TIME-ART € ORPORATION, Tokyo 
Kintetsu Bldg., 19 Kanda-Matsunaga-Cho, Chiyoda-Ku, Tel. 253.1331. Hong Kong: SHUI HWA WATCH CO LTD., 50 Des Voeux Road C, Tel. 5-2 36447. Singapore: SHUI HWA 
JEWELLERY CO LTD., 02-11 т East Plaza, 14 Scotts Rd., Tel. 7374240. Kuala Lumpur: WOO HING BROTHERS SDN. BHD., G31 KualaLumpur Plaza, Tel. 2419420. Jakarta: 
LIBERTY WATCHES & JEWELLERY, G42 Ratu Plaza, Tel. 711998 


Corum, 2300 Lu Chaux-de-Fonds, Switzerland 
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JUST ONE OF 
OUR PRODUCTS... 


Tornado — the world’s most power- 
ful, day or night, all-weather aircraft in 
service today. 

It keeps us in the front line. 

Just like Concorde supersonic 
airliner, Rapier low-level air defence 
system, 146 the world’s quietest jetliner, 
Giotto which intercepted Halley’s 
Comet, and many others. 

British Aerospace today designs 
and builds more types of aircraft, 
defence and space systems and has 
more collaborative agreements with 
more countries than any other company 
in the world. 


BRITISH AEROSPACE 


British Aerospace plc, 11 Strand, London. 


A Tornado F3 Air Defence Variant (ADV) equipped with British Aerospace Sky Flash Missiles of No. 5 Squadron RAF. British Aerospace, as a partner in the 90 
aircraft Panavia Tornado programme, has developed ADV together with its missile systems as a long range interceptor. Tornado ADV and its sister Tornado IDS hai 
been chosen or are in service with the RAF, German Airforce, German Navy, Italian Airforce and in Oman, Saudi Arabia and Jordan. 
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Innocent victims 


An anonymous relief worker from 
France [LETTERS, 17 Nov.] accuses the 
book Kampuchea Punishing the Poor of 
painting "an almost rosy picture" of 
Cambodia today. The primary purpose of 
the agencies which commissioned this 
book, Oxfam included, was to highlight 
thesufferingofthe Cambodian people and 
to draw attention to the country's con- 
tinuing isolation from Western nations. 
As Sir Robert Jackson, special repre- 
sentative of the UN secretary-general 
with responsibility for Cambodia during 
the emergency period, writes in the pre- 
face to the book: "In my experience, no 
humanitarian operation in this century 
has been so totally and continuously in- 
fluenced by political factors, with the re- 
sult that hundreds of thousands of men, 
women and children who had already 
undergone untold pain, agony and de- 
spair are still, today, deprived of the 
elementary needs of life because of in- 
ternational political confrontations of 
which they are the innocent victims." 
Far from glossing over the less-rosy 
side of the Cambodian Government 
Kampuchea Punishing the Poor refersto 
unpopular defence measures, the coun- 
try's traditionally strong resentment of 





Vietnam and urges non-governmental 
organisations to appeal for an end to any 
abusive human-rights practices. 

However, our nine years' experience 
of the country at governmental and 
grassroot levels shows that despite the 
difficulties in certain key areas, the pro- 
gress achieved in Cambodia is quite re- 
markable, given its recent history of de- 
struction and of political isolation by the 
West. The problems facing the country 
today are mainly created by superpower 
rivalry, continuing isolation and the 
threat of Pol Pot and his allies. 

Those responsible for Kampuchea 
Punishing the Poor have never claimed 
it was “put together by all aid groups in 
Phnom Penh." A majority of the volun- 
tary agencies with offices in Cambodia 
endorse the book and its recommenda- 
tions, including aid to be given regard- 
less of political considerations, and sup- 

ort to be withdrawn from the Khmer 


ouge leadership. David Bryer 
Oxford, England Oxfam 
Neutral army 


Your coverage of Pakistan's pre-elec- 
tion affairs in the 10 November issue is 
appreciated. While this reader accepts 
that several of correspondent Salamat 
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Ali’s views are his own, selective in- 
terpretation, his analyses are very read- 
able. However, the following statement 
cannot go unchallenged: "Should the 
army succeed in putting the conserva- 
tive elements of the Pakistan Muslim 
League and its allies in command of the 
next government . . ." The majority 
opinion in this country is that the army 
did not interfere in the elections. 

Karachi Abdul Karim 


Fund figures 


We refer to Anthony Rowley's SHROFF 
[10 Nov.] which quoted figures on the 
Bangkok Fund. 

Most of these figures were errone- 
ous. The offering prices for the first 
tranche in 1985 were US$10.40, for the 
second in 1986 US$16.08 and for the 
third in 1988 US$35.95. We tried to 
use both a simple or a weighted ау 
age, but could not arrive at anythiug 
near to the US$29.285 as printed in the 
REVIEW. Furthermore, the total market 
capitalisation as of 30 September was 
US$92.404 million and not US$56.001 
million as printed in the above issue. 

The statement, "The Bangkok Fund 
began trading in London last year," was 
also mistaken since the fund was 
launched in September 1985, and there 
was some trading from 1985. 

Finally, though we agree with the 
conclusion of the article that “the mar- 
ket and investors could come to grief if 
all the Euro-liquidity chasing the mar- 
ket are allowed to fuel a speculative 
bubble," Rowley should have pointed 
out that all the four large Japanese brok- 
ers have set up country funds in Thai- 
land and they are ‘late comers.” In fact, 
the largest Thai fund is the one spon- 


sored by Nomura. Bangkok First 
Investment & Trust Ltd 
Bangkok Adviser to the Bangkok F 


e This is a reply from the International 
Finance Corp. (IFC), which was the 
source of the figures: “The complaints 
are generally accurate. In the case of 
the Siam Fund, IFC did not include the 4 
million shares issued in April 1988, nor 
show it as being listed from January 
1988. 

With regard to the Bangkok Fund, we 
agree that the proper weighted average 
issue price was not correct, if one adjusts 
the original issue for the 999 for one split 
that was effective in December 1986. 
IFC's calculation included 1,000 shares 
issued at $10,400 per share (the original 
issue arrangement), plus 999,000 shares 
issued at $15.82 (a price received from 
Merrill Lynch Capital Markets, but dif- 
fering from Choedchu Sophonpanich's 
figure of $16.08), plus 492,562 shares at 
$35.95, for an average cost at issue of 
$29.42 per share. 

Adjusting 1,000 shares at $10,400 per 
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irty-five years ago our fleet was modest; one Dakota named 
Rzma'. And, as a tribute to our past, we have kept this name 
one aircraft in our modern fleet. 


t there - the resemblance one. 
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share to a post-split 1,000,000 shares at 
$10.40 per share (as we guess Choedchu 


$17.72 per share. This also increases the 
number of shares outstanding to 
2.491562 million, and raises the mar- 
ket capitalisation at September to the 
level he indicates. We regret our over- 
sights.” 


Stamp ofa patriot 


I enjoyed Donald Kirk's LETTER FROM 
DANANG [17 Nov.]. However, you may 
receive a diplomatic protest, as the 
stamp chosen for the page dates from 
the long-defunct Republic of Vietnam. 
On the other hand, the man featured, 
King Quang Trung, has impeccable pat- 
riotic credentials for all Vietnamese, 
since he drove out the Chinese invaders 
in 1789. 


Canberra David G. Marr 


Split decision 


I wonder that Prime Minister Datuk 
Seri Mahathir Mohamad can twist facts 
to suit his ends. At the Umno (Baru) or 
New Umno general assembly on 28 Oc- 
tober, he said: "The Umno that exists 
today [Umno Baru] is the same Umno 
in spirit, struggle, constitution and 
membership as the [previous] one . . . It 
is the same party which has been repre- 
senting the Malays since 1946 . . . The 
[court] ruling which made Umno unlaw- 
ful was merely technical, as was its dere- 
gistration. Hence its re-registration was 
also technical. Umno as an instrument 
to promote the interests of the Malays 
has never been dead.” 

And yet, Umno (Baru) is not the 
Umno we knew because members of the 
old Umno had the right to elect their 
representatives to the assembly. For 
this assembly, all the representatives 
were nominated. At future elections 
each divisional nomination for presi- 
dent and deputy president brings the 
nominee 10 extra votes. In fact, Umno 
(Baru) is an entirely new party. 

Why did the old Umno have to be de- 
registered and its assets amounting to 
millions of dollars frozen? How can a 
party or society with such vast assets, 
with a good following, high standing, 
good record and reputation be refused 
registration and deprived of all its 
wealth, assets and political power? For 
this reason, I presume those judges who 
were likely to disagree with the deci- 
sion to deregister Umno were dismiss- 
ed or suspended from duty (six, includ- 
ing the lord president of the Supreme 
Court, were suspended and three sack- 
ed). 

Now Mahathir has held a general as- 
sembly, and has claimed originally it 
was open to his supporters only but just 
before the meeting we and other people 
were invited. It was impossible to do so 
because it would have been tantamount 
to giving our loyalty to Umno (Baru) 





does) yields a lower average issue cost of 





which we have refused to recognise. If 
Mahathir was sincere he would have 
called for a fresh general assembly of 
the old Umno and re-established it as a 
lawful society. 

The prime minister tries to make out 
that he is the saviour of the Malays. But 
what do we need saving from? Have we 
lost the ability to take care of ourselves? 
He says that Umno wants the Malays to 
be strong and united as this is important 
for national stability and progress. He 
says that the fate of the non-Malays is 
also tied to the political strength of the 
Malays and that is why the political 
power of the Malays must be further 
strengthened. 

But does he not have sufficient 
power to rule? This sort of talk 
does not build confidence in others. 
It only frightens them into believing 
that Malays are trying to confiscate 
their businesses and everything they 
own. 

Mahathir is suggesting that after *"- 
dependence Malaysia suffered such s 
backs that it takes a man like him to save 
it. Yet worse is to come economically. 
Nobody wants to invest here now and 
no amount of wooing and cajoling in- 
terests them. They can see for them- 
selves what is happening. 

Mahathir is using the non-Malays as 
a common enemy who are about to de- 
prive Malays of their rights and privil- 
eges and he hascalled upon the Malays to 
unite in the face of this. If this is not play- 
ing up communal issues and sentiments, 
what is? 

At the close of the proceedings Ma- 
hathir invited Tunku Razaleigh and 
Datuk Musa Hitam to join his cabinet as 
ministers without portfolio. That is add- 
ing insult to injury for it is quite obvious 
that Razaleigh and Musa will not accept 
as they do not recognise Umno (Baru). 
The main theme of the assembly was 
Malay unity. But who broke up this 
unity? When the 1987 Umno general 7 
sembly was declared unlawful, 
proper thing to have done was to call tor 
a fresh election. Mahathir refused and 
formed a new Umno. Only then did 
Umno’s Malays split into two camps. 

There is no disunity among the 
Malays. There was only the struggle by 
Mahathir and his supporters to form a 
new Umno once the old Umno lost con- 
fidence in him. 
Penang 


Tunku Abdul Rahman 
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L ucio Tan, one of the Philippines' richest men, is a sur- 
vivor. Despite the exile of his one-time partner in empire 
building, former president Marcos, the reclusive Filipino- 
Chinese businessman has continued to prosper. He now 
controls about 60% of the local cigarette market, a major 
slice of the pig-rearing business, a brewery, a bank and 
hotels. Unlike other Marcos associates, Tan appears to be 
able to carry on doing business despite the government 
seizure of major corporate assets and an official investiga- 
tion into his wealth. Manila's cigarette king has survived, 
say observers, because after years as a Marcos crony he 


Vol. 142 No. so |- 





successfully managed to turn himself into a Cory crony. Finance correspon- 
dent Jonathan Friedland and Manila correspondent Jose Galang look at the se- 


cret of Tan's success. Page 112 


Cover illustration by Michael Lui. 





14 
Pakistan Prime Minister Bhutto an- 
nces popular reforms but faces a 
пачОпа! economic crisis and political 
tension in Punjab. 


Page 14 

Forced to reinstate popular opposi- 
tion politician J. B. Jeyaretnam to his 
law practice, Singapore nevertheless 
insists his convictions for fraud must 
stand — despite these being de- 
scribed as a 'grievous injustice' by the 
Privy Council in London. 


16 
Chinese and Soviet foreign ministers 
set the stage for a bilateral summit, 
without waiting for a solution to the 
Cambodian problem. 


Page 24 

Nepal's king meets the head of an 
outlawed political party with a view to 
possibly changing the partyless politi- 
cal system. 


je35 
Japan's Recruit shares scandal 
widens with revelations that senior 
bureaucrats, who were in a position to 
grant favours, were involved. 


Page 38 

Chinese liberals celebrate the 10th 
anniversary of the Democracy Wall 
movement, but many activists from 
the period remain in prison. 





Page 42 
An increasing number of unexplained 
disappearances of cause-oriented 
activists is casting a shadow over the 
Philippine Government. 















Page 51 

Japan is poised to assume the world’s 
top financial slot, but as yet rapidly in- 
creasing volume still outstrips the 
market’s expertise — FOCUS: Japan 
Finance and Investment. 


Page 100 

Anxiety over huge foreign-exchange 
losses incurred by Thailand’s long- 
term development institution IFCT 
casts a cloud over the stockmarket 
and fuels political tension. 


Page 102 

Prime Minister Mahathir reaffirms his 
support for the main thrust of 
Malaysia’s New Economic Policy and 
asemi-official think-tank underscores 
the policy’s failings. 


Page 102 

All Nippon Airways’ decision not to 
buy the V2500 jet engine, which Japan 
has helped develop, deals a blow to 
Tokyo's fledgling aircraft industry. 


104 
Trade unions launch a major assault 
on the Samsung group — the last 
major South Korean group without in- 
dependent unions. 


Page 106 

Australia, New Zealand and Canada 
discuss the possibility of setting up a 
free-trade pact should the global 
trading climate become more protec- 
tionist. 


111 
IBM wins the latest round in its 29- 
year fight with the Japanese Govern- 
ment and Fujitsu to safeguard its 
leadership of the world computer in- 
dustry. 


Page 118 
China’s biggest special economic 
zone in Shenzhen is in danger of being 
stifled by bureaucratic practices, 
says a Peking think-tank. 
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REGIONAL 


Indonesia's Golkar 
expels two members 
Indonesia's majority party 
Golkar is to expel two senior 
members, one of them on the 
newly elected executive coun- 
cil, for suspected links with 
leftist organisations. Sartoyo 
Prawirosurojo, a member of 
the council elected at the re- 
cent national party congress, 
was said to be politically “un- 
clean." Golkar's former trea- 
surer, Zarlons Zaghul, was 
said to have links with the ban- 
ned Indonesian Communist 
Party. Both men had been the 
subject of an intensive investi- 
gation by military security. 

— Michael Vatikiotis 


Sino-Indian summit has 
symbolic significance 
New Delhi арр determined 
not to let Peking's 2 December 
allegations of Chinese airspace 
violations by Indian aircraft 
mar the forthcoming visit by 
Prime Minister Rajiv Gandhi 
to China. Gandhi's 19-24 De- 
cember visit is the first by an In- 
dian prime minister in three 
decades and has symbolic sig- 
nificance, though no break- 
throughs are expected on the 
key divisive issue of the border. 
— Salamat Ali 


Taiwan calls for 
release of dissenters 


Taiwan's leading human-rights | 


lawyer Stephen S. Lee has call- 
ed on President Lee Teng-hui 
to release an estimated 100 po- 
litical prisoners and restore 
their civil rights, including the 
right to run for public office 
and resume professional ac- 
tivities. The Taiwan Human 
Rights Association's 1988 re- 
port released on 3 December 
criticised the police for using 
torture and said citizens had 
only limited press freedom and 
right of assembly. 

— Shim Jae Hoon 


to cartier food damage - 


The devastating cyclone that 
lashed southwest Bangladesh 
on 30 October has taken more 
than 2,000 lives and damaged 
rice crops over 800,000 ha, ac- 
cording to belated information 
reaching Dhaka. Most victims 
were poor fishermen апа 
woodcutters in the dense Sun- 
darban forest, which bore the 
main brunt of the cyclone. If 
foodgrain loss estimates of 








about 500,000 tonnes are con- 
firmed, it will affect the re- 
habilitation programme set up 
by the government following 
the worst flooding in the coun- 
try's history in September. 

— S. Kamaluddin 


Philippines and Malaysia 
to hold maritime talks 
The Philippines and Malaysia 
are to hold discussions on de- 
termining their maritime boun- 
daries in January, said Philip- 
ine Foreign Secretary Raul 
anglapus. The talks, to be 
held in Kuala Lumpur, were 
originally scheduled for Sep- 
tember. — Jose Galang 


North Korean aircraft 

saboteur to go on trial 

More than a year after the 
bombing of a Korean Air air- 
craft over the Andaman Sea, 
self-confessed North Korean 
saboteur Kim Hyon Hee is now 
expected to go on trial for the 





murder of the 115 passengers 
aboard. Seoul was apparently 
reluctant to prosecute because 
she had cooperated with inves- 
tigators, but pressure from the 
relatives of the victims and 
South Korea's obligations under 
the air piracy convention forc- 
edachange. — John McBeth 


Thailand's Siddhi 

set to visit Hanoi 

Pending a Vietnamese confir- 
mation on the timing, Thai 
Foreign Minister Siddhi Savet- 
sila is planning to visit Hanoi 
next February. The trip is 
aimed at quickening the peace 


| process in Cambodia and im- 


proving Thai-Vietnamese eco- 
nomic ties. The unexpected an- 
nouncement of the trip has 
prompted speculation that Sid- 


| dhi may want to be one step 


ahead of Prime Minister Cha- 
tichai Choonhavan who had 
earlier announced his intention 
to visit Hanoi next year. 

— Paisal Sricharatchanya 
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China inflation rate 
'to remain high' 
China does not expect to see 
any significant reduction in in- 
flation next year, but the retail 
price index will be brought 
down to near 10% in 1990, 
Vice-Premier Yao Yilin told 
EC ambassadors. But he said it 
would be necessary to raise the 

rices of certain key products, 
including grain, edible oil, 
transport, and energy. China's 
inflation rate is expected to 
reach 20% by the end of the 
year. The cost of living for 
urban workers in 32 major 
cities is already 31% up on a 
year ago, the highest annual 
gain yet reported. On 3 De- 
cember, price controls were 
reimposed on 36 different food 
and consumer goods in Peking, 
and similar measures are anti- 
cipated in other major cities. 

— Robert Delfs 


South Korea announces 
stock liberalisation 
South Korea officially an- 
nounced on 2 December à 
schedule for capital-market 
liberalisation, which will allow 
foreigners to buy local stocks 
directly beginning in 1992. For- 
eigners will be able to swap 
convertible bonds which have 
been issued offshore into free- 
ly traded equity from 1991. 
oreign securities firms will 
also be allowed to set up bran- 
ches and form joint ventures in 
1991. As part of a plan to 
liberalise the country's finan- 
cial sector, South Korean au- 
thorities also deregulated in- 
terest rates on loans at the be- 
ginning of December. 
— Mark Clifford 


Japan records strong 
third-quarter growth 
Japan's economy grew 2.2% in 
real terms in the July-Sep- 
tember quartet or by 9.3% at a 
seasonally adjusted annual 
rate. The strong third-quarter 


performance followed a 0.8% | 
decline in GNP during the sec- | 


ond quarter. The economy's 
strong third-quarter perform- 
ance reflected a surge in pri- 
vate capital investment helped 
by a positive contribution from 
the external sector. Net ex- 
ports contributed 0.4% to 
overall growth, with the re- 
maining 1.8% coming from the 
domestic economy. Following 
the announcement of the fig- 
ures, the Economic Planning 


Agency was expected to revise 
its forecast for GNP growth 
during the 1988 fiscal year from 
3.8% to about 5%. 


— Charles Smith 
Philippines sues N-plant 
buil for damages 


The Philippine Government 
has sued for damages three US 
companies that were involved 
in the construction of a US$2.1 
billion nuclear-power plant 
during the administration of 
former president Ferdinand 
Marcos. The suit filed in a New 
Jersey district court alleged 
bribery, misconduct and negli- 
pae It named Westinghouse 

lectric Corp. which supplied 


the plant, Westinghouse In- 
ternational Projects Co., 
the plant contractors, and 


Burns & Roe Enterprises I1 
plant architect-engineer. 
— Jose Galang 


Sabotage attacks close 
Bougainville Copper 
Management has closed indefi- 
nitely the giant Bougainville 
Copper mine in Papua New 
Guinea (PNG) after two sabot- 
age attacks on its power supply 
һу local people demanding 
huge increases in compensa- 
tion and royalties paid ж the 
Australian-owned mine. Anxi- 
ous about the effect on over- 
seas investment after riots at 
the Ok Tedi gold and copper 
mine earlier this vear, the PNG 
Government has sent a mobile 
police unit to the mine. A 
ministerial committee has also 
been sent to negotiate with the 
protesters, local government 
officials and the mine. 

— А Correspon’ 


Burma trys to lure 
foreign investors 
Burma’s military government 
has promulgated a foreign-in- 
vestment law to lure foreign in- 
vestors, reversing the former 
regime's 26-year-old isolation 
p The law provides for 
wholly foreign-owned enter- 
prises and joint ventures be- 
tween a foreign and Burmese 
partner. Joint ventures will be 
allowed with an individual Bur- 
mese entrepreneur, à private 
firm, or a state or cooperative- 
owned undertaking. The 
minimum equity share re- 
quired of the foreign investor 
in a joint venture is 35%. In- 
centives include guarantees 
against nationalisation, tax 
holidays and duty exemptions 
for initial imports of plant and 
equipment and raw materials. 
— M.C. Tun 
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-. INVISIBLE DEFICIT 
Japan's Ministry of Finance has 
decided to start publishing figures for 
the country's deficit on invisible 
transactions (including tourism and 

< shipping costs) оп a seasonally 

_ adjusted basis instead of the current 

. non-adjusted basis. The use of this 

. device will make the deficit look 

. larger during the winter months when 

tourist spending is normally low. This 

|. is expected to help "slow down” the 

* current trend towards a larger 

* surplus. 


_ COMECON AND CHINA 

* In a quiet move to signal China's new 

. interest in the Soviet bloc's economic 

* grouping, Comecon, Peking recently 

_ sent a delegation to a specialised 

| 77eting of the group. At a Comecon 

. A etingon the leather industry held 

іп Sofia, Bulgaria, a delegation from 
the Chinese Federation of Leather 

‚ Industry attended with observer 
status. The delegation was given an 

` ovation at the start of the meeting. In 

. the late 1960s and 1970s, Peking 

-castigated Comecon as a tool of 

Soviet exploitation and dominance 

and it condemned Vietnam's 

е to the grouping іп June 

1978. 


. BILLS LONG OVERDUE 

. An end is finally in sight to the 
years-long negotiations over North 
Korea's US$900 million of defaulted 
debt, owed to a large number of 
(mainly European) foreign banks. 
Meetings held in London at the 
end of November between 

. representatives of the Pyongyang 

ernment and of the two consortia 

» which the lending banks are 







divided are expected to bring about 
an early resolution of the problem — 
though not to the satisfaction of all 
banks. Certain banks have broken 
ranks and indicated to the North 
Koreanside that they would like to 
see a settlement on terms recently 
proposed by Pyongyang's 
representatives, rather than continue 
to haggle with the agent banks 
representing the consortia. 


RETURN TO ROOTS 

The Hongkong- 
based conglomerate 
First Pacific Co., 
originally organised 
by a group of 


FIRST 3 
PACIFIC does 


businessmen eager to diversify out of 
their homeland, will soon announce 
the purchase for US$10 million of a 
Jakarta pharmaceutical company. 
The acquisition will complement First 
Pacific's growing stable of 
pharmaceutical manufacturers, 
suppliers and retailers in Malaysia, 
Thailand and the dicet t will 
also be the company's first investment 
in Indonesia since its 1981 

inception. 


PSYCHIATRIC PROBLEMS 
Only two of the expected 15 
psychiatrists from China turned up at 
the 4th Scientific Meeting of the 
Pacific Rim College of Psychiatrists 
in Hongkong in early December. 
Chinese authorities denied exit visas 
to the remaining 13, who had 
prepared papers for delivery at the 
three-day meeting. The conference 
organisers are bewildered as to why 
the visas were refused, but believe it 


















































does not bode well for future 
cooperation on psychiatric research 
between China and the rest of the 
region. 


FLAGGING REFORMS 


| 

| 

| 

| 

| The politburo of the ruling Mongolian 

People's Revolutionary Party has 

| called for further reform in the 

| political and social sphere to give a 

| boost to its flagging Soviet-styie 

| programme of economic — — 

| restructuring. The lack of initiative 

| among managers has evidently 

| caused problems. and the politburo 
describes attempts at reform in the 
economic sphere as incomplete and 
superficial. Itis understood to have 
called for multiple-candidate 

| elections of party functi 

| secret ballot, broader | 

| revamped national asse 

| government, limits to tern 

| rehabilitation of political victims ar 

changes to party rules — particularly | 

to the party programme, which 

governs the regime's long-term 

tasks. 


UNION DEMANDS 
Manufacturers in Southern 
are being pressed quietly by 
werful unions at Bang 
"oey port not touse 
Songkhla. The Songkhla : 
scheduled to open on 6 D 
under private managemer 
expected to divert significant ex) 
traffic in canned seafood and ru 
from Bangkok. Both the unions an 
the Port Authority of Thailand, 
which manages Klong Toey, ec od 
hard to prevent the government їн 
contracting a private firm to run 
Songkhla. 


Thailand 
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BANGLADESH 

The worst cyclone to batter the country in 
20 years killed at least 2.000 people and left 
thousands missing feared dead (2 Dec. ). 


BURMA 
Former brigadier-general Aung Gyi was 
_-expelled from the National League for 
_ Democracy, the strongest opposition group, 
e D a peut over communist participation (4 
v Dec.). 


CHINA 

| The prices of a wide range of food and 
consumer goods sold in Peking were again 
сри under government control as an anti-in- 
 Hationary measure (4 Dec.). 


INDIA 
The Supreme Court blocked the execu- 
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tion of two Sikhs condemned to death for as- 
sassinating former prime minister Indira 
Gandhi in 1984 (2 Dec.). 


JAPAN 

Finance Minister Kiichi Mivazawa, who 
has been implicated in the Recruit Cosmos 
stock trading scandal, hinted he might resign 
(2 Dec.). 


PAKISTAN 

Benazir Bhutto was sworn in as prime 
minister by Acting President Ghulam Ishaq 
Khan at a ceremony in Islamabad (3 Dec.). 
Bhutto pledged an amnesty for political and 
other prisoners (4 Dec.). 


PHILIPPINES 
President, Aquino. said negotiations on 
the future of US military bases would begin 





















in 1990, dashing Washington's hopes’ ior 
early talks (3 Dec.). 


SOUTH KOREA 
President Roh made sweeping changes t 

his cabinet, replacing all but three-of i6 23 

members and his intelligence chief (6 Deck. 


TAIWAN 

Police were called in to quell violence 
among lawmakers in the Legislative Yuan 
during an uproar over three controversial 
bills (7 Dec.). ; 


THAILAND 

The government is considering лоор 
against a Bangkok-based Australian 
nalist for an article printed overseas su 
ing the Thai military was plotting a coup 
Dec.). | 





















































| Ву Ahmed Rashid in Islamabad 


S after assuming office on 2 De- 
cember, Pakistan's Prime Minister 
Benazir Bhutto announced a package of 
"reforms to distance herself from the 
. > policies of late presient Zia-ul Haq. Her 


_| of the party faithful. 

However, even as the ruling Pakis- 
tan People's Party (PPP) celebrated its 
1. triumph after 11 years in the political 
wilderness, the young prime minister 
faced some formidable problems in- 





|] the country's most populous and in- 
| fluential province. 
Before calling on Bhutto to head the 
| government, acting president Ghulam 
| Ishaq Khan had lifted the state of 
| emergency and dissolved the ruling 
|| emergency council created during the 
| uncertain days after Zia's death in the 
“| 17 August air crash. Sensing the polari- 
“| sation caused by the first free party- 
„|; based general election in 11 years, he 
|. had urged both the PPP and the pro-Zia 
1. Islamic Jamhoori Ittehad (IJI or the Is- 
. lamic Democratic Alliance) to show 
mutual “restraint, accommodation and 
respect.” 
ut Bhutto wasted no time making a 
break with many of the policies en- 
trenched during the Zia regime. In an 
emotional and generally well received 
address to the nation on television, she 
| announced a number of measures. She 
lifted the ban of trade unions and stu- 
dent organisations. In the sphere of 
press freedom, the National Press Trust 
which controls government-owned 
newspapers was abolished and the 
| broadcasting media removed from state 
| control. 
i+ She also moved rapidly on the 
į human-rights front by asking the acting 
















tences to life imprisonment, pardon all 
women prisoners except those con- 
`. victed of murder, and offer other relief 
| measures for prisoners. For the army, 
*[ her most sensitive request was to ask for 
|] а review of all cases of political prison- 
ers convicted under martial law. There 
are still an estimated 300 political pri- 
soners in Pakistan, most of them be- 
4 longingto the PPP. Among her populist 
| WR den were a comprehensive 
| health and literacy programme, shelter 
5i dor the homeless, and campaigns to fight 
(|. drug abuse and corruption. 

| In other ways, the young prime minis- 
1 ter showed a sense of pragmatism in rid- 








. ing with some of the legacies of the pre- 





17-member cabinet was made uplargely | 





.| cluding a national economic crisis and | 
| heightened political tension in Punjab, | 





.| president to commute all death sen- | 





In the aftermath of victory, Bhutto faces mounting problems 


The morning after 


vious regime. Her cabinet of 10 full- 
fledged ministers and seven junior 
ministers had some Zia holdovers. 
Yaqub Khan who had been a long-time 
foreign minister under Zia was brought 
back, under what is believed to be pres- 
sure from Washington and the Pakistani 
army, to continue the past policies on 
Afghanistan. Two other ministers are 
former supporters of the Zia regime, 
while all five of her advisers with 
ministerial rank served in her father's 
'overnment in the 1970s. However, the 
ulk of the ministers are party stalwarts 
who are largely inexperienced in gov- 
ernment but on the other hand start off 
with a clean slate. 

Bhutto's most influential minister 
will undoubtedly be Aitezaz Ahsan, 
who holds the sensitive portfolios of in- 
terior and law and justice. A brilliant 
human rights and constitutional lawyer, 
he will spearhead the attempt to keep 
internal order and restore the 1973 con- 
stitution, which Bhutto has promised to 
do. Bhutto herself has kept four cabinet 
portfolios. including delénce and fi- 
nance. But she is bound to enlarge and 
probably reshuffle her cabinet soon, 
and she could use the bait of cabinet 
posts to coax opposition and indepen- 
dent MPs to join the ruling party. 

However, her most formidable and 
immediate problems are the political 











crisis in Punjab and what she herself 
calls a "bankrupt economy." The pro- 
vincial legislatures of Sindh and the 
North-West Frontier Province have 
elected PPP candidates Qaim Ali Shah 
and Aftab Sherpao respectively as their 
chief ministers. In Baluchistan, IJI's 
Zafrulla Jamali became the chief minis- 
ter by forging a local alliance with the 
PPP. In Punjab, however, Nawaz Sharif 
— the principal leader of the IJI and a 
Zia loyalist — was re-elected chief 
minister with a thumping majority. PPP 
legislators disputed the election ard 
walked out of the assembly beca 
Sharif won by a show of hands insteaa or 
a secret ballot. 

It is the first time in Pakistan’s his- 
tory that two different parties control 
the governments in Islamabad and La- 
hore, Punjab’s capital. Punjab is the 
most populous province and Punjabis 
have great influence in the army, the 
bureaucracy, industry as well as politics 
at the national level. With Punjab now 
emerging as the opposition party's 
stronghold, tension between Islamabad 
and Lahore is running high. Bhutto ac- 
cused Sharif of rigging the assembly 
vote. "I am a democratic leader and ex- 
pect democratic norms to be observed. I 
am not a military dictator, but my gov- 
ernment is not going to turn a blind eye 
to the thuggery in Punjab," she said. 





SINGAPORE 


Fatal flaws, 
legal lacuna 


Jeyaretnam gets his practice 
back — but remains 'guilty' 


By N. Balakrishnan 


he Singapore Government has been 

presented with a legal and political 
dilemma by the Privy Councillors in 
London: it is accepting their decision 
that disbarring Workers' Party secret- 
ary-general J. B. Jeyaretnam was il- 
legal, but is ignoring the reasons for the 
25 October ruling. Jeyaretnam has thus 
been reinstated as a lawyer, but though 
the court convictions which led to his . 
disbarment were described as a "griev- 
ous injustice” by the law lords, they will 
stand. | ы 
The governmentis holding fast to the 
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She added: “The entire 
administration and police 
were deputed to go and pick 
up the [legislators] from 
Punjab as though they were 
cattle and herd them into 
safe houses before they 
voted." She insisted she 
would not destablise any 
provincial government but 
the law had to be observed. 
"Punjab is not the personal 
fiefdom of anybody," she de- 
clared. 

Earlier Bhutto hinted 
strongly that she would be 
looking into all those who 
had taken loans from state 
banks during the Zia era and 
had not paid back. Sharif is 
widely believed to have huge outstand- 
ing bank loans made to him in the past 
several years. PPP legislators in Punjab 
are expected to table a motion of no 
confidence against Sharif in the next 60 

s and until then, there will be an in- 
tense tussle between the two opposing 
camps to retain the loyalty of indepen- 
dent assemblymen traditionally prone 
to change their minds to back the win- 
ning horse. 


hutto has also inherited what some 
economists call the worst economic 
crisis in the country's history. Accord- 
ing to unofficial estimates, the nation's 
foreign-exchange reserves have fallen 
to US$300 million, which can only cover 
two weeks' imports. Currently inflation 
is running at about 15%, though the 
pent has maintained that it is at 
0%. Foreign remittances, mainly from 
Pakistanis working in the Middle East 
which have been the mainstay of hard- 
currency earnings for more than a dec- 


technicality that Jeyaretnam's appeal 
hefore the Privy Council was only 

inst the Singapore Law Society for 
aisvarring him, and not against his 1986 
conviction on fraud charges relating to 
his party's accounts. Therefore, said the 
Law Ministry in a 1 December state- 
ment, the Privy Council had not specifi- 
cally overturned the convictions but 
merely commented on them. 

The judgment, which has been given 
scant coverage in the Singapore media, 
seems to leave little doubt about the 
Privy Council's views on the series of 
hearings in the Singapore courts. It ex- 
pressed the law lords' "deep disquiet 
that by a series of misjudgments the ap- 
Amen Jeyaretnam] and his co-accused 

ong [Hong Toy, then chairman of the 
Workers' Party] have suffered a griev- 
ous injustice. They have been fined, im- 
risoned and publicly disgraced of of- 
ences of which they were not guilty." 

The Privy Council described the 1986 
District and later High Court judgments 
as "fatally flawed" for holding that 
Jeyaretnam and Wong fraudulently 


. FAR EASTERN ECONOMIC REVIEW е 15 DECEMBER 1988 


ДИ. рүн т т чтуу 





ade, have fallen by 18% in the last three 
months. The government has had to 
borrow money just to pay the salaries of 
state employees. 

Officials said that a few weeks before 
the elections, Ishaq Khan's caretaker 
government signed a package deal with 
the IMF, which offered US$1 billion 
over three years in return for stringent 
conditions that could hem in the newly 
elected regime. The IMF's conditions 
included across-the-board price in- 
creases, an end to subsidies on agricul- 
turual products, import liberalisation 
and hiking of utility charges. These 
steps could further fuel inflation and 
public unrest. 

Bhutto told the REVIEW that she 
would not renegotiate the agreement 
with the IMF, despite calls from leading 
economists to do so and the widespread 
belief among PPP leaders that the 
caretaker regime signed the agreement 
with the aim of tying down a new PPP 
government. "There is nothing we can 


transferred to their own names cheques 
intended for the party. The donors, the 
law lords said, had the right to give per- 
mission for their cheques to be paid into 
either the party's or personal accounts. 


s for the disbarment proceedings by 
the Law Society, they described as 
"erroneous and unfortunate" the deci- 
sion to let Singapore Chief Justice Wee 
Chong Jin sit on the disciplinary com- 
mittee that eventually ordered Jeyaret- 
nam struck off. Wee, they said, was in 
effect rejudging his own judgments as it 
was he who in 1985 set aside the initial 
District Court acquittal of Jeyaretnam 
on these charges and ordered a retrial. 
Jeyaretnam disagrees that the law 
lords’ remarks were mere comments, as 
the Law Ministry claims. They were 
reasons for the decision, he said, and 
pointed out that in any case, the Privy 
Council could not have ruled against the 
convictions because he and Wong had 
been refused leave to appeal to London 
against them. The law lords themselves 
acknowledged that "because of the 








do. All the commitments 
have already been made by 
the last government to the 
IMF. The whole system is 
the system of Gen. Zia, so 
basically it is a system that is 
loaded against the PPP,” she 
said. 

Bhutto remarked that 
until the next budget in June, 
her ministries would just 
have to make do, which 
makes it next to impossible 
for the PPP to start its prom- 
ised economic and social 
pono for the poor. 

ublic expectations are run- 
ning high after Bhutto's TV 
speech on 2 December and if 
prices go up further, there 
will be a popular backlash. 

Bhutto is also determined to restore 
the 1973 constitution and do away with 
the amendments that Zia made to vali- 
date martial law and which gave the pre- 
sident much greater power than the 
prune minister. She denied that there 

ad been a deal with the army not to 
touch the present constitution. "They 
have not exerted any such pressures. 
They were certain other concerns but 
this was not one of them," she said. 

Bhutto's political honeymoon is un- 
likely to last long. The economic crisis 
and the tensions in Punjab are issues 
which cannot be glossed over and most 
solutions are likely to alienate large бей, 
ments of people. How — the РР 
handles these will be the real test of its 
future popularity and will also influence 
its relations with the army. There are 
still many in the.conservative establish- 
ment who would like to see Bhutto fall 
flat on her face. She wants to prove 
them wrong. п 


course taken by the criminal proceed- 
ings, their Lordships have no power to 
right other wrongs which the appellant 
and Wong have suffered." 

In addition to costing Jeyaretnam his 
practice, the sentence of a month's jail 
and a S$5,000 (US$2,572) fine also led to 
his expulsion from parliament and au- 
tomatically precluded him from contest- 
ing this September's general election. 

Even as the government appeared 
anxious to limit the political damage of 
the Privy Council ruling, the Law Minis- 
try left the door open for Jeyaretnam to 
appeal for a pardon from the original 
convictions. "The government will con- 
sider its merits," it said. 

Jeyaretnam, whose five years in the 
arliamentary opposition were marked 
y verbal, legal and parliamentary 

wrangling with the ruling People's Ac- 
tion Party and Prime Minister Lee 
Kuan Yew in particular, thinks it is only 
"decent" that the government publicly 
pardon him пиен of insisting that the 
"victim [has] to beg." He also feels he 
should be compensated for, among 
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ther things, the loss of his parliamen- 
y seat. 
To back his argument, he quoted 
Kee as saying during a 1986 parliamen- 
ary privileges committee hearing 
gainst Jeyaretnam that "if there is a 
miscarriage of justice, I think parlia- 
ment should undertake to ask the presi- 
dent to either grant him [Jeyaretnam] a 
ardon or even set aside the convictions 
fo order a new trial." 

Jeyaretnam, however, has not ruled 

out the possibility that he may apply for 
a pardon. He is considering the offer, he 
said. But opposition sources in Singa- 
pore said that he was afraid that if he 
asked for one, the government would 
politically exploit it by making out that 
.. he was pleading for mercy. 

On the government's part, a quiet re- 
habilitation of Jeyaretnam was feasible, 
according to a lawyer close to the gov- 
rnment, but it too was afraid of the po- 
itical то of having to admit 
аги long drawn out legal pursuit of the 
. popular opposition politician was a total 
mistake. "Face is important," he said. 

Meanwhile, some opposition and 
legal sources in Singapore fear that to 
avoid similar embarrassment in future, 
the Singapore Government might con- 
sider abolishing the right of appeal to 
the Privy Council. They have in mind 
that opposition lawyer Francis Seow, 
who is due to become a non-voting 
member of parliament unless he too 
is convicted, and some of those be- 
ing held under the detention-without- 
trial Internal Security Act (ISA) have 
cases that are going through the courts 
now. 


















SN һаї was portrayed as a contest 
between Confucian righteous- 
ness of the government and opposition 
. politicians inclined towards fraud has 
turned out to be a ‘grievous injustice" 
; perpetrated by the government,” said 
one professional. It would only take an 
act of parliament in Singapore to abolish 
such appeals. Many legal sources, in- 
. cluding Jeyaretnam, however, believe 
that Singapore would be reluctant to 
tamper with the protection that some 
foreign investors might feel they need. 
Seow, meanwhile, has lost an appeal 
o move a hearing on tàx evasion 
arges against him from the lower 
ourts to the High Court. A first hearing 
in the High Court would have made it 
easier for him to ask for leave to appeal 
against any conviction to the Privy 
Council, there being no other court in 
Singapore to appeal to. 
eow, who has been in New York 
seeking medical advice, has obtained, 
however, an adjournment of the hear- 
ing to 10 December. He had not re- 
turned to Singapore by 4 December, the 
deadline given him under terms of his 
conditional release from ISA detention, 
but his son, Ashleigh, said his father 
would definitely return home to face the 
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Clearing the Peking road 


Soviets guarantee Hanoi will carry out pledged troop withdrawal 


By Sophie Quinn-Judge in Moscow, Robert Delfs in Peking and Nayan Chanda 


hinese 

Oichen's 1-3 December visit to 
Moscow, the first by a Chinese foreign 
minister since 1957, has revealed a quick- 
ening tempo in Sino-Soviet relations. 
Plans for а summit meeting between 
Soviet President Mikhail Gorbachov 
and Chinese senior leader Deng Xiao- 
ping are going ahead without a settle- 


ment of the Cambodian issue, with | 


Soviet Foreign Minister Eduard 
Shevardnadze going to Peking for fur- 
ther preparatory talks next month. 

One Soviet academic specialist on 
Asia said it was highly unlikely a Cam- 
bodian agreement would be reached be- 
fore the summit meeting took place in 
the first half of next year. Qian himself 
said: “We are trying to lessen our disag- 
reements, but some of our disagree- 
ments may continue to exist.” 

China has been pushing for a precise 
timetable for the withdrawal of Soviet- 
supported Vietnamese troops from 
Cambodia and has set June 1989 as a 
deadline. This is six months earlier than 
the cut-off date for withdrawal offered 
by Hanoi, with Soviet backing. China 
did not get its way, but appears to be- 
lieve Soviet guarantees that Hanoi 
would complete its withdrawal by the 
first quarter of 1990. 

By timing the announcement about 


| their latest withdrawal, of 18,000 troops 


later this month, to coincide with the 
Moscow talks, Hanoi has made it possi- 
ble for the Soviets to take credit for the 
move. It also enables Peking to claim, if 
it wishes to, that Moscow has fulfilled 
one of its preconditions for normalisa- 


By Nayan Chanda in Paris 


Wi negotiations for a settlement 
on Cambodia increasingly passing 
into the hands of China and the Soviet | 
Union, there are signs that both coun- 
tries are pressuring their protégés — re- 
spectively, the communist Khmer 


namese-backed Heng Samrin regime — 
to be more flexible. The results are al- 
ready evident. 

On 25 November, shortly after a 
statement by the foreign ministers of 
both China and Thailand that “the 
Khmer Rouge should be more flexible” 
and that it “should participate in the 
next Paris meeting,” Khmer Rouge 





_ charges. 
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Rouge resistance force and the Viet- | 








Foreign Minister Qian | tion — that it “effectively urge[d] the 


Vietnamese” to get out of Cambodia. 

After their first-day meeting, the two 
foreign ministers simply “reaffirmed 
their intention to facilitate the solution 
of the external aspects of the Cambo- 
dian settlement,” the Soviet news- 
agency Tass said. Using the same dis- 
tinction between external and internal 
aspects of the conflict which made the 
Geneva agreement on Afghanistan pos- 
sible, the ministers agreed that an inter- 
nal solution should be worked out 
through “contacts with the participation 
of all the Khmer sides.” Officials con- 
tinued discussing details during the rest 
of Qian’s visit. 

Sino-Soviet relations seem uu- 
likely to be gauged much longer in terms 
of Peking's "three obstacles" to nor- 
malisation. Border tensions have been 
gradually erased by force reductions 
and agreements on border delineation. 
The Chinese seemconvinced ofthe Soviet 
intention to withdraw all troops from 
Afghanistan by 15 February. The third 
obstacle, Soviet support for Vietnam's 
occupation of Cambodia, is disappear- 
in 
"Both Shevardnadze and Qian em- 
phasised that there will be no return to 
the "socialist internationalism" of the 
1950s. "The times are different and 
realities are different," Shevardnadze 
told the Soviet government newspaper 
Izvestia. A Chinese source in Moscow 
said the new relationship "won't be any 
different than China's relationship with, 
say, France." Shevardnadze talked in 
the party newspaper, Pravda, of clese- 





The Cambodian chameleon 


Hun Sen changes his mind again about Khmer Rouge 


leader Khieu Samphan sent fellow re- 
sistance coalition leader Prince Noro- 
| dom Sihanouk а cable which said: “I am 
| ready to oA with all parties of our 
[coalition] in the next meeting in Paris at 
any time vou think suitable." 

Similarly, Cambodian Premier Hun 
Sen, whose Phnom Penh regime is back- 
ed by both Moscow and Hanoi, re- 
| versed an earlier decision to bar Khieu 
ори from negotiations aimed at a 
political solution in Cambodia. 

On 30 October, Hun Sen had made 
public a list of Khmer Rouge leaders 
whom Phnom Penh deemed unaccept- 


able as negotiation participants. In ad- 
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ness between Soviet and Chinese views 
on world affairs and their "great poten- 
tial" to contribute to security and coop- 
eration in the Asia-Pacific region, but 
said that "bloc" thinking had outlived its 
time. 

Soviet officials said a large part of the 
talks were devoted to educational, eco- 
nomic and technical cooperation. The 
two ministers discussed new forms of la- 
bour exchange and joint ventures not 
just between China and the Soviet 
Union but third countries as well. (Re- 
cently China signed an agreement to 
send 10,000 workers to Siberian timber 

rojects.) A detailed long-term plan will 
signed during the summit. 


A cautious tone still pervades negoti- 
ations. In a Moscow distracted by 
changes to basic government structures, 
near rebellion in Estonia and turmoil in 
the Transcaucasus, the long-awaited 
Chinese visit passed quietly, almost an 
anticlimax. Press response in China was 
-key. While authorities would not 
м Qian's trip to steal the future sum- 





mit's thunder, the restrained coverage 
might convey that Peking was less than 
fully satisfied with the results. The lack 
of a closing communiqué was also 
clearly China's preference. Shevardnadze 
was quoted as hoping the outcome of his 
January talks would be "properly for- 
malised." 

Western observers in Moscow said 
Peking could still "apply the brakes" if it 
chooses. But normalisation of party-to- 


party relations is arguably less impor- | 
| By Paisal Sricharatchanya in Bangkok 


tant than the thawing of economic, cul- 
tural and governmental contacts al- 
ready well under way, not to mention 
the lessening of military tensions. This 
will be especially true if Gorbachov suc- 
ceeds in his plans to decrease the role of 
the communist party in Soviet govern- 
ment. 

Progress in Sino-Soviet ties has not 
et softened the Chinese attitude to 
ietnam. Qian said in Moscow that only 

Vietnam's announcement of a complete 
and unconditional troop withdrawal 
from Cambodia would meet 
Chinese pre-condition for entering into 
direct talks with Hanoi. Some 





& Qian and Gorbachov in Moscow. 





Washington sources even 
think talks with Moscow will 
be paralleled by more pres- 
sure on Vietnam. 

“I won't be surprised if the 
Chinese take advantage of the 
improved climate in Moscow 
to attack the Vietnamese in 
the Spratlys," one diplomat 
said. He pointed out that 
China has rejected a Soviet 
call for direct talks with Hanoi 
and in a recent commentary 
criticised a Vietnam-Philip- 
pines joint communiqué that 
called for a negotiated settle- 
ment to the Spratly islands 
dispute. China claims 
sovereignty over the islands 
and says there is nothing to 
negotiate. п 








dition to Khieu Samphan, the list in- 
cluded Pol Pot, leng Sary, leng Thirith 
(Sary's wife), Son Sen, Ta Mok, Nuon 
Chea and Ke Pauk. At the time, the ap- 
pearance of Khieu Samphan's name on 
the list came as a surprise in the light of 
earlier indications that Hun Sen consi- 
dered him to be a “moderate.” 

In Paris, the REVIEW asked Hun 
Sen why he had changed his mind about 
Khieu Samphan. "These past years, we 
have misjudged Khieu Samphan," he 
said. "We had thought Khieu Samphan 
was the Khieu Samphan of some 20 
years ago. In fact, everything has 
changed. Even other Cambodian par- 
ties [Sihanoukists and followers of the 
third resistance faction leader, Son 
Sann] have said that Khieu Samphan 

* wanted to eat me alive . . .” 

Hun Sen said his side did not reject in 
principle negotiations with the Khmer 

ouge or a future political role for its 
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leadership. But “we wish to deal with 
more moderate Khmer Rouge leaders," 
he said in Paris. Asked who these mod- 
erates were, he said: "It is still difficult 
to find moderate Khmer Rouge in the 
leadership. The people we could con- 
sider moderate are not in the Khmer 
Rouge hierarchy." 

A few days after the Paris interview, 
while in Moscow on a visit before re- 
turning home, Hun Sen changed his 
stance. In interviews granted to the 
Soviet media, he repeatedly welcomed 
Khieu Samphan to the talks. Hun Sen 
told Moscow Radio on 15 November: 
"Although Khieu Samphan did not ap- 
pear at the meeting [in Paris], the door 
to the working commission always 
remains open to the Khmer Rouge 
delegation and Khieu Samphan is, 
at all times, welcome at the summit 
among the Cambodian [political] 
parties." п 


the | 





THAILAND 


Consolidating 
the opposition 


New grouping could 
offer coalition alternative 


planned merger by four of the op- 


position parties promises to pro- 
duce a formidable new force in Thai- 
land's parliamentary politics. The 


merger will effectively create а new 
party with 71 MPs, the second largest in 
the 357-member House of Representa- 
tives. The Chart Thai Party, which 
heads the ruling coalition, has 87 MPs. 

Leaders of the new grouping say they 
want to make an early start to pee 
for the next general election whic 
barring any political mishap to the cur- 
rent parliament — will not take place 
until 1992. Butsignificantly, in the short- 
er run, it is also offering itself as an al- 
ternative choice to lead or participate in 
a new government should the present 
coalition of Prime Minister Chatichai 
Choonhavan break up. 

An official declaration is expected in 
early January as plans on the merger are 
now being finalised by the Ruam Thai, 
Prachachon, Community Action and 
Progressive parties. Pending legal pro- 
cedures that will take several months to 
complete, the latter three parties will be 
dissolved and merged with Ruam Thai, 
the largest of the four, which has 35 
MPs. The new party will then be re- 
named Prachachart ( Thai Nation). 

The move — the first in Thailand's 

litical history — augurs well in a par- 
анса system which is partly 
weakened by the proliferation of small 
parties. Some 16 of them contested 
July's election; of the 15 that won par- 
liamentary seats, six of them returned 
fewer than 10 MPs each. The merger 
should, therefore, help to consolidate 
the system. 

The immediate consequence will be 
a major boost for the new grouping's 
bargaining power. According to Com- 
munity Action leader and one-time de- 
puty prime minister Boonchu Rojanas- 
tien, Prachachart intends to form а 
"shadow cabinet" to monitor all aspects 
of the government's administration. Al- 
though its stated main objective is to 
start mounting a popularity drive well 
ahead of the next election, Boonchu 
said it also will have a ready formula to 
join another coalition government if or 
when the present one is reshuffled. 

The merger also makes good sense 
from the economic point of view. Under 
current election laws intended to pro- 
mote large parties, each has to field candi- 
dates numbering no less than half of the 
total house seats. But it has been proven 


17 





that the objective of the laws is ill-con- 
ceived; most of the smaller parties in the 

ast two elections had to resort to hir- 
ing unqualified candidates just to meet 
the minimum number required. Pra- 
chachart can now do away with this 
problem. 

The new party also stands to have a 
fairly firm grip in all key 1 nation- 
wide. Ruam Thai leader Narong 
Wongwan, who will assume the 
Prachachart leadership, traditionally 
enjoys a strong following in northern 
Thailand, while Chalermphan 
Srivikorn's Prachachon Party (19 MPs) 
includes several prominent  per- 
sonalities from southern and northeast 
Thailand. Boonchu and Progressive 
leader Uthai Pimchaichon will be as- 
signed responsibility over the Central 
Plains provinces. 


MALAYSIA 





The only disappointment is the ab- 
sence of fiery orator Samak Sun- 
daravej's Prachakorn Thai Party, which 
emerged from the last election as 
Bangkok's champion. Its inclusion 
would have added more clout to 
Prachachart. Analysts believe Samak 
wants to remain independent in the 
hope that his party can expand to the 
provinces from its Bangkok stronghold. 

Alongside the four parties now 
teaming up, Prachakorn Thai and the 
remaining four other smaller parties 
have forged an informal but effective 
opposition alliance. Sources say this al- 
liance will remain despite the creation 
of Prachachart. The parliament is cur- 
rently in recess and will reopen next 
May. 

The idea to get various small opposi- 
tion parties under one roof originally 


Razaleigh's last stand 


An attempt to revive the old Umno fails in parliament 


By Suhaini Aznam in Kuala Lumpur 


A bid to revive the deregistered Unit- 
ed Malays National Organisation 
(Umno) was thrownoutof parliament by 


a 108-35 vote on 6 December after two | 


days of heated debate. 

The house was split along party lines. 
Ruling National Front coalition MPs 
voted to keep the bill out, while their 

litical rivals, Gua Musang MP Tunku 

azaleigh Hamzah and 14 of his allies 
were joined by 19 gigs Demo- 
cratic Action Party MPs — plus an inde- 
pendent from Sarawak — in voting to 
pursue the proposed bill. 

As a private member's initiative, the 
motion was only a first step to allow 
Razaleigh to then table a bill that would 
in effect revive Umno — once the do- 
minant party in the National Front — 
which has now been succeeded by Umno 
(Baru), or new Umno. Parliament had 
amended the Societies Act in March to 
allow unregistered branches of a society 
to be cancelled without affecting their 
parent pud But the government's bill 
did not seek to backdate the bill to res- 
cusitate the old Umno. Razaleigh has 
now proposed that the amendment be 
made retroactive to 1 January 1987, be- 
fore watershed pay elections. 

The saga of the Umno divide erupted 
when Razaleigh challenged Prime 
Minister Datuk Seri Mahathir 
Mohamad for the Umno presidency in 
1987 party elections and lost by a nar- 
row 43 votes. In July 1987, 11 disgrun- 
tled Umno members filed a suit to have 
the election nullified. On 4 February 
1988, the High Court declared Umno 
unlawful because 30 of its branches had 
not been properly registered. 

After the initial chaos, Mahathir form- 





ed Umno (Baru) without his rivals and, 
later, Razaleigh launched a series of coun- 
ter-campaigns. The 6 December motion, 
which MPs fully expected to be over- 
ruled, was Razaleigh’s latest effort, hav- 
ing exhausted almost all avenues in court. 
The forum gave the views of both side 

an airing even if the 
thread of their argu- 
ment seemed at cross 
purposes. Mahathir's 
allies continuously 
attacked the 11 dis- 
gruntled members for 
oing to court, imply- 
ing that they had been 
backed by Razaleigh 
and his allies — a 
charge to which Jo- 
hor Baru MP Datuk 
Shahrir Samad took 
vehement exception. 





Razaleigh’s allies 
pointed ош that 
when he had the 


chance Mahathir, as home minister, had 
not invoked his powers to restore Umno 
through discretionary fiat. 

In urging the MPs to do their moral 
duty and restore Umno, Razaleigh im- 
plied that Mahathir and his allies had 
actually wanted to see Umno struck off 
so they could form a party more in their 
own image. It was "ironic that [the 
Umno] lawyer who should have been 
fighting to keep Umno alive, adopted 
kamikaze tactics, giving rise to ques- 
tions about [his clients] intentions," 
Razaleigh said. 

Furiously rejecting the allegation, 
Deputy Prime Minister Abdul Ghafar 
Baba recounted how his side had tried 
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started under the previous regime of 
former prime minister Prem Tin- 
sulanond. But the proposal at the time 
to set up а formal alliance under one 
umbrella organisation was subsequently 
dropped since it was not legally feasible. 
Any cohesion in such an alliance could 
also be easily undermined since mem- 
ber parties could easily defect to the 
government camp. 

The new party will now have to over- 
come some potential internal conflict, 
particularly in upcountry constituencies 
where members of the four groups have 
in the past fought bitter electoral con- 
tests. Chalermphan claimed that such 
differences — which occurred during 
the last election in Chachoengsao pro- 
vince near Bangkok and Nakhon Si 
Thammarat in the south — have already 
been ironed out. п 


several times to negotiate an out-of- 
court settlement but was always re- 
buffed. Mahathir himself explained t 

he could not have used his executive 
powers under the Societies Act with- 
out being accused of not respecting 
the court decision. As it is, he is ac- 
cused of being a dictator, Ghafar 
added. 

In тушр to outmatch each other's 
loyalty to Umno, Deputy Minister of 
National and Rural Development 
Datuk Mohamed Tajol Rosli Ghazali 
told Shahrir that some of those on “this 
side” (the government side) of the 
house had promptly met to revive 

Umno. Shahrir and 
two allies jumped up, 
demanding to know 
why they had not 
been similarly invited 
when they were party 
supreme council 
members. 

“Who will gain 
and who will lose if 
Umno is restore 
Shahrir asked. * we 
sit here today be- 
cause 40 years ago 
there were Malays 
who dared stand up 
to the British. And 40 
years from now, are 
we sure that the Umno (Baru) of 1988 
can guarantee that continuity for our 
children?” 

Umno (Baru) today claims 732,722 
members with another 330,000 applica- 
tions at divisional level. Mahathir has 
consolidated his position and is now in- 
viting his rivals into Umno (Baru) and 
the cabinet — the latest on 2 December 
when he offered to restore five of the 
elected supreme council members as ap- 
pointed members. All five are expected 
to refuse. With this legislative defeats 
Razaleigh and his suporters now have 
no choice but to go back to the people in 
a series of by-elections — a plan they 
had temporarily shelved. 
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Excellence 


springs from attitude and application. 





To appreciate excellence, one need only com- 
pare it with the average. At UBS it is the fruit 
of exceptional professionalism, imagination and 
creativity. We think you will notice the difference 


UBS - committed to excellence. 
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UBS in Asia, India and Australia: Branch Offices in Hong Kong, Singapore 
and Tokyo; Representative Offices in Bombay and Osaka; UBS (Capital 
Markets Group), Tokyo Representative Office; UBS (Trust and Banking) Ltd., 
Tokyo; UBS Phillips & Drew International Ltd., Tokyo Branch; 

UBS Australia Ltd., Sydney. Head Office: Union Bank of Switzerland, 
Bahnhofstrasse 45, CH-8021 Zurich 
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«(COME THROUGH 
WITH FLYING COLORS 


The spirit of fair play, ftee com 
petition and international co 
operation has ever been our driving 
force, making us what we are toda; 
А US$15 billion enterprise with 
over 80 offices spanning the globe 

We work in partnership with such 
firms as AT&I, Siemens, Hitachi 
Helena Rubinstein and Caltex. 
Because we believe close cooperation 
breeds mutual success. 

If you'd like to join our team 
you know where to find us. On 
the fast track to a better tomorrow 

Lucky-Goldstar. 
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NUMBER 


ACROSS THE PACIFIC 


What does it take to be the number 1 
U.S. airline flying the Pacific? 
MOST OFTEN 
Only one U.S. airline flies from Asia 
to America 76 times a week. 
MOST GATEWAYS 
Only one U.S. airline flies to 7 U.S. 
gateways and onward to over 200 
cities across America. 
MOST PEOPLE 
For the last four years, one U.S. 
airline has flown more people, more 
miles across the Pacific than any othe 
Northwest. 
For more of America, fly Route 1. 
Call Northwest or your travel agent. 
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TAIWAN 


The politics of law 


Corruption and ruling party interference plagues the judiciary 


By Shim Jae Hoon in Taipei 


[" August Hsieh Chang-ting, a lawyer 
and well-known opposition member 
of the Taipei City Council, stood ar- 
raigned in front of a three-member 
panel of judges at a Taipei district court 
chamber, charged with leading a violent 
street demonstration against the gov- 
ernment. 

The charges, carrying a maximum 
sentence of five years in prison, were 
grave enough to snuff out his political 
career. For under Taiwan's law, if Hsieh 
were sentenced to more than a year in 
prison, he would lose his city council 
seat, and be barred from practising his 
nrofession as well as from running for 

y public office for at least another 
year. 

Hsieh — who still awaits a verdict — 
faced almost impossible odds in court. 
He told the REVIEW that the two junior 
judges hearing his case were members 
of the ruling Kuomintang (KMT), as are 
90% of the island's judges. So too, he 
said, was Chen Ching-pi, the prosecutor 
who indicted him. 

Hsieh said he was certain the chief 
police witness against him, Chang Hua- 
min, was also a party member, like most 
of Taiwan's police force. Liao Tsao- 
hsiung, the Taipei police director, who 
had authorised Chang's appearance and 
testimony at the hearing, was a senior 
figure within the KMT. 

In the event that Hsieh o 
against his eventual sentence to the Su- 
preme Court, his case would be re- 
viewed by a panel under the jurisdiction 
of Judicial Yuan president Lin Yang- 
beng, one of 31 members of the КМТ 

icymaking central standing commit- 
we. 
“I told the judges that it was not the 
court trying me, but the Kuomintang 
trying the [opposition] Democratic 
Progressive Party,” recalled the two- 
term city councilman. “In Taiwan 
there’s no court apart from the KMT.” 

Plagued by political interference, 
corruption and a host of other prob- 
lems, including a shortage of experi- 
enced judges, Taiwan’s judicial estab- 
lishment is surrounded by growing pub- 
lic disenchantment and criticism. A re- 
cent opinion survey showed that at least 
35% of those polled thought they could 
influence the court with money or “con- 
nections.” 

While Taiwan is certainly not the 
only Asian country faced with this issue, 
ats problems have acquired a peculiar 

twist because of the long dominant role 
the ruling KMT has imposed on all 
levels of its court system. 

Under President Lee Teng-hui's new 
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democratic regime, some of these old 
distortions are receiving new attention. 
Dominating the annual national judicial 
conference on 16 November were con- 


troversial topics such as videotaping of | 


court hearings and the need for intro- 
ducing a quasi-jury system as an added 
safeguard against disputed verdicts. 
Leading law administrators admit to 
the seriousness of the situation. "The 
esteem of the judiciary branch has to be 
enhanced," conceded Ko Yih-tsair, dep- 
uty secretary-general of the Judicial 
Yuan, Taiwan's chief judiciary branch. 
However, many specialists contend 


that the root problem lies in the KMT's | 


constitutional structure, 


tion, evidently in the belief that promo- 
| Чоп within the courts offered little in the 
way of administrative or political 
power. "It's a ridiculous situation, but 
understandable given the low level of 
judicial independence," said Wang Tse- 
chien, a respected Taiwan University 
law professor. 

есабы to Ko and others, a rela- 
tively low salary of NT$50,000 
(US$1,780) per month for a district 
court judge, and heavy workloads, plus 
the low regard society in general had for 
the legal branch, encouraged judges to 
move to private practice at an average 
rate of 30-40 a year. Ko said Taiwan was 
in need of about 100 more judges to fill 
its estimated minimum requirement of 
about 1,000 judges for all levels of 
courts across the island. 

Part of the salary problem lies with 
including judges in the civil service scale 
regardless of their professional status, 
according to Wang. Their meagre in- 
come — comparable to a mid-level office 





which provides the execu- 
tive branch president with 
sweeping powers over the 
other four  yuans or 
branches composing 
Taiwan's government, as 
originally conceived by 
Sun Yat-sen, China's first 
republican leader. 
Borrowing from 
China's imperial tradition 
of rule, Sun divided gov- 
ernment power among 
five yuans — each de- 
signed to check the power 
of the other. Under this 
mixture of authoritarian- 
ism and republican ideals, 
Taiwan's basic law entitles 
the president to appoint 
the Judicial Yuan head 
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Hsieh: impossible odds. 








with the consent of a na- 
tional watchdog agency called the Con- 
trol Yuan. 

Such ап interlocking power system 
has had only an academic effect as the 
chief executive also appoints the Con- 
trol Yuan head. As for the Judicial 
Yuan itself, it runs all levels of civil tri- 
bunals including the Supreme Court 
and the Council of Grand Justices, a 
constitutional court. 

The recent debate over the resigna- 
tion of Supreme Court Justice Yeh 
Chin-fong — the only female member 
of Taiwan's highest court — may shed 
light on how the court generally regards 
itself. Two months ago, she gave up her 
prestigious court chair in favour of the 
position of vice-chairman of the KMT's 
women's department. Her departure 
doubly shocked the judicial branch as it 
occurred when demands for reforms of 
the judiciary are widening. 

But many local law experts said some 
Supreme Court justices would consider 
appointment to a Judicial Yuan depart- 
ment director ship as a career promo- 


| worker in Taipei — has been cited as a 
major reason for the corrupt practices 
said to be affecting various trials. Some 
| judges are accused of taking money to 
| exonerate, lighten sentences, or take 
sides in civil court disputes. 

| The shortage of judges has created a 
mounting backlog of cases, forcing 
some sessions to adjourn in a matter of 
an hour or two. Some judges have been 
so overloaded that they must examine 
on average 100 cases per year per per- 
son, according to unconfirmed reports 
Delayed justice is denial of justice, but 
what concerns academics like Wang 
more is the growing deterioration in 
the quality of verdicts. “Sometimes, 
reasoning is not solid or convincing,” he 
said. 

A bureaucratic sclerosis taking hold 
of the judicial branch has bred a politi- 
| cally oriented careerism among some 
judges, other critics said. In October, 
when three vacancies occurred at Taipei 
District Court, scores of judges all over 
| the island competed feverishly to fill the 























capital city spots, phoning their KMT 
contacts, according to law firm sources. 
In the deliberation of cases involving 
olitical crimes, vague wording in the 
aw gives security agencies ample 
chance to convict anti-government fig- 
ures, such as Hsieh, who said his hear- 
ings were being expedited so that a ver- 
dict could be arrived at before next 
year’s election, in which he hopes to 
run. 
Some samples of vagueness: Article 
6 of the Law on Sedition prescribes a 
prison sentence of seven years to life for 
those convicted on charges of “dis- 
seminating false news with the intent of 
confusing public opinion.” Article 7 
prescribes a minimum imprisonment 
term of seven years to those “providing 
ropaganda benefit to the bandit rebels 
Болман with writing. illustration 
or speech." 
he challenge of upgrading Taiwan's 
laws and judiciary system is compli- 
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cated, and the Judicial Yuan itself does 
not appear to have any clear idea or 
timetable for it. Judicial Yuan president 
Lin is a native-born Taiwanese with a 
broad base of popularity, but is not a 
trained jurist. A bureaucrat moved into 
the judiciary branch, he was formerly 
Taiwan provincial governor. 


ven so, Lin remains committed to 

the notion of reform, and many 
lawyers believe that a significant first 
step could be taken by transforming the 
functions of the Judicial Yuan without 
necessarily amending the constitution, 
which would be tantamount to tamper- 
ing with Sun's idea of Five Yuans based 
on the sacred Three Principles of the 
People. And tochange that doctrine now 
is well-nigh impossible, as it forms the 
bedrock of the KMT's claim of repre- 
senting not just Taiwan but all of China. 

More realistically, Wang and others 
propose distancing the Judicial Yuan 


Winds of change 


King meets commoner over a multiparty political system 


By Kedar Man Singh in Kathmandu 


welve years after his return to Nepal 

from a self-imposed exile in India, 
the leader of the outlawed Nepali Con- 

ress, G. M. Singh, met at last with King 

irendra to voice his criticism of 
Nepal's partyless panchayat political 
system. The cordial 23 November meet- 
ing has paved the way for future 
dialogue on changing the 28-year-old 
system. 

The talks came at a time when South 
Asian politics is undergoing considera- 
ble change with the pro-democracy stu- 
dent uprising in Burma, the impressive 
election results of Benazir Bhutto's 
Pakistan People's Party, and the plan- 
ned Sino-Indian dialogue for a better 
political relationship having 





hereditary Rana prime ministers, has 
boosted the morale of the opposition ac- 
tivists. Members of the national pan- 
chayat, a unicameral legislature through 
which the king rules, are, however, un- 
easy and Singh's meeting went unre- 
ported in the press. 

Members of the panchayat believe 
that the partyless system rules by popu- 
lar mandate — a 1980 referendum voted 
for its continuance, with democratic re- 
forms, by a 9% margin — and that in 
any case it would be hard to dislodge, 
having successfully penetrated the 
populace, with more than half a million 
rank-and-file cadres in 4,200 villages 
throughout the country. They believe 





some implications for 
Nepalese politics. 

Singh is believed to have 
told the king that continuing 
the partyless polity would not 
be in the interests of the 
monarchy and national sover- 
eignty. The partyless system 
had been ineffective and the 
people had lost confidence in 
it, he said. He is believed to 
have suggested that an interim 
government be constituted 
under the monarch pending a 
party-based general election. 

The king's meeting with 
the seniormost militant Nep- 
ali Congress leader, who has 
fought for democracy since 
the 1940s when Nepal was still 
effectively ruled by a family of 
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from the presidential authority by 
gradually turning it into an institution 
resembling the supreme courts of other 
countries. 

Among other things, this implies in- 
cumbent judges or other jurists — such 
as the bar associations or groups of law 
professors — electing the Judicial Yuan 
president from the ranks of respected 
professionals. The Supreme Court as it 
now exists would be removed from the 
Judicial Yuan and given independent 
powers. Judges and prosecutors would 
also be freed from the tacit requirement 
of becoming members of the ruling 
party. 

Such moderate evolution would not 
only revive sagging confidence in the in- 
dependence of the judiciary, but also 
could spare Taiwan from having to 
adopt a foreign institution such as a jury 
system, which many government offi- 
cials find ill-suited to its social condi- 
tions. 


the Nepali Congress should work Wiwa 
them while a democratic system 
evolves. 

Opposition activists, however, say 
that panchayat members have made 
sure the system worked to their benefit 
while not implementing in letter or 
spirit the post-referendum amendments 
to the constitution. If the reforms had 
been implemented, they contend, 
people might not be now demanding a 
multiparty system. 

Freedom of speech and of the press, 
and the right to hold public meetings 
and to demonstrate were curtailed by 
the government of Prime Minister 
Marich Man Singh Shrestha, to the criti- 
cism of even hardcore panchayat lead- 
ers like former prime minister Surya 
Bahadur Thapa and leftwing members. 
Shrestha, however, played a positive 
role in bringing Singh and the king to- 
gether and attended their meeting. 

It is now expected that the post- 
erendum constitution amendments win 
be implemented in part, if not in full. If 
they are, the Nepali Congress 
may contest the 1991 national 

anchayat elections, thus 
ending credibility to, and 
therefore strengthening, the 
panchayat system. At the 
same time, it would balance 
the growing leftwing influ- 
ence within the panchayat. 

The Nepali Congress, 
meanwhile, is reconstituting 
a working committee under 
K. P. Bhattarai with branches 
in the districts and is look- 
ing to contest the 1991 elec- 
tions. "We look forward to 
contesting," a spokesman of 
the Nepali Congress said, 
"but the big question before 
us is whether conditions 
would be conducive to us or 
not." п 
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t may be hard for foreign observers to 
make any sense of the absurd and 
obscurantist intricacies which have been 
known to mark Australian political de- 
bate from time to time. The so-called 
.Rumpus over race reported in the 
REVIEW (13 Oct.) is a potentially em- 


| barrassing and highly diversionary de- 


| velopment in current Australian poli- 


d^ ties, and one which undermines Austra- 


lia's international standing. 

The debate on Asian immigration 
has been blamed by some commen- 
tators for causing an overnight reduc- 
tion in business migration to Australia 
and the loss of Australia's reputation as 
the land of a "fair go." Because of this 
possible damage to Australian credibil- 
ity overseas, it is important to affirm 
that Australia's immigration policies re- 
main absolutely devoid of any racialist 
content whatsoever. 

While the high level of interest in 
migrating to Australia means that firm 
selection criteria are unavoidable, no 
government of any political colour has 
employed race as a criterion for more 
than 20 years. To understand the de- 
bate, it is necessary to consider the cur- 
rent state of Australian politics. 

Labor's consensus style of govern- 
ment since 1983 has placed the opposi- 
tion Liberal-National party coalition in 
a position where it has been forced to 
the occasional extreme, simply in order 
to assert itself as any sort of alternative 


| to the government led by Prime Minis- 


ter Bob Hawke. 

The coalition's ambivalent stance on 
the previously bipartisan issue of non- 
racial immigration has become a rally- 
ing-point for fringe political view- 
points currently alienated from the 
mainstream of Australian public affairs. 
In so doing, the Liberal Party in particu- 


lar has caused itself considerable inter- | 


nal dissension and turmoil. 

In five of Australia's six states and in 
the Northern Territory, local conserva- 
lı tive party leaders have conspicuously 

| distanced themselves from the immigra- 


-| tion and multicultural policy changes in- 
знаеа by their national counterparts. 


The debate could prove to be elec- 
torally costly for the coalition, though 
the controversy will only be resolved by 


the result of Australia's next national | 


elections, due in late 1989 or early 1990. 


The change in policy appears to be a | 


desperate populist appeal to the fact 


that Australia's past was marked by hos- 


tility and suspicion towards Asian im- 

migration and Asia in general. 
However, it ignores more recent so- 

cial developments which have encour- 


| Still the land of a ‘fair go’ 
| despite racialist fringe 


| 


aged the acceptance and welcoming of 
Asians into a multicultural Australia. It 
underestimates the maturity and sophis- 
tication of most Australians in how they 
see Australia's place in the world and it 
is a blatant and unforgivable insult to 
the many valued Australians of Asian 
origin. 

The old. now discredited, "White 
Australia" policy was based on the view | 
that Australia existed as an exclusively | 
British enclave in the South Pacific. Al- 
though Asian communities have lived in 
Australia since at least the 1850s, 
"White Australia" was seen as neces- 
sary to prevent wholesale Asian immi- 
gration. 

The mass migration of Asians to 
Australia was firmly resisted by many | 
Australians for many reasons. The early 
trade unions, in particular, were fearful 
of cheap Asian labour. Others believed 








that barriers were necessary to protect | 











Christianity and British culture in gen- 
eral against ill-defined threats "from the | 
north." 

For more than 50 years earlier this 
century, Australia employed entry con- 
trols which effectively barred Asian 
migration. These controls were actively 
supported by some groups and tacitly 
accepted by most because Australia’s 
experience of contact with Asians was 
minimal. "White Australia" was the 
product of ignorance. 

Following World War П, the initial 
post-war Labor government and later 
conservative administrations oversaw a 
massive expansion in immigration, de- 
signed to meet the needs of a growing | 
economy. The influx of some 4.5 million | 
migrants since 1945, firstly from all 
parts of Europe and later from other 
parts of the world. introduced Anglo- 
Australians to the rich contribution new 
waves of migration could make and 
brought gradual but complex changes in 
social attitudes. 

Now, Australians of all ethnic back- 
grounds are far more aware and proud 








Sen. Robert Ray is Australian Minister 
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of the uniqueness of Australia as a truly 
multicultural society. This in no way un- 
dermines or devalues pride and respect 


| for Australia's British pioneers, whose 


achievements are reflected in so many 
of today's institutions and social values: 
democracy, freedom of the individual, 
tolerance and the rule of law. 

Just as importantly, there is an ap- 
preciation in the mainstream of society 
that Australia as a nation must look 
more towards the Asian community of 
nations for its economic and political fu- 
ture, 

The origins ofthe new, tolerant Aus- 
tralia began with the Menzies Liberal- 
National party government's intake of 
small numbers of non-European settlers 
in the mid-1960s. This quiet relaxation 
signalled to the world that it was only a 
matter of time before Australia's 
exclusionist policies were laid to rest. 

The Labor government of Со 
Whitlam formally dismantled the 
"White Australia” policy in 1973. In 
1987-88, Asian settler arrivals — which 
by the government's statistical defini- 
tion of Asia excludes migrants from 
West Asia and the Middle East — rep- 
resented 32% of total arrivals. By 2025, 
projections estimate that Asian-born 
migrants will represent about 7% of the 
Australian population, on current 
trends. 

Already, people born in Asia consti- 
tute 2,676 of Australia's population. 


| This does not include those citizens 


born in Australia with an Asian herit- 
age, whether one generation or 130 
years old. 

The Whitlam reforms were capped 
with the development of a distinctly Aus- 
tralian version of multicultural toler- 
ance — policies which were maintained 
and extended by the conservatives in of- . 
fice from 1975-83. For Australia ' 
the 1970s, multicultural policy had 1 
basic aims: 

» Acceptance of cultural differences, 
within democratic limits set by the com- 
munity, 

» Promotion of equality of opportun- 
ity for all Australians, regardless of 
ethnic or cultural background. 

The Hawke government has now 

added a third element to this, being: 
» Recognition of the need to make ef- 
fective use of Australia's varied and rich 
human resources for our common eco- 
nomic future. 

Of course, every country has the 
right to decide who crosses its borders. 
However, the Labor government will 
continue to assess all applicants for mi- 
gration to Australia without reference to 
race, colour, national or ethnic origin, 
sex or religion. 

Australia takes very seriously its ob- 
ligations under Article 26 of the 1975 In- 
ternational Covenant on Civil and Poli- 
tical Rights. Australia is also a signatory 
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to the 1975 International Convention on 
the Elimination of all Forms of Racial 
Discrimination. Along with other mem- 
bers of the UN, Australia has pledged to 
"promote and encourage universal re- 
spect for and observance of human rights 


and fundamental freedoms for all, with- | 


ош distinction as to race, sex, language 
or religion." 

It declares that all human beings are 
"entitled to equal protection of the law 
against any discrimination and against 
any incitement to discrimination." 

As well, Australia is particularly 
mindful under the UN Convention of 
1951 of its responsibilities to refugees. 
Between 1976 and 1981, the region 
watched intently as boats carrying tragic 
refugees from Indochina landed safely 
on Australia's northern coast. Austra- 
lia's commitments at the international 
level saw the nation respond in a man- 
ner which gave many of these war- 
weary people a new home, new hope 
and new lives. 

Australia worked strenuously in in- 
ternational forums to таке such 
dangerous sea journeys unnecessary. 
More than 110,000 Indochinese have 
been resettled in Australia since the end 
of the Vietnam War. Since 1945, the 
country has taken in nearly 500,000 dis- 
placed persons and refugees — a record 
of compassion second to none. 
Hoeser the benefits for Australia 

of opening up migration from all 
sources, and especially from Asia, have 
also been substantial. Nearly 32% of 
Australia’s current intake of skilled 
migrants arrive from the Asian region, 
as do 79% of business migrants. 

A common claim by some critics as- 
sociated with the fringe “White Austra- 
lia” rump is that the “silent” majority of 
Australians is opposed to Asian migra- 
tion, regardless of the high principles es- 
poused by successive governments, 

The facts do not bear these claims 

. For example, two research reports 
published in 1986 provide a conclusive 
rebuttal to those who claim without evi- 
dence that Asian migrants in some way 
threaten Australia's social cohesion. А 
joint study by the then Australian De- 
partment of Immigration and Ethnic 
Affairs and Reark Research found: 

» Ahighlevel of acceptance and toler- 
ance towards and from the Asian com- 
munities in Australia. 

» Australians are much more inclined 
to be friendly to Asians who are close 
neighbours. 

» Asiansare hard-working and do well 
at work and at school because of their 
industriousness. 

» Australians complain more about 
noise and anti-social behaviour in their 
neighbourhood than about any per- 
ceived migrant presence. 

An additional socio-economic study 
of six Asian communities by Hassan and 
Tan found: 

» Asians are highly educated and multi- 








lingual, with 82% English-speaking and 
skilled. 

» Asians blend well into the wider 
Australian community and are suppor- 
tive of democratic institutions. 

A paper launched by the Depart- 
ment of Immigration, Local Govern- 
ment and Ethnic Affairs in September 
1988, and written by Laksiri Jayasuriya 
of the University of Western Australia, 
lends further weight to the case. Enti- 
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tled "Asian migrants in Australia: Fact 
and Fiction," Jayasuriya concluded that 
on nearly every indicator of social and 
economic performance, new migrant 
groups in Australia were adapting well 
to Australian society. 

A useful historical overview was re- 
cently prepared by Murray Goot, an 
academic, to aid deliberations by the 
national Committee to Advise on Aus- 
tralia’s Immigration and Population, 
which was established to make policy 











recommendations to the current gov- 
ernment. Goot surveyed public-opinion 
polls on migration since 1945 and found 
that, while immigration could be un- 


popular — particularly in tough eco- 
nomic times — specific opposition to 


Asians has always been statistically 
minor. 

The Labor government has put 
great energy into encouraging the coali- 
tion opposition to return to a bipartisan 
immigration policy. Still more energy 
has been expended in reassuring Asian 
communities in Australia, and thos 
considering migration, that their posi- 
tion is secure and they are most welcome. 

One reason for doing so is clearly the 
possible damage the  opposition's 
changed stance has caused Australia’s 
image overseas. A recent six-hour de 
bate in the national parliament over 
whelmingly rejected a return to гасе» 
based immigration. During that debate, 
a number of Liberal Party coalition 
members crossed the floor and sup- 
ported the government in the belief that 
the coalition’s position was abhorrent 
and untenable. 

Although of largely symbolic impor- 
tance, the debate underscored the gov- 
ernment's determination to ensure that 
Australia’s position is clearly communi- 
cated and understood. Hawke has since 
gone on record as saying that even if he 
thought Labor might lose the next elec- 
tion defending a non-discriminatory 
policy, the party would still fight it on 
that principle. 

Even more recently the Minister for 
Foreign Affairs and Trade Sen. Gareth 
Evans assured the UN General Assem- 
bly — and Asian leaders separately — 
that Australia remains committed to à 
non-discriminatory approach to immi- 
gration, 

The prospects for the Australian 
economy of even debating racially 


| based immigration have not escaped 
| those planning the country's long-term 
| future in the region. In continuing to en- 


gage in this folly, the following consi- 
derations should not be ignored: 
» Five of Australia's top 10 export 


| | markets are in Asia. 
| | * Asia buys А$17 billion (US$14.8 bil 


lion) worth of Australia's annual exports, 
representing half the country's toral. 

» Asia is Australia's fastest-growing 
destination. for exports. The largest 
market is Japan. 

> Asian investment in Australia 
amounts to almost A$35 billion. 

» The Pacific Rim is the core of Aus- 







| tralia’s fastest-growing industry — tour- 
| ism. 
|i» As indicated above, Asia is the 


| largest source of migrants under Aus- 


tralia's Business Migration Programme. 

In the year which marked Australia's 
bicentenary as a nation, the reasons why 
race cannot form the basis for migration 
selection cover commonsense pragma- 
tic ground as well as moral and ethical 
values. 
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‘The Upgradable Altos 386 Series 2000 Multi-User System. 


Upgrading a computer system is 
a business fact of life. 

At Altos, we've been building 
technologically innovative business 
computing systems which allow 
you to do just that. Like our 386 
Series 2000 Multi-User System. 

The Series 2000 has a modular 
design that allows a 20 user system 
to grow to support 64 users and 
128 devices. 

Based on the Intel 386 chip, 
the Series 2000 is designed to make 
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Heres a computer company that finally recognizes it. 





the most of UNIX*\ compatible 
application software. Our entire 
386 Series product family is config- 
ured to take advantage of vour cur- 
rent investment in computer tools 
and give you a growth path when 
vou need more power. 

Over the past 11 years, Altos 
has installed over 100,000 systems, 
and expanded into over 70 coun- 
tries around the world. 

Altos understands the chang- 
ing needs of business, and we've 








‘The only constant in the business world is change. 





built an entire company devoted t 
meeting those needs. 

Call us today to find out more 
about our 386 Series. It can help 
you stay on top of a world that 
never stays the same. 


Far East Limited 
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SOUTH KOREA 


Not yet democracy 


Focus on Chun delays government security- law reform 


By John McBeth in Seoul 
ith the political debris left by 
former president Chun Doo 


Hwan's regime still being cleared away, 
distracted national assembly lawmakers 
are way behind schedule in tackling а 
broad agenda of reform measures de- 
signed to set the seal on South Korea's 
progress towards full democratisation. 

“If we are going to have a demo- 
cracy, we should be changing the laws 
now," Minister of Legislation Hyun 
Hong Choo told the REVIEW. "We can't 
do that as long as the opposition focuses 
on Chun's wrong-doings.” 

It is in the interests of the govern- 

nt, of course, that the legacy of 

un's seven-year rule should be laid to 
rest as quickly as possible to allow Presi- 
dent Roh Tae Woo more breathing 
space. But while opposition leaders may 
be equally anxious to proceed with the 
passage of legislative reforms, they 
sense it is important to gain the political 
high ground first. 
ith the assembly due to end its reg- 
ular session on 18 December, it now 
seems much of the legislation will have 
to be delayed until next year — some- 
thing that is certain to raise the ire of dis- 
sident groups outside the assembly. 
Even the 1989 buget passed the assem- 
bly just hours before the legal 2 De- 
cember deadline — and then only after 
hectic backroom deliberations, during 
which the majority opposition failed to 
follow through on its promises of drastic 
spending cuts. 
a the end, the 210-67 vote pemes 
a split in opposition voting, with opposi- 
e айе Kim Dae Jung's Party for 
се and Democracy (PPD) express- 
ing dissatisfaction with the legislature's 
plans to alleviate farmers’ debts, now 
standing at an estimated Won 4.7 tril- 
lion (US$6.86 billion). The PPD had 
sought to write off the total amount at 
the rate of Won 1 trillion a year, while 
the other parties suggested a range of 
less radical measures. 
Among the more important pieces of 
legislation on the assembly's reform 
agenda is the controversial National 
Security Law, an ambiguously worded 
statute which the North Koreans say 
must be changed before a summit meet- 
ing is possible between Roh and North 
Korean leader Kim Il Sung. 
The draft amendment clears the way 
for South Koreans to visit and trade 
with the North and other communist 
ountries for the first time, but Hyun 

contends there were more important 
considerations than that. “The reason 
for the amendment is not because of 
North Korea, but because times have 





fan екет) СТА ЛГ ODE a 15 DIECEMRER 19RA 





changed,” he said. “We are going to 
narrow the definition of what is national 
security and what is an anti-state organi- 
sation. What we want to do is guard 
against an over-application of that par- 
ticular legislation.’ 

The current law, which prescribes 
the death sentence for ringleaders, 
loosely defines an anti-state organisa- 
tion as “an association or group within 
South Korea or outside it, as organised 
for the purpose of assuming the title of 
the government or disturbing the state.” 
Probably the most often-used provision 
to silence past dissent, Article 7, pro- 
hibits "praising," “encouraging,” or 
“siding” with an anti-state organisation 
— acharge that carries a prison term of 
up to seven years. 

Other related legislation to come 

under review will include: 
» The Agency for National Security 
Planning Law, which is 
to be revised in a way 
that ensures the coun- 
try's civilian intelli- 
gence apparatus does 
not involve itself in 
domestic politics. Ac- 
cording to the presi- 
dent's Administrative 
Reform Commission, 
the Agency for Na- 
tional Security Plan- 
ning's (NSP) powers of 
investigation under 
the National Security 
Law will be revoked 
and its activities will 
be confined to espion- 
age and subversion 
cases. 

The NSP, formerly 
the KCIA, its military 
counterpart, the De- 
fence Security Com- 
mand (DSC), and the 
Anti-Communist Bur- 
eau of the National Po- 
lice were responsible for the heavy poli- 
tical surveillance of the Chun years, 
which included phone tapping, mail 
tampering and outright physical harass- 
ment. Although a freer atmosphere 
exists now and people are much more 
willing о ни to express their political 
views, dissident sources claim NSP 
agents still monitor their activities. 

» The Law on Assembly and Demon- 
stration, another favoured instrument 
of the Chun regime to suppress political 
expression. Figures kept by the Na- 
tional Council of Churches of Korea 
show that between January and Novem- 
ber 1986 alone, more than 600 people 





were convicted for the content of 
speeches or for taking part in rallies that 
were declared to be illegal. 

» The 1980 Social Safety Act (SSA) 
and the Law for the Protection of So- 


| ciety, which allow authorities to hold 
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hardened criminals and prisoners 
branded as security risks long after their 
court sentences have expired. Both laws 
have been criticised by reform-minded 
judges, who are now flexing their mus- 
cles after years of subjugation. 

In the first decisions of its kind since 
the early 1970s, two Supreme Court jus- 
tices recently ruled that so-called “pro- 
tective custody," as prescribed in the 
SSA, was unconstitutional. The act 
states that a prison term may be ex- 
tended every two years for prisoners 
who have completed sentences for vio- 
lating specified articles of the National 
Security Law, the Criminal Code or the 
Military Penal Code. 

According to the US-based Asia 
human-rights organisation, 
more than 6,000 people were sentenc- 
ed between 1980-86 under the Law for 
the Protection of Society, which al- 
lows for preventive detention of seven 
to 10 years beyond the original court 
term. Unlike the SSA, which has been 
used for political pri- 
soners, the Law for 
the Protection of 
Society appears to 
be primarily employed 
against habitual crimi- 
nals. 

Hyun, a US-trained 
lawyer and former 
NSP official, expects 
up to 150 pieces of 
legislation will be re- 
vised and says that 
most of the differences 
between the ruling 
and opposition part- 
ies are more tech- 
nical than anything 
else. That does not 
mean it will all be 
smooth sailing, how- 
ever. 

Although the as- 
sembly passed the 
Local Autonomy Law 
in late 1987 and timed 
it to go into effect next 
May, the main ote parties have 
had a change of heart over the gra- 
duated — the legislation pre- 
scribes and say they now want across- 
the-board local body elections without 
delay. 

The Roh administration is also under 

ressure to make further revisions to la- 
э legislation, which would allow all 
unions to engage in political activities, 
remove industrial-dispute restrictions 
on employees of regionally based au- 
tonomous authorities and defence in- 
dustries, and scrap the current prohibi- 
tion on multiple trade unions in a single 
workplace. п 
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Cracking the whip 


Thai press faces increasing pressure from government 


By Paisal Sricharatchanya in Bangkok 


hen the government of Prime 

Minister Chatichai Choonhavan 
took office in August, there was op- 
timism that its democratic nature would 
augur well for the development of a free 
press. But any such hope has now 
evaporated. Not only has the leadership 
become less tolerant, it is also adopting 
what are seen as heavy-handed tactics to 
quell newspaper criticisms. 

Several vernacular newspapers were 
warned about their critical comments of 
the government during its first two 
months in office. Although none was 
closed, the warnings marked a disturb- 
ing new pattern which was in contrast to 
the relative freedom that existed 
through the lengthy era of former prime 
minister Prem Tinsulanond. 

The minister in charge of govern- 
ment public relations, Chalerm 
Yoobamrung, has threatened to act 
against newspapers or col- 
umnists that publish mali- 
cious or unfair criticism of 
the government. Members 
of the public who feel they 
are unfairly attacked will 
also be allowed to air their 
grievances through the two 
state-run TV stations. 

Thailand's print medium is 
never free in the legal sense. 
A decades-old dictatorial de- 
cree which was reinvoked by 
the extreme-rightist Thanin 
Kraivixien regime in 1976, 
tops a list of obsolete laws 
that in theory empower the 
Police Department to close 
newspapers for a broad range 
of vaguely defined offences, 
especially those relating to 
national security. 

In the tolerant atmosphere of the 
Prem era, there was little official harass- 
ment. This, in turn, permitted newspap- 
ers and other publications to develo 
into an effective watchdog against offi- 
cial wrongdoing. Despite some occa- 
sional excesses — such as sensational 
headlines or character assassination in 
the gossip columns — the Thai press is 
now regarded as one of the most free in 
Southeast Asia. Radio and TV, how- 
ever, remain under strict government 
control. 

It is against this background that the 
new government's over-sensitivity to 
criticism — and the methods it employs 
to handle it — has raised some concern. 
While the implied threats of a tough 
crackdown may temporarily silence the 
critics, observers wonder whether this 
will undermine the healthy pluralism of 
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opinions that has become a hallmark of 
Thai society. 

Much of the resentment is prompted 
by Chalerm's arrogant and abrasive 
manner, and the way he has trans- 
formed TV Channel 9 into a forum to 
blast away at all critics of the govern- 
ment. Channel 9 is run by the Mass 
Communication Organisation of Thai- 
land (MCoT), a unit under the Prime 
Minister's Office, of which Chalerm is 
chairman. The organisation also con- 
trols another station, Channel 3, which 
is leased to a private company under a 
long-term concession. 

Chalerm cited newspaper reporting 
of lightning over Government House 
(considered a bad omen), lavish spend- 
ing by the new leadership, and extensive 
criticism. of Interior Minister Pramarn 
Adireksarn's casino plans (which were 
subsequently dropped) as among the al- 





hind the petition. “А state-run station 
may be duty bound to prop up the gov- 
ernment's image," said the petition. 
"But this does not mean it should serve 
entirely as a government mouthpiece by 
denying the public divergent views. 
Such action would amount to an abuse 
of power . . . and insult the people's in- 
tellect." 

The controversy surrounding Cha- 
lerm is aggravated by the recent ap- 
юшин of the secretary-general of 

is Muanchon Party as MCoT director, 
replacing the former director who was 
dismissed. The minister has also been 
locked in a war of words with popular 
Channel 9 anchorman Somkiat On- 
wimol, whose role as a private contrac- 
tor to produce and present the station's 
news programme has been eclipsed. 

The fact that the prime minister has 
remained on the sidelines has cast the 
government in a negative light. There is 
little opposition politicians can do, since 
parliament is currently in recess. Pet 
opposition sources said they were lik 
to raise the issue for debate when parlia- 
ment reconvenes for the 1989 session 
next May. 

There was an initial period of scepti- 
cism over how long the Chatichai re- 
gime would remain in power 
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leged cases of distortion with malicious 
intent. He threatened to use Channel 9 
as a forum,to expose questionable as- 
pects in thefpersonal background of news- 
paper columnists he held responsible. 


C oncern is not confined to newspaper 
circles. A petition against Chalerm, 
signed by 139 university academics, was 
submitted to Chatichai on 1 December. 
Any state organ is a national resource or 
property of the people, the petition 
said, hence it would be sad to see a TV 
station being transformed into a forum 
for arguments instigated by a cabinet 
minister. 

"As members of the public, we have 
the right to watch quality programmes 
— not some minister making menacing 
threats," said Chulalongkorn Univer- 
sity's Khien Thiravit, a prime mover be- 
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and fears in many quarters 
over a possible spread of 
corruption. But the govern- 
ment's current sensitivity is 
now partly attributed to its 
sense of insecurity. This 
seems to breed on rumours, 
albeit unfounded, that the 
"old powers" — a term re- 
ferring to those who were 
supportive of the former 
prime minister — were 
scheming for his political 
comeback. 

For instance, some senior 
officials at Government 
House viewed critical co™- 
ments in the mass-circu 
tion daily newspaper Thar 
Rath as part of a broad- 
er campaign to topple the re- 
gime. Sources at the newspaper deni- 
ed it ever adopted such a policy. Thai 
Rath had been critical of the Chati- 
chai administration from the start; a po- 
pular gossip column went out of its 
way to lobby for popular military 
boss Gen. Chaovalit Yongchaiyut as 
the choice for the next premier- 
ship. 

Chalerm confronted the influential 
newspaper by ordering in the early 
hours of 19 November a surprise raid on 
a discothéque known to affiliated 
with the newspaper's proprietor. For a 
long time it had s operating beyond 
the permitted hours and wrongfully 
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using a nightclub licence. The newsy 


paper distanced itself from the incident, 
ut observers note at least one of its 
prominent columnists has since stopped 
writing. п 
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THE FINE ART OF FLYING 
by Monory. 





“F-BVFA". For the French artist, Monory, travel has always held a sense of magic. When 
we asked him to interpret our new concept The Fine Art of Flying, he was fascinated by 
our Concorde. For him it remains the perfect silhouette of man's travel fantasies. If travel 
no longer holds magic for уди — perhaps it's time to start flying with Air France. 


Make a sophisticated departure. 
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OVER 200 YEARS OF CAREFUL BREEDING 
PRODUCED THIS CHAMPION 





Every once in a while, a truly great 
horse is born. A horse destined to become 
a supreme champion on the racecourse 
and to pass into legend. A Nijinsky or 
an Arkle,a Red Rum or a Shirgar — superb | n« fine ie 
animals who remain unchallenged in their lifetimes. 

But perfection does not come about by chance. Such 
a horse is the result of the careful breeding of the bluest 
of bloodlines that can be traced for generations. And from 
the day of its birth, the young horse will be lovingly 
nurtured and cared for, meticulously shaped into a 
champion. 

So it is with Hine Х.О., the champion of fine 
cognacs, the choice of connoisseurs. 

Established in the heart of the Cognac region 
of France in 1763, the house of Hine 





has remained unswervingly 





Leaves nothing to be desired 


f the tboroughbred denote an impwcoahle peditem 


faithful to the standards of quality set 

down by its founder, Thomas Hine. 
Since the eighteenth 

century, every drop of 


Hine cognac has been lo- an 
V 


vingly matured under the watchful eye of Tr 









one man, the cellarmaster, whose senses 
are his birthright and whose extraordinary 
talents can be traced back through 
six generations of the Hine family. 
Hine X.O.— a thoroughbred champion 
of maturity, delicacy and 
finesse. A cognac of 
incomparable quality, 
to be savoured with 
respect and infinite 


pleasure. 
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Апа bureaucrats, too 


Recruit shares scandal spreads to the civil service 


By Charles Smith in Tokyo 


he Recruit share profiteering scandal 

could end the career of at least one 
prominent politician — Finance Minis- 
ter Kiichi Miyazawa says he is "ready to 
resign" over his secretary's involvement 
— but the damage to politicians' reputa- 
tions could soon be overshadowed by 
revelations involving bribery of central 
government officials. 

Former education  vice-minister 
Kunio Takaishi and former labour vice- 
minister Takashi Kato, the two senior- 
most bureaucrats in their ministries at 
the time, have so far admitted buying 
7"elisted shares of Recruit Cosmos, а 

al-estate subsidiary of the Recruit em- 
ployment-information group, and sell- 
ing them at a handsome profit after the 
company was listed on Tokyo's stock- 
market in late 1986. 

Since both men were in a position at 
the time of the purchase to do favours 
for Hiromasa Ezoe, the Recruit group's 
chairman, the suspicion exists that the 
transactions may not have been as 
straightforward as has been claimed. 
The implications are extremely serious, 
some analysts suggest, given the Japan- 
ese bureaucracy's power to interpret the 
country's laws more freely than in most 
advanced nations. Cases of corruption 
in the bureaucracy are not unknown but 
have generally involved low-level offi- 
cials accepting small bribes, rather than 
top administrators. 

Of the two purchases, Kato's ap- 
pears to be relatively free of political 
overtones, though analysts suggest that 
some legal aspects could prove trouble- 
some to him. Kato told a parliamentary 
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hearing in late November that he had 
bought Recruit Cosmos shares in the 
autumn of 1986 because he "personally 
liked" the chairman of the company and 
thought that owning the shares would 
be "prestigious." 

Kato has denied going out of his way 
to assist Recruit in its business of 
publishing ^ employment-information 
magazines while he was at the Labour 
Ministry. The Tokyo press, however, 
has noted that he was responsible in 
1984 for preventing legal restrictions 
from being imposed on companies 
publishing ^ employment-opportunity 
magazines. The decision was made be- 
fore Kato was invited to buy Recruit 
shares, but may still have influenced 
Recruit when it drew up a list of poten- 
tial investors. 

The position of the Education Minis- 
try's Takaishi is more complex. At first, 
he tried to duck admitting involvement 
in the Recruit scandal by claiming that 
his wife had bought the shares without 
his knowledge. He only retracted this 
story after learning that he was to be 
summoned as a sworn witness by a par- 
liamentary commission of enquiry into 
the scandal. 

As vice-minister, Takaishi claims not 
to have “had the power" to assist Re- 
cruit. He is known, however, to have 
approved the appointment of Recruit 
chairman Ezoe to two important educa- 
tion advisory panels established in 1986 
as part of former prime minister Yasu- 
hiro Nakasone's programme of educa- 
tional reform. The panels, dealing with 
university reform and the reform of 
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school curricula, dealt with matters di- 
rectly relevant to Recruit's main busi- 
ness. 

What makes Takaishi's position look 
even more controversial is his deep in- 
volvement in the politics of educational 
reform. Ezoe is said to have suggested 
to Takaishi that he should found an in- 
stitution for the promotion of adult edu- 
cation after his retirement from the 
Education Ministry — and when this in- 
stitute was duly established in June this 
year, it was financed with the help of a 
¥800 million (US$6.6 million) grant 
from Teikyo University, a Tokyo-based 
school which receives a large govern- 
ment subsidy. 

One of the institute's possible func- 
tions will be to help promote Takaishi's 
plan to run for à seat in the lower house 
of parliament from his native prefecture 
of Fukuoka, where the institute is head- 
quartered. The grant by Tokyo Univer- 
sity is said to have been legally “cor- 
rect," since the money was being paid to 
a foundation. To have handed funds di- 


rectly to Takaishi for his campaign 





would have been a breach of the law, 
which forbids government-subsidised 
bodies to make political contributions. 

Apart from the help offered by 
Teikyo, Takaishi is said to have also sol- 
icited money for his election campaign 
from textbook publishers, and from ап 
association of Kyushu private schools. 
These actions have drawn protests from 
the opposition Japan Socialist Party, 
which claims that the Education Minis- 
try has a standing order prohibiting edu- 
cational institutions from backing politi- 
cal parties 


f Takaishi is elected, he would be 

the first retired senior official in à 
major central-government ministry in 
recent times to be elected to the lower 
house, though former officials can and 
do get elected to the less powerful upper 
house. Political insiders, however, 
suggest that his chances of winning 
would have been good if he had steered 
clear of involvement in the Recruit 


| 
scandal. 





As vice-minister of education at the 
time the government was tackling edu- 
cation reform, Takaishi is said to have 
become close to Nakasone, the two men 
reportedly seeing eye-to-eye on the 
need to restore a "moral" element in Ja- 
panese education and to do away with 
taboos on the use of national symbols in 
state-owned schools. 

Significantly, the Ministry of Educa- 
tion ruled during Takaishi's vice-minis- 
tership that schools should be encour- 
aged to start flying the national flag and 
singing the Kimigayo, the Japanese na- 
tional anthem associated with the 
World War II military government. Pre- 
viously the use of the flag and Kimigayo 
had been strongly opposed by the left- 
wing Japan Teachers' Union 

The meeting of minds between 
Takaishi and Nakasone may explain 
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why the Nakasone faction, one of the 
four major intra-party groupings of the 
ruling Liberal Democratic Party (LDP), 
decided to back Takaishi as a candidate 
in the next general election. Embarrass- 
ment over the Recruit scandal could 
make the faction reconsider its decision, 
but Takaishi reportedly remains close to 
a number of senior members of the fac- 
tion, including former finance minister 
Michio Watanabe. A populist politician 
with rightwing leanings, Watanabe has 
often been mentioned as a possible suc- 
cessor to Nakasone as leader of the fac- 
tion. 

Apologists for the bureaucracy say 
that Takaishi is by no means a typical 


SOUTH KOREA 


example of top Japanese officialdom. A 
graduate of Kyushu University, one of 
Japan's less prestigious state-run uni- 
versities, Takaishi is an exception to the 
rule that top bureaucrats only come 
from Tokyo University and from а 
handful of top private universities such 
as Keio and Waseda. Once appointed to 
the Education Ministry he is said to 
have distinguished himself by his zeal in 
handling the teachers union and for his 
tactical skill in settling intra-ministerial 
disputes. 
Colleagues describe Takaishi as the 
| odd man in a ministry generally known 
for the mediocrity of its bureaucrats, at 
least compared with the high-flying fi- 





New broom, familiar faces 


Roh's cabinet reshuffle combines stability with reform 


By John McBeth in Seoul 


outh Korean President Roh Tae 

Woo has swept out all but four 
cabinet ministers in a bold move to 
apply a fresh face to his nine-month-old 
administration. But while the reshuffle 
underscored his determination to find 
personalities who could not readily be 
identified with former president Chun 
Doo Hwan's regime, there was little in 
the way of completely new talent either. 

Analysts saw the line-up as an effort 
to combine stability with reform, while 
à statement from the presidential Blue 
House said the 5 December ministerial 
changes would allow the government to 
“forcefully carry on domestic and for- 
eign policies on the basis of national sta- 
bility and harmony," an apparent refer- 
ence to a stronger style of leadership. 

The opposition Party for Peace 
and Democracy criticised Roh for 
naming 66-year-old Kang Yong Hoon 
the new acting prime minister at the 
same time as announcing the cabinet. 
Under the constitution, the nominated 
prime minister must first receive the ap- 
proval of the national assembly — 
dominated by opposition parties — be- 
fore the rest of the executive can be ap- 
pointed. 

Kang, one of two North Korean- 
born ministers in the new cabinet, is a 
retired general who was drummed out 
of the military for refusing to support 
former president Park Chung Hee's 
1961 coup. He later became ambas- 
sador to Britain (1981-84) and more re- 
cently was chairman of the assembly's 
Soul Olyaipics Support Committee. 

Apart from Kang, there are six other 
ministers with a military background in 
a cabinet of 24 men and one woman. Of 
the others, two are fellow graduates of 
Roh's Korean Military Academy Class 
П: Lee Sang Hoon, a National Secu- 
rity Council member who replaces 


outgoing defence minister Oh Ja Bok, 
and new Agriculture and Fisheries 
Minister Kim Shik. Lee, 55, was deputy 
commanding general of the US- 
Korean Combined Forces Command 
from 1983-85, a fact that gives his ap- 
pointment some significance at a time 
when the two allies are carrying out a 
sensitive review of their overall defence 
relationship. 

The president has brought in a new- 
look economic team, naming US- 
trained economist Cho Soon, 60, as the 
deputy prime minister and minister of 
the Economic Planning Board in place 
of the outgoing Rah Woong Bae: career 
bureaucrat Lee Kyu Song, 49, as fi- 
nance minister, and Lee Seung Soo, 52, 
a Democratic Justice Party lawmaker 
and former chairman of the Korean 
Trade Commission, as trade and indus- 
try minister. Lee Kyu Song replaced 
Sakong ll. who is under assembly 
scrutiny for his alleged role in forced 
business takeovers. 











Park: reward for Olympics. __ 














nance and foreign-affairs ministries. 
Yet, the fact that he was unusual may 
not mean that he was unique. One of the 
side effects of the stockmarket and real- 
estate booms of the past three years may 
have been to expose more top bureau- 
crats to the temptation of accepting 
shares in real-estate companies in re- 
turn for favours to private business. 
Recruit-type payoffs involving 
senior bureaucrats may also not be lim- 
ited to the central government. Next, 
according to one Tokyo analyst, may be 
a spate of revelations about favours ac- 
corded to Recruit Cosmos by prefec- 
tural governors and other senior figures 
in local government. п 





The new foreign minister and outgo- 
ing ambassador to Saudi Arabia, Choi 
Ho Choong, also has an economic back- 
ground, an indication that US trade 
talks will be an m item on his 
agenda and that the basic detail of South 
Korea's diplomacy towards Nort 
Korea and the communist world will re- 
main with the Blue House. Choi re- 
places Choi Kwang Soo, one of the 
seven holdover ministers from the Chun 
regime to get the axe. 

The only four ministers to be re- 
tained were Hyun Hong Choo (Office 
of Legislation), Lee Hong Koo (Unifi- 
cation), Kim Yong Gap (Government 
Administration) and Lee Bong Suh 
(Energy and Resources). Kim, a retired 
army officer and former official with the 
Agency for National Security Planning 
(NSP), had been expected to be re- 
placed after provoking a storm of con- 
troversy earlier this year by calling for 
constitutional changes to give the presi- 
dent stronger powers. 

Although it is not a cabinet post, 
perhaps the most intriguing appoint- 
ment was that of Seoul Olympic Or- 
ganising Committee chairman Park Seh 
Jik as director of the NSP, the countr'^* 
civilian intelligence apparatus. Pa 
served as deputy director of the NSP in 
1982-85 after former president Chun 
Doo Hwan had him removed as capital 
garrison commander in 1981 for alleged 
influence-peddling. 

The former two-star general's 
chances of being rewarded for the suc- 
cess of the Olympics appeared to re- 
ceive a setback when it was disclosed in 
early October that he had been one of 
24 divisional and regimental command- 
ers responsible for the brutal Samchong 
re-education camp system. 

Park later said it was unfair to label 
him a camp administrator when he was 
only in charge for 10 days as 3rd Divi- 
sion commander, a post he left to take 
over the Capital Garrison Command. 
His contention fuelled speculation over 
why the Defence Ministry thought hi 
name should be included in the list of 
those involved handed to the national 
assembly just days before the close of 
the games. п 
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‚ | Democracy Wall remembered 


Ten years have passed since Xidan Wall was put off limits 


By Robert Delfs in Peking 


arking the lOth anniversary of 

W China's Democracy Wall move- 
ment, Ren Wanding, a former move- 
ment leader, has called for the release of 
political prisoners and appealed to for- 
eign countries to make investment and 
aid to Peking conditional on the ex- 
pansion of social and democratic re- 
forms. 

Ren also released a four-page letter 
addressed to the UN Commission on 
Human Rights, Àmnesty International 
and the Hongkong Commission on 
Human Rights asking for inquiries into 
the condition of Democracy Wall ac- 
tivists and participants in the 1986-87 
student movement who are still in 
prison. 

A former Red Guard and co-founder 
of the Chinese Human Rights Alliance, 
Ren was arrested on 4 April 1979 as he 
tried to place a poster on Xidan Wall in 
Peking commemorating the 1976 
Tiananmen Incident, which was ostensi- 
bly an outpouring of grief for then re- 
cently deceased moderate premier 
Zhou Enlai, but was in essence an anti- 
leftist demonstration. Кеп was released 
from prison in 1983, : | 

he April 5th Revolution in 1976 
[the Tiananmen Incident] built the so- 
cial base for change that materialised in 
the October Palace Coup [the arrest of 
Jiang Qing, wife of Mao Zedong and 
leader of the radical leftist Gang of 
Four]." Ren said in an interview. "The 
party leadership boasts that they. didn't 
need even one bullet to overthrow the 
Gang of Four, but they're actually | 
sneering at the power of the pope | 
That victory belongs to the people." | 

It was the 1978-79 democracy move- | 
ment which first called for democratic | § 
political reforms, not the communist | 
party, Ren wrote in a 22-page essay to | 
be published abroad. But "the promise | 
of democracy remains unfulfilled,” he | 
added, arguing that China's modernisa- 
tion "cannot be realised without the 
total elimination of the present autocra- | 
tic system." | 

This is also the 10th anniversary of | 
the 3rd Plenum of the Lith Central | 
| 
| 
| 
| 
| 
| 
| 
| 


Committee, at which Chinese leader 
Deng Xiaoping scored a decisive politi- 
cal victory over his leftist rivals. This is 
hardly coincidence, the of 


a 


story 


| Deng’s political career and the tragic 


fortunes of the Democracy Wall move- 
ment are closely intertwined. 
The movement grew out of rehabili- 
tation of participants in the Tiananmen 
riots of 1976 which, in addition to being 
directed against the Maoist Left, were 
also in support of Deng, who had Бай 





come under.annonymous attack by left- 
ist members of the politburo as a 
"capitalist roader" after Zhou's death. 

eng was again removed from all his 
posts two days after the Tiananmen riot, 
which was declared a counter-revolu- 
tionary incident. Following Mao's death 
and the arrest of Jiang Qing and the 
Gang of Four in late 1976, small bottles 
— xiao pin in Chinese’ — were placed 
along Peking roadsides as symbols of 
the public's continued ‘support for 
Deng. In July 1977, Deng was again re- 
stored to his official posts and became 
head of the reformist faction within me 
leadership. 

The 1978 re-evaluation of t 
Tiananmen Incident as "entirely revoiu- 
tionary" weakened Deng's political 
rival, then party chairman Hua 
Guofeng. For a time, Deng openly sup- 
ported the Democracy Wall protesters. 
In an interview at the time with Ameri- 
can columnist Robert Novak, Deng 
called the posters at Xidan Wall *a good 
thing" à comment that was im- 
mediately relayed to the demonstrators 
at Xidan. 

After Deng's victory at the 3rd 
lenum in December, however, the al- 
iance between party liberals and mass 

activists began to fray. The Democracy 
Wall activists, establishing new home- 
published journals, sought to extend the 
victory of the Tiananmen reappraisal 
into a broader mass political movement 
which — in the case of leaders such as 





Activists still 
in prison 


Wei Jingshen — Editor of the pro- 
democracy Tansuo and the best known 
of the Democracy Wall activists, Wei 
was arrested on 29 March 1979. Con- 
victed of counter-revolutionary crime 
and of leaking state secrets to foreign- 
ers, Wei was given a 15-year sentence. 
Wei may have been transferred re- 
cently from Qinghai to a prison in 
Peking. 

Xu Wenli — A leading figure in the 
pro-democracy April 5 Forum group, 
Xu was arrested in April 1981 and sen- 
tenced to 15 years in prison on charges 
relating to his political activities. Xu was 
one of the most fervent supporters of ress 
formist leader Deng Xiaoping among 
the Democracy Wall activists and re- 
mained an avowed Marxist. He has 
been in solitary confinement in Peking’s 
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Ren and also Wei Jingshen — was be- 
coming increasingly radical in tone. 

In his essay "The Fifth Modernisa- 
tion," published in the first issue of Tan- 
suo in January 1979, Wei proclaimed 
that "the hated old political system has 
not changed." A 19-point declaration 
by Ren’s Human Rights Alliance, 
posted on Xidan Wall on 5 January 
1979, called for a multiparty system, 


free elections, an independent judiciary | 


and freedom of information and the 
right to travel abroad. 

After his return from an official visit 
to the US in February, Deng came 
under pressure within the leadership to 
curb the "excesses" of the Democracy 
Wall activists. On 16 March, Deng ar- 
ticulated the Four Basic Principles — 
adherence to the socialist road, proleta- 
rian dictatorship, leadership of the com- 
munist party and Marxism-Leninism- 
Mao Zedong thought. 


ei subsequently asserted in an arti- 


A 
и ү. that Deng, "after deceitfully 


nning the people's trust, was turning 
into a dictator." Wei was arrested four 
days later. The arrests of other activists 
who had explicitly challenged the party's 
leadership followed. These included 
Ren, Chen Lu and Huang Xiang. 

However, this was not the end of the 
movement, nor did leaders like Ren and 
Wei really represent it. Unofficial jour- 
nals remained active throughout 1979, 
some clearly with the support of sym- 
pathetic leaders, and many of the issues 
raised in them have since been adopted 
by party reformers. 

Xu Wenli, who himself would be ar- 
rested in 1981, told a Hongkong repor- 
ter that the Human Rights Alliance and 
its few allies were "naive youngsters" 
who have "mistaken citizens' rights for 
human rights." Even fewer were sym- 


* | Prison and has not been allowed 

itors since 1985, when his prison jour- 
„ul was smuggled abroad and pub- 
lished. 

Liu Qing — An editor working for 
the April 5 Forum group. Liu was ar- 
rested in November 1979 and adminis- 
tratively sentenced to three years re- 
education in a labour camp in Shanxi 

rovince for distributing a transcript of 
ei's October trial, then to seven more 
years after an essay Liu wrote was re- 
ublished abroad. He is due to be re- 
eased next year. 

Wang Xizhe — In 1973, Wang, one 
of the leading theorists of the demo- 
cracy movement, had been one of three 
Canton Red Guards who wrote a sca- 
thing indictment of the Cultural Revo- 
lution under the pseudonym “Li Yizhe" 
with the tacit or — according to 

Zhao Ziyang, now 


China's premier but who then had just 
been renamed to his former post of 
Guangdong provincial party secretary. 
Probably in detention from 1975 until 
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pathetic to the extreme views of Wei. 

Most of the remaining activists — es- 
timated to have numbered several 
thousand throughout China — re- 
mained avowed Marxists and continued 
to see themselves as supporters of a lib- 
eral faction led by Deng within the 
party. But among them were other 
theorists, such as Wang Xizhe, who 
emerged to articulate radical demo- 
cratic reforms but with a Marxist per- 
spective. 

Some conservative party leaders, 
such as Hu Qiaomu, feared 
that these views were 
shared by liberals within the 
party. Deng himself, in the 
very least, understood radi- 
cal democratic reforms to 
be a threat to the uneasy co- 
alition he had built in 1978 
among the disparate oppo- | 
nents of Maoist leftism. 

The suppression of 
Democracy Wall itself 
began in November 1979 
with the arrest of activists 
who were selling transctipts 
of Wei's trial. The wall was 
closed on 7 December. The - > 
end of the movement came | A 

wma 


after the 1980 elections, in 
which the party introduced 
the practice of nominating | 
more candidates than posts. 
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| Democracy all in 1979: promises unfulfilled. 





Wall activists are still in jail, Ren said, is 
that the party lacks confidence and still 
over-estimates their strength. It is 
ironic, Ren added, that the party jailed 
democracy activists who always thought 
they were loyal to Deng. while there are 
people today who curse Deng who are 
not in jail. 

Ren sees a thread of continuity in the 


| development of the pro-democracy ef- 


fort starting with the Tiananmen Inci- 
dent and extending through the Demo- 
cracy Wall movement to the student 
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Activists contested elec- 
tions in many districts, particularly in 
those encompassing universities. 

In the aftermath of the elections, 
starting in April 1981, 50 or more re- 
maining activists were arrested nation- 
wide. including editors of unofficial 
journals as well as candidates who had 
stood for election in factories and uni- 
versities. 

The reason that many Democracy 


1979, Wang was arrested again in April 
1981 and sentenced to 14 years impri- 
sonment for "counter-revolutionary in- 
citement." Nothing is known of his cur- 
rent situation. 

He Qiu — Editor of the pro-demo- 
cracy People's Road, he was arrested 
in 1980 after participating in organising 
a "national committee to save Liu 
Qing.” 

Yang Jing — A member of the April 
5th Forum group, Yang was arrested in 
1980 and sentenced to 10 years impri- 
sonment on charges relating to his politi- 
cal activities. He is due to be released 
next year. 

Chen Erjin — A former coal mine 
statistician from Yunnan province, 
Chen was the author of a book-length 
essay in support of multiparty demo- 
cracy, arguing that a privileged class en- 
joying a bureaucratic monopoly of eco- 
nomic and coercive power blocked 
China's progress to communism. Chen 
was arrested after April 1981 on politi- 
cal charges. — Robert Delfs 


demonstrations of 1986. “Peking Spring 
[the peak of the Democracy Wall move- 
ment] was planting the seeds, the mass 
student demonstrations for democracy 
in 1986 was the fruit." 

Ren does not deny that both Demo- 
cracy Wall and the 1986 student move- 
ment may have been manipulated or 
used by factions within the party but he 
insists that this does not negate their his- 
torical significance. "We paved the way 
for the next generation," he said. “We 
went to jail." 

He acknowledges that, broadly 
speaking, workers did not support the 
1986 student movement but believes 
their response would be different today, 
due to the effect of inflation on living 
standards. 

Ren, who now works as an assistant 
accountant for an equipment-installa- 
tion company in Peking. said he has 
been discriminated against in jobs and 
housing. He is bitter about "elitist" in- 
tellectuals. "They have a peaceful li- 
brary in which to study. But they've for- 
gotten who did this, who went to jail to 
pave the way, and they negate the 
strength of the people. Some of them 
even look for a strongman and talk 
about the need for a “new au- 
thoritarianism." 

“Now they have academic status, 
MA’s and PhD's," Ren said. "But 10 
| years ago, we could match them. We 
raised the same questions 10 years ago, 
when they couldn't. We were as good as 
they are." п 
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Stop the press! 






Australia seeks to bar publication of sensitive information 


By Michael Malik in Sydney 

Р an effort to protect its intelligence 
network in Southeast Asia, the Aus- 

tralan Government has become in- 

volved in a legal battle to prevent publi- 


cation by two Australian journalists of | 


what it claims is dangerous information. 

The case — which has been likened 
to that fought and lost in Australian 
courts by the British Government over 
the book Spycatcher — has elements of 
drama and farce. The two major pro- 
tagonists are Foreign and Trade Minis- 
ter Gareth Evans and journalist Brian 
Toohey, long a thorn in the Australian 
establishment's side. To date, with the 
case still unresolved, scores seem to be 
about even. 

Toohey, who angered the Foreign 
Ministry earlier this year by publishing 
some indiscreet notes on neighbouring 
countries by former foreign minister 
Bill Hayden, undoubtedly won the first 
round. This was when Evans, on 9 Nov- 
ember, sought and won from a hurried 
late-night sitting of the High Court a 
temporary injunction to prevent 
Toohey printing information about 
Australian Security Intelligence Service 
(ASIS) agents in Southeast Asia, in- 
cluding their names, in his magazine 
The Eye. 

Toohey denied he had any such in- 
tention and, to the government's em- 
barrassment, when the issue of the 





INDIA 





magazine presumed to contain the in- 
formation appeared, there was no such 
article in it. 

There was further embarrassment 
when the government had to apologise 
to the court for the fact that an official of 
the attorney-general's department had 


| gone round the court, which was open 


to the public, taking the names of those 
present. The official expressed "deep 
regret" if he had given any impression 
he was trying to coerce or intimidate 
anyone or suggest there was any restric- 


writing a book about ASIS that would 
reveal the identities of Australian spies 


| operating overseas. 


Reinforcing the seriousness the gov- 
ernment viewed this, Evans told a radio 
interviewer that in the past 18 months 
two contacts of ASIS agents had been 
killed in circumstances “where a con- 
nection was easily able to be drawn be- 
tween them and our operations.” He 
added: "We're not talking about kids’ 
stuff." 

At this stage fate — orthe Australian 
postal system — took a hand on the gov- 
ernment's side when the Channel 10 TV 
network revealed it was in possession of 
a manuscript of a book about ASIS by 
Toohey and Pinwill. The station showed 
what it said was a copy of the manu- 
script, showing chapter headings, on 
screen, and said it had been delivered to 
it by post, apparently in error. 





tion on the hearing. 

Despite the original Г 
setback, the govern- 
ment sought an exten- 
sion of the injuction 
against Toohey, rely- 
ing on a document 
which was said to con- 
tain an allegation by an 
associate of Toohey's 
that he did, in fact, 
shortly intend to pub- 
lish information about 
ASIS. 

On 23 November, 
lawyers for the govern- 
ment told the Federal 
Court that it had reason 
to believe that Toohey 
and fellow journalist 
William Pinwill were 





Evans: even score. 





Before an order 
could be delivered de- 
manding that the 


manuscript be hand: 
to the court, Chann.. 
10 said the manuscript 
had been returned to 
Toohey. On 25 Nov- 
ember, Toohey told 
the court this copy, 
which he had reco- 
vered from the TV sta- 
tion and deposited 
with an “overzealous” 
friend, had been de- 
stroyed. 

Toohey and Pinwill 
agreed, however, to 
hand over to the court 
other copies of an in- 
complete manuscript 





What's Right and Left? 


Hindu party throws its support behind tribal demands 


By Salamat Ali in New Delhi 

gitation that a separate Jharkhand 

state be carved out for the tribal 
areas of the northern states may be 
heightened in the next two months with 
the rightwing Hindu Bharatiya Janata 
Party (BJP) making a surprise decision 
to lend its support to the movement in 
which various communist groups are 
also involved. Other national political 
parties could follow suit. 

The tribals, working through the um- 
brella Jharkhand Samanvaya Samiti, or 
the Jharkhand coordination committee 
(JCC), have threatened to declare uni- 
laterally the formation of the state early 
next year if New Delhi does not initiate 
a dialogue over the issue or take other 
steps to resolve it. The area would cover 
the 20 adjoining districts sprawled over 
West Bengal, Bihar. Orissa and 









Madhya Pradesh that are the tribals' 
homelands. 

The BJP's alignment with the move- 
ment, which grew out of years of tribals’ 
discontent, is not altruistic. By extend- 
ing support, it hopes, as a major na- 
tional opposition party, to take over the 
movement and win the tribals' vote for 
itself in the four affected states. But it 
only wants 12 districts from one state, 
Bihar, to be set aside and it wants the 
new state to be called Varnachal, which, 
like Jharkhand, means jungle area. 

The tribals have been dissatisfied 
with the deterioration of their jungle 
homelands as the forests are cut down, 
and with the encroachment by the non- 
tribal Indian majority into their lands 
which put them at an economic and so- 
cial disadvantage, especially as tradi- 








tional tribal occupations disappear. 
Better-educated tribals have also be- 


come increasingly resentful of in- 
adequate educational facilities. 

Although the Indian Constituti 
and various laws pron for job quo... 
and other special facilities for the tri- 
bals, they have not helped them kee 
pace with other Indians. Educated tri- 
bals use the insensitive exploitation of 
the forests and the general widening 
economic gap between themselves and 
other Indians to rally support to their 
cause, and claim that their ethnic and 
cultural identities are in danger of being 
swamped. 


he movement acquired another grie- 
vance recently when the Congress 
government of Bihar summarily dis- 
missed Ranchi University vice-chan- 


| cellor Ram Dayal Munda, a tribal — 


though Jharkhand activists privately 
are happy because Munda will now be 
able to devote more time to the moves. 
ment. Its main strength now comes 
from tribal university students, some 
tribal politicians in the Bihar legisla- 
ture and from the tribal populace, 
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of a book to be entitled Oyster — appa- 


rently spy jargon for “ту lips are seal- 
ed" — to the government and would 
negotiate with it over approval for pub- 
lication. 

Toohey denied any intention of put- 


ting present agents at risk and said the | 


book was an analytical history of the 
ASIS’ 36 years. At a further hearing on 
1 December, the judge r е his 
displeasure at Toohey's explanation for 
the destruction of the manuscript but 
agreed to adjourn the case until a date to 
be fixed in the new year, mem. that the 
government did not seem to have suf- 
fered any prejudice from the incident 
since another manuscript had been pro- 
vided. 
Meanwhile, another Australian jour- 
nalist, veteran correspondent Peter Hast- 
ings, appeared in the High Court, from 
which there is no appeal, under threat of 
imprisonment for refusing to reveal his 
sources for a controversial story he 
.wrote in 1985. In the story, Hastings 

i0ted an unnamed American banker 
wid others in Manila as saying that 
Eduardo Cojuangco, a “crony” of 
ousted president Ferdinand Marcos, 
had helped squander Philippine state 
funds. Cojuangco, who left the Philip- 

ines when Marcos fled, is seeking the 
identities of Hastings' sources in order, 
itis claimed, to sue them for defamation. 

A statement to the court by John 
Fairfax, publishers of The Sydney 
Morning Herald, said Hastings felt 
bound not to reveal his sources in any 
circumstances. The judge, who had ac- 
cused Fairfax of trying to make Hastings 
a "martyr" as an excuse to alter Austra- 
lian law, adjourned the case until 13 De- 

cember. п 











especially of Bihar and West Bengal. 

The JCC plans to hold a rally in the 
last week of January in Calcutta, but it is 
not clear yet whether all the factions 

aking up the movement will partici- 
pate. Factionalism has grown out of sus- 

icions that the communists, who have 
ong supported their cause, want to take 
over the movement. 

One of the leaders of the Jharkhand 
Mukti Morcha (JMM, or Jharkhand 
Liberation Front), is Santosh Rana, an 
extreme leftist who is believed to be a 
Naxalite. The Naxalites, who call their 
mo the Communist e: of India- 

arxist Leninist, are involved in ter- 
rorism in the Jharkhand region and in 
Andhra Pradesh in the south. 

The JCC and JMM have held joint 
rallies in the past, and both could be 
pressured to come together again by the 
All-Jharkhand Students Union to put 
pressure on New Delhi. 

The central government, so far, has 
-not reacted to the agitation, preferring 

to let the state governments handle it. 
The state governments currently seem 
to believe that the problem can be 
wished away by ignoring it. п 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. 
AND THERE NEVER WILL BE. 









"The moon phase calender” 


IB 


17 35 


BLANCPAIN 


There is still no Blancpain “collection” as 
such. The same case houses each of the 
six “masterpieces” of the art of watch- 
making developed by Blancpain. 








s Each watch is assembled, polished and 

x |: finished by hand by the individual watch- 

= sS maker. 

& 5 
A pai Only about a dozen watches, each indi- 
eS 8 vidually signed and numbered, daily 
= o : 
ez25 g leave the workshops of Blancpain = the 
Sse 2 oldest watch name not only in Switzer- 
ues Ф land, but also in the world. 
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PHILIPPINES 





Dubious disappearances 


Human-rights issue casts shadow over Aquino's rule 


By Jose Galang in Manila 


фо ы салмаска human- 
rights abuses and military excesses 
during former president Ferdinand 
Marcos' administration was a major fac- 
tor behind Corazon Aquino's sweep to 
power in 1986. Now, the same problems 
appear to be eroding the reputation of 
her own administration. 

Concern over a spate of disappear- 
ances of victims with known links to 
so-called cause-oriented organisations, 
mostly Left-leaning groups suspected of 
being fronts for communist insurgents, 
has grown in recent months. 

Because there are no witnesses in 
many of these cases, suspicions about 
who is behind them vary. The military 
insists relatives are the most likely sus- 
pects. The organisations to which the 
missing people belong. however, are 
known to make life difficult for the mili- 
tary and police, especially at rallies and 
during labour strikes. 

The authorities maintain that the dis- 
appearances may have been voluntary 
and have been organised by the leftists 
to arouse discontent against the govern- 
ment. 

In the two years and nine months 
that Aquino has been in office, for in- 
stance, there have been some 220 re- 
ported disappearances. This is lower 
than the 114 cases recorded annually in 
the last three years of the Marcos ad- 
ministration, but the numbers have 
been increasing since 1986. 

So far this year there have been close 
to 100, with a high proportion repre- 
senting individuals who are members 
rather than officers of leftist organisa- 
tions in the student and labour sectors. 

One organisation involved in studies 
on human-rights violations in the coun- 
try noted in a recent paper that the mili- 
tary now follows *a new tactic that 
targets lesser-known figures in leftist 
and human-rights organisations, to 
avoid adverse publicity that would ac- 
company the killing or abduction of 
prominent leftists.” 

The pattern is often likened to the 
wave of disappearances during the poli- 
tical turmoil in Latin American coun- 
tries, particularly Argentina and Chile, 
in the late 1960s and 1970s. That era 
gave rise to the term desaparecidos, 
Spanish for "disappeared," which is 
now being adopted by Philippine or- 
ganisations that assist relatives of the 
victims. 

More than 820 people disappeared 
during the Marcos administration from 
1970 until his flight from a popular re- 
volt in February 1986. Many of them 
have not been heard from again. Also, 





many were reported to have been tor- 
tured while being interrogated іп 
safehouses located near military camps. 

Most of the latest victims have been 
members of such organisations as the la- 
bour federation Kilusang Mayo Uno 
(KMU, or May First Movement), the 
League of Filipino Students, and the 
Bagong Alyansang Makabayan (Bayan, 
or New Nationalist Alliance). KMU 
chairman Crispin Beltran contends that 
there are “more human-rights viola- 
tions in the Aquino administration than 
in the Marcos regime.” 

One of the labour leaders who “dis- 
appeared” was Rolando Olalia, Bel- 
tran’s predecessor at KMU, who was 
kidnapped along with his driver after 











In the congress, members of the 
committee on human rights are plan- 
ning to summon military officials, par- 
ticularly heads of the intelligence opera- 
tions of the different military units, to 
shed light on the disappearances. One 
congressman said the wave of snatch- 
ings could indicate "an intensified secret 
operation by the military against sub- 
versives, which could defeat our pursuit 
of good government." 

A recent announcement by a de- 
fence undersecretary, Fortunato Abat, 
of a military plan to "outlaw cause- 
oriented groups suspected of being 
communist fronts" has given rise to fur- 
ther fears among leaders of these or- 
ganisations and some members of con- 
gress. 

The Commission on Human Rights, 
set up after Aquino became president. 
says it has filed before various courts a 
total of 170 cases against soldiers and 
policemen. The commission says it has 
extended financial aid to victims of 
human-rights abuses and initiate 
dialogues between certain саис 
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Relatives of the disappeared at a news conference. 


———————— 








meeting with a local union just outside 
Metro-Manila in November 1986. The 
bodies of Olalia and his driver were 
later found dumped in a secluded field. 


mong the organisations that hel 
the victims’ relatives is the Task 
Force Detainees of the Philippines 
(TFDP), which has the support of the 
local Roman Catholic Church, and the 
Free Legal Assistance Group, which 
provides legal aid for the relatives of 
the missing. Relatives themselves have 
formed Find the Victims of Involuntary 
Disappearances (Find), which meets in- 
formally оп Wednesdays at the Re- 
demptorist Church in Metro-Manila. 
TFDP head Sister Mariani Dimara- 
nan said at a recent forum on the issue 
that people, particularly those in the 
provinces, "get bullets" instead of eco- 
nomic reforms from the government. 
TFDP leaders have complained that 
some of their recent meetings have been 
raided by military units. Such raids did 
not occur during the Marcos years, it 
was pointed out. 


oriented groups and military officers. 

Part of the problem could be slump- 
ing discipline in the military. The rece 
brazen violation of security at a maj... 
military installation in Metro-Manila, 
which led to the escape of the top man of 
the communist New People's Army, 
tends to bolster this observation. 

Events outside the metropolis may 
well be worse. Military officers say that 
soldiers involved in torture or the 
snatching of suspects have been either 
disciplined or discharged. However, 
this disciplinary action has been taken 
quietly to avoid a major breakdown in 
military morale. 

The political implications of the 
problem continue to be dissected at va- 
rious forums, which are expected to in- 
crease in the run-up to the 10 December 
anniversary of the UN Declaration of 
Human Rights. Relatives of those who 
have disappeared (most of the missing. 
are family breadwinners) continue to di- 
vide their time between searching for 
their kin and looking for ways to survive 
economically. п 
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TRAINING. 
THE POWER TO EVOLVE. 


In the world of jet pilot train economy 
is an uncomfortable partner. Jet training at 
a realistic cost requires forethought and 
fon 2 ne: di 

ai Marchetti — a om^ eng d 
Agusta — has oer 211 to get 
best out of jet pilot training. 
A true jet, with a pressurized cockpit and 
0-0 type ejection seats, the S211's perform- 
ance, flying characteristics and systems 

ive it important advantages over older 

ainers at an operating cost comparable 
to that of much more limited turboprop air- 
craft. Economies which are echoed in de- 
sign and cone, See support 
and maintenance, wi сече 
aircraft performance and capability. 
The armed version of the S 211 is a very 
efectivo weapons trainer and equally use- 
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“ЕС HE 
nai fei Bi. 
M ені S 211 is Capable oF 
training standards-of-the most е 
teachers in almost any situation. 
In the world of airplanes, hel 
аегозрасе systems Gruppo Agusta provi- 
des the power to evolve. 
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TRE NEW 


MARCO POLO 
BUSINESS CLASS 





BUILT TO HELP 
THE CORPORATE BODY 
ARRIVE IN 


BETTER SHAPE 


On July 10th, 1988 we invited 
Mr. David Lloyd, director of an 
international finance company, 
to test the New Marco Polo 
Business Class. 

The changes he saw are 
significant, 

A completely new environ- 
ment which gives over 10% more 
individual space per passenger. 
Wider, more comfortable seats. A 
new interior designed to create a 
relaxed, business-like atmosphere. 
And, on long haul flights, 
foot- and leg-rests to enhance 
passenger comfort. 

All these improvements met 
with his approval. 

But one thing pleased him 
more than anything else. 

The fact that we hadn't changed 


our high standard of service. 


Cathay Pacific acknowledges the 
participation of Mr. David Lloyd 


in the testing of the New Marco 





Polo Business Class. 


Arrive in better shape gg 


CATHAY PACIFIC. 
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e THE Dan Quayle jokes are coming 
thick and fast (О: “What are the words 
America least wants to hear over the 
next four years?" A: "Dan, I don't feel 
so good." And the one about the film 
they are making of his Vietnam War ex- 
perience entitled “Full Dinner Jacket"). 
A REVIEW reader in Bahrain sends in a 
flyer for a local meat shop, which is de- 
lightful in itself, but could be read as a 
commentary on the US vice-presiden- 
tial election: 





› THE excruciatingly long process of 
the election is over, and we have only a 
few weeks to go until the inauguration, 
though the commentaries on White 
House and cabinet appointments and 
the "What-Did-Dukakis-Do-Wrong- 
To-Say-Nothing-Of-The-Democrats” 

st-mortem examinations will go on 

or a long time after that. Already we 
are being treated to features on the 
regal lifestyle of the retired Reagans in 
the Hollywood house they have been 

iven. The US media seems to be in a 
orgiving mood towards Ronald 
Reagan, willing generally to overlook 
all those original promises to balance 
budgets and agreeing that Reagan will 
go down in history as the Great Com- 
municator. 

In the interest of balance and objec- 
tivity, I think it is worth recording at this 
time some Reagan utterances which I 
have culled from an amusing Book of 

litical Quotes compiled by Jonathon 
- reen. 

I used to say that politics was the sec- 
ond oldest profession, and I have come to 
know that it bears a gross similarity to 
the first. 

As US presidential candidate 1979 

I am very proud to be called a pig. It 
stands for pride, integrity and guts. 

As governor of California 1970 

We should tell Panama's tin-horn 
dictator just what he can do with his de- 
mands for sovereignty over the Canal 
Zone. We bought it, we paid for it, and 
they can't have it. 

As US presidential candidate 1976 

The entire graduated income tax 
structure was created by Karl Marx. 

We could pave the whole country 
[Vietnam] and put parking stripes on it 
and still be home for Christmas. 

The thought of being president 
frightens me and I do not think I want 
the job. 

As governor of California 

Those quotes date from the time 


renren Ure PANAIA DADA 2 TE DECEMRER OAR 


before he got the job in the White 
House, and do not even include the 
one about trees being great polluters. 
The boo-boos he has made since are 
well documented. But there is one 
which the Great Communicator should 


be remembered for: an excerpt from a | 


press conference he gave three days 
after the market crash in October last 
year. 

It was the first time Reagan had 
answered  reporters' questions 
months without using the twin crutch- 
es of his own hard hearing plus the 
noise of whirring helicopter rotors 
on the White House lawn. This is how 
it was reproduced on the front cover 
of a Kleinwort Benson securities re- 


port: 

The problem is — the deficit is — or 
should I say — wait a minute, the spend- 
ing, I should say, or gross national pro- 
duct, forgive me — the spending is 
roughly 23 to 24 per cent. So that it is in 
— it what is increasing, while the rev- 
enues are staying proportionately the 
same and what would be the proper 
amount they should, that we should be 
taking from the private sector. 

@ BUT when it comes to gobbledegook, 
Reagan has plenty of competition. In 
August, as the Trade Bill raced towards 
its final passage in the US Senate, a 
friend sat down and completed his first 
(and, he Po his only) reading of the 
entire bill. Section 4602 read: 

The first proviso of section 8с(6)(1) of 
the Agricultural Adjustment Act (7 
U.S.C. 608с(6)00),  reenacted with 
amendments by the Agricultural Mar- 
keting Agreement Act of 1937, is 
amended by striking out *or tomatoes" 
and inserting in lieu thereof “tomatoes, 
or Florida-grown strawberries.” 

In the section of the bill dealing with 
bilateral trade agreements, a certain 
sub-paragraph (1) allowed the president 
to enter into such agreements with for- 
eign countries. Paragraph (2) read: 

Notwithstanding any other provision 
of law, no trade benefit shall be extended 
to any country by reason of the extension 
of any trade benefit to another country 
under a trade agreement entered into 
under paragraph (1) with such other 
country. 

€ ANOTHER piece of bureaucratese 
was spotted by Bill Frelick in a draft 
drawn up by the US Immigration and 
Naturalisation Service of its application 
form to Adjust Status from Temporary 
to Permanent Resident. As published in 
August in the Federal Register, the list 
of grounds for exclusion that could be 
waived was: 

(13)Aliens coming to the United States 
to engage in any immortal sexual act. 

е EVERY year, a US institution, the 
Agricultural Research Service, chooses 
outstanding scientists for special 
awards. ey are made for such 
achievements. as, "For Innovative 


for | 








Leen and Creative Research on 
Turkey Reproduction That is Rev- 
olutionizing the Turkey Breeding In- 
dustry.” They are all solemnly listed in 
the information notes put out by the US 
Department of Agriculture. But, as Jay 
Maclean comments, the acronym for 
the service shows either lack of 
forethought or a high level of cynicism: 


ARS SCIENTISTS OF THE YEAR 


€ PEKING betrays no cynicism about 
the US, according to this packaged bicy- 
cle, photographed by Kyra Nunez at 


Mexico City’s Benito Juarez airport: 





@ SOME Americans appear shocked 
when I tell them I was a hooker for 
many years, not knowing about the 
game of rugby football. They would be 
similarly shocked by an advertisement 
for a firm of lawyers spotted by Phil 
Richardson in the staid columns of Bri- 
tain's oldest daily newspaper, Lloyds 
List, established in 1734: 





Moresby Post Courier about "Palace 
Life in London" from which Gary Mar- 
tin supplied a cutting: 





"Their duties are 
all carefully 
written down. One 
man hos the sole 
task of winding 
the 300 palace 
cocks every day.' 





€ A CERTAIN condominium in To- 
ronto must be a palace. Mark Seltzer 


| photographed the notice board which 


records a triumph of salesmanship: 
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The great desert trek 
into the Thar, by camel 


By Jug Suraiya in Jaisalmer 

Qo a rocky outcrop, the for- 
tress city of Jaisalmer glows like a 

golden mirage rising out of the arid 

heart of the Thar desert that straddles 

the border between Rajasthan in India 

and Sindh in Pakistan. 

The motor road from Jodhpur, 285 
km to the east, is narrow but service- 
able, at least when the brief cold season 
has temporarily laid to rest the demonic 
dust storms of summer's inferno. 

The midway point, Pokaran (where, 
in 1974, India is said to have conducted 
a nuclear test) goes by in an indistin- 
guishable blur when speeding through 
the dun landscape dotted with low scrub 
on ап arrow-straight road. The machine 
age seems to founder in a hostile 
element in this land which over the 
centuries has been traversed only by 
the plodding gait of camel cara- 
vans. 

Time seems suspended under the 
steel vault of sky, so that the battle- 
ments of Jaisalmer spring out of the heat 
haze like a trick of perspective caused 
not by distance but by history. 

And in а way, history has caught и 
once again with Jaisalmer in the apt — if 
ungainly — form of the camel, thanks to 
which the 800-year-old city flourished in 
its heyday when it was the gateway for 
the great caravans that plied the over- 
land trade route to West and Central 
Asia. 

The growth of Bombay as a seaport, 
the partition of India ae 
and the closure of the 
border with Pakistan 
led to Jaisalmer's de- 
cline until it was in 
danger of being re- 
claimed by the desert 
which had given it 
birth. Although the 
1965 and 1971 Indo- 


Pakistani conflicts 
made the town an 
important military 


base, the revival was 
a transfusion and not 
anorganic growth. 
But inthe past few 
years, ап invasion 
quite different from 
the one that was 
feared has given 
Jaisalmer the prom- 
ise of a new lease on 
life: the oasis city 
founded in 1156 by 








The fort at the city of Jaisalmer: gateway of the camel caravans. 


| the Bhati Rajput prince, Jaisaldeo, has 
become the base camp for an increasing 
number of international explorers in 
search of the new frontier of adventure 
travel — the great desert trek into the 
Thar, the fearsome sea of sand that 
stretches from the west of Jaisalmer to 
Amarkot in Sindh. 

The grim history of the Thar is 
etched in the bleached bones of the men 
and animals that have died following the 
trail through the shifting, waterless 
dunes. 

When the defeated Mughal emperor 
Humayun fled from the victorious Sher 
Shah Suri across its sands, many of his 
soldiers, maddened with thirst, jumped 
down a thousand feet to their deaths 
when they chanced across а soli- 
tary well and could not wait for the 
water to be drawn up from its cavernous 
depths. 

Humavun's begum (wife), however, 
survived the nightmarish journey: the 
child she was carrying was born in 
Amarkot and was to redeem his father’s 
lost throne as Akbar, the greatest of the 

| Mughals. 

Today, tourists flock where kings 
and soldiers feared to tread. “Mahavir 
Stores. Cheep [sic] cold drink. Indian 
and tourist same price. No commission 
for camel drivers,” reads a shop sign on 
the way to Sam, 40 km from Jaisalmer, 
where the Thar really begins. Sam itself 
is a huddle of tea-stall tents and lean- 








tos, with a single permanent structure in 
the mid-distance government 
tourist rest house still under construc- 
tion. 

Lounging camels stare down super- 
ciliously at taxi-borne day-trippers who 
haggle over the cost of a saddle-back 
ride into the dunes to watch the sunset. 
The deep silence of the desert is rippled 
by blaring car horns, cries of alarm and 
amusement as the sightseers clamber 
atop their mounts, and the whining 
music of the turbaned minstrel singing 
mournful ballads. 

But this is the bottom end of the 
camel tourism market. The real treks, 
which take from two to 12 days, are seri- 
ous business and are arranged in 
Jaisalmer, whose stone-flagged, 
labyrinthine lanes have spawned a new 
breed of entrepreneur. 

"Real Sand Safari From Rs 7 
[US$3.30] per day only. Fooding, e 
perienced guide/driver, etc. Contact 
Aswin,” announces a sign strung oppo- 
site the lace-like, carved stone facade 
of an old haveli, a merchant family's 
traditional mansion in whose now 
empty rooms querulous pigeons roost 
and grumble. 


— S 


ypically, a safari begins at dawn 

from the foot of Jaisalmer fort, as 
first light tints the battlements with 
gold. The camels shuffle out in the 
loose-jointed gait which has been com- 
pared to that of a “mobile corkscrew.” 
They march into the horizon, skeletal 
outlines of a ghostly caravan lost in 
trackless time. 

The occasional scuttle of a lizard or 
the darting run of a sand deer em- 
phasises the stillness. It takes luck and 
sharp eyes to spot the Great Indian Bus- 
tard, the tall swift-running bird which 
has been rendered near extinct. 

The halt for t 














==. D 
mid-day staple meal 
of chappatis and 
dhal, the afternoon 
rest, the selection 
of a camp site at 
day's end are the 
only milestones in 
the emptiness. "No 
snakes or scorpions 
in the cold season,” 
the guide says, re- 
assuringly. 

The trek resumes 
at sun-up, the tawny 
landscape bleached 





| with ribs of sand. 
| By that even- 
ing, the Thar will 
be reached, where 
under the  star- 
light the dunes swell 
and dip like the 





breathing form of 
à woman asleep, 
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Camel safari through the Thar desert. 
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saming of a silent sea of sand. 
“This is what makes it all worthwhile,” 
whispers a trekker, “I have never 
heard such quietness so clearly be- 
fore.” 

Quiet and empty as it is, some feel 
that the desert is becoming too crowded 
and noisy with amateur explorers, 
mainly foreigners but also including an 
increasing number of urban Indians in 
search of adventure. A few indi- 
vidualists have been said to have ven- 
tured solo and on foot into the Thar. 

“It’s utterly irresponsible, pure mad- 
ness. The desert can be a killer,” warns 
a camel safari organiser in Jaisalmer. 
Despite the danger — or perhaps be- 
cause of it — the more adventuresome 
trekkers sometimes stray from the pre- 
scribed trails. “If 
something were to 
a it could 
lead to 












6 The grim history of the 





smuggling, which in recent years has be- | 


come a conduit for narcotics and ter- 
rorism, adds a sinister twist to the prob- 
lem. 

While aware of occasional trespasses 
upon its hospitability, Jaisalmer is mak- 
ing the most of its new-found status on 
the international travel circuit, with 
which it is now connected by a thrice- 
weekly Vayudoot flight via New Delhi and 
Jodhpur. Although the mystique of the 


| desert remains its greatest attraction, 


not all who visit the city venture into the 
wasteland. 

Thrice overrun by conquerors in its 
800-уеаг history, Jaisalmer is now over- 
whelmed by sight-seers. They come to 
exclaim at the exquisite carvings of its 
15th century Jain temples, marvel at its 
great havelis 
draped in stone 
fretwork as gaudy 





^ restric- Thar is etched in the bleached | as the colourful 

bad for every: bones of the men and а curi 

one," complains a animals that have died wear, explore its 

local trek opera- following the trail through maze of alleyways 

EIS eddy. so the shifting, waterless wound à pred 
far the desert has dunes. ? thani turban. — 





not claimed a 
tourist victim. But from the viewpoint 
of individual safety as well as national 
security, some feel that the current re- 
strictions on the movements of visitors 
to the region are far too lax. 

Despite official signboards caution- 
ing foreign nationals against entering 
restricted areas, the observance of such 


rules is difficult to monitor and 
incursions are said to be common- 
place. 


While security is tight along the bor- 
der tracts, places like Khuri, which is 40 
km southwest of Jaisalmer, belong to an 
ambivalent twilight which technically is 
out-of-bounds for visitors but in prac- 
tice is accessible to those who risk it. 
The time-honoured border tradition of 





Or they come 
to listen to Khayal (classical) singers la- 
ment the fate of Princess Moomal and 
Prince Mahendra, the star-crossed lov- 


ers who died sadly ever after but con- | 


tinue to live on in legend. 

But each Jaisalmer experience seems 
to gain resonance from the unseen, all- 
prevasive desert. As a visitor puts it: 


“It’s this feeling one gets here, of being | 


at the edge of things.” It is a feeling that 
comes through strongest when watching 
the sunset from a vantage point outside 
the city which blazes an impossible gold 
swiftly extinguished by the tide of dusk. 
It is easy then to believe that millennia 
ago the sea covered this waterless plain. 
receding to leave behind the enduring 
enigma of arrival. п 





in poetry 
By Mochtar Lubis in Jakarta 
odern Indonesian literature 15 in- 


Mos intertwined with the rise 
of Indonesian nationalism, the struggle 
for national and individual emancipa- 
tion. It is also part of the Indonesian 
struggle to develop one national lan- 
guage for a nation composed of such a 
'reat diversity of ethnic cultures and 
ج‎ 

In the decades before the Dutch col- 
onial empire ended with the Japanese 
army's invasion of Indonesia, the 
pioneers of modern Indonesian litera- 
ture tried to deal with old traditions, 
which confined Indonesian women to 
an inferior role in society. In those days, 
even men chafed under the strict old tra- 
ditions. Those writers were preoccupied 
with restrictive traditions, which were 
deemed to inhibit the emergence of 
modern Indonesian men and women. 

Nur Iskandar's first novel was typi- 
cally titled Apa Dayaku Karena aku 
perempuan (“What can I do, as І am 
only a Woman"). His second novel was 
titled Cinta Yang Membawa Маш 
("Love Brings Death"). Both dealt with 
forced marriages. In those days, parents 
arranged the marriages of their 
daughters, and no nonsense, such as 
free choice by their daughters, was tol- 
erated. 

A further development was the 
novel Salah Asuhan by Abdul Muis. He 
wrote about a Dutch-educated Indone- 
sian who yearned to free himself from 
the shackles of the old traditions of his 
ethnic group, and decided to marry a 
Dutch girl. However, the marriage did 
not prosper. There were too many con- 
flicting cultural values between East 
and West. 

However, the real impetus for the 
development of modern Indonesian lit- 
erature was the birth of the Pujangga 
Baru (New Poets) group in Jakarta, 
which wrote in the magazine of the same 
name. Some of the illustrious names 


were those of writers Sutan Takdir 
Alisyahbana, Sanusi Pane, Armijn 
Pane, and many others. 

Takdir Alisyahbana pursued his 


main idea that in order to emancipate 
themselves into an independent nation, 
the Indonesians should not hesitate to 
take over from the West its science and 
technology, and even its cultural values. 
Indonesians must get rid of the old cul- 
tural values, which had failed to take 
them into the modern world, he said. 
Sanusi Pane was against this posture 
for he believed that there was still а 
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great strength and potential in the old 
Eastern culture, which had far superior 
spiritual values than the material cul- 
ture of the West. He said his indi- 
vidualism was not a Western indi- 
vidualism. and emerged from his wish to 
unite his soul with the soul of the world. 

The debates exploded in the 1930s 
into what was called the cultural 
polemic, a great cultural debate in 
which many Indonesian writers and in- 
tellectuals joined, and which has exer- 
cised a deep influence on many genera- 
tions of Indonesian artists, writers and 
intellectuals, even today. 

Over time Takdir Alisyahbana has 
softened his stance a bit about the need 
for a wholesale takeover of Western cul- 
ture. However, even today he still in- 
sists that to step into the modern world, 
Indonesians must have the courage to 
discard those parts of their old tradi- 
tions and cultural values (for example, 
feudalism, irrationality, unscientific at- 

udes) which inhibited the liberation 
men and women from the binds of the 
old traditions. 

He wrote and still writes novels, 
E essays and books on culture, the 

ndonesian language and many other 
aspects of life in Indonesia. He is cur- 
rently rector of the Universitas Nasional 
in Jakarta, and is a versatile writer as 
well as Indonesia's greatest intellectual 
optimist. He wrote in one of his poems: 
"Only in the struggle, my God, I feel se- 
cure and at peace." 

In one of his novels Lavar Terkem- 
bang  ("Unfurled Sails"),  Takdir 
Alisyahbana, through one of the 
characters, sharply criticises the Hindu 
philosophy, which weakened the spirit 
of man. It taught that life in the world is 
only illusory, of no great importance. 

Indonesians loved to classify their 
writers into generations. There is the 
Pujangga Baru Generation with its vital 
cultural debates about which direction 

go. West or East, its quest for the 
..,hts of women and the emancipation 
of the people in general. Theirs was а 
generation which insisted that marriage 
without love was one of emptiness and 
loneliness. For them, forced marriage 
was a capitulation of woman to man. 


W hen Indonesia proclaimed its inde- 
pendence in 1945, а new genera- 
tion of writers appeared on the scene, 
called Generation 45. One of its leading 
members was the poet Chairul Anwar, 
who became instantly popular through 
his patriotic poetry. This generation had 
new preoccupations. It wanted to fight 
for human freedom and dignity. 

In a cultural proclamation, the writ- 
ers boldly claimed they were the in- 
heritors of all the cultures of the world. 
They wrote poetry, short stories, 
novels, essays and plays. They made 
films. They believed in the universality 
of human values and human rights. 
They did not regard Western and East- 
ern cultures as being in conflict with 
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each other. They felt free to borrow all 
they needed from all world cultures, 
and transform them into their own. 
They were intensely democratic: they 
wanted freedom of expression, freedom 
from oppression, a just society. 

Those were the years after the end of 
World War II, when fresh winds of free- 
dom were then blowing very strongly 
around the world. There was a strong 
hope for a new, better, and more peace- 
ful world, for equality between nations, 
and for freedom for all nations. 

No wonder the writers known as 
Generation 45 were no longer thinking 
about the cultural conflicts between 
East and West. They occupied them- 
selves with the universality of human 
values and human rights. 

But soon the Indonesian writers 
were polarised into two main camps, the 
non-communists and the communists. 
The ascendancy to power achieved by 
the PKI (Communist Party of In- 
donesia) by supporting and collaborat- 





Renda and Toer: mixing art and politics. 


ing with the regime of then president 
Sukarno, had elevated the position of 
the LEKRA (Lembaga Kebudayaan 
Rakyat or the People’s Institute for Cul- 
ture) to a powerful position. A great 
number of Generation 45 joined the 
LEKRA, including Pramudya Ananta 
Toer. 

They launched a relentless campaign 
against the non-communist writers, who 
retaliated by proclaiming their own 


Manifes Kebudayaan, or cultural mani- | 


festo. The essayist Wiratmo Sukito, the 
poet Gunawan Muhamad (now editor 
of Tempo magazine in Jakarta), H. B. 
Yasin (Indonesia's foremost literary cri- 
tic), and many other writers, intellectu- 
als and artists signed the manifesto, 
which was a real explosion of intellec- 
tual conscience, fighting against the 
suppression of human rights and free- 
dom by both the Sukarno regime and 
the terror of the PKI and its ally, 
LEKRA. 

The communists’ reaction was swift 
and terrible. They succeeded in per- 


| Taufiklsmail, 








suading Sukarno to demand an apology 
from the leaders of the manifesto. 
Under heavy pressure, the leaders ten- 
dered their apologies to Sukarno. 
LEKRA then launched a sustained ter- 
ror campaign against the group. Their 
books were prohibited. The painters 
found it very hard to participate in 
exhibitions. The communists were not 
averse to physical terror. During one 
exhibition of paintings, communist 
youth threw stones at the exhibiton hall. 


hen Indonesian students backed 

by the army launched their demon- 
strations against both the Sukarno re- 
gime and the communists after the ill- 
fated 1965 communist Gestapu coup, 
younger writers who are now called 
Generation 66 came to the forefront. 
This includes such writers as 
Gunawan Muhamad, 
Sutardji Calzoum Bachri, Yudhistira 
Massardi, and many others. 

Rendra, perhaps the most visible of 
these younger, Generation 45 poets, is 
much beloved for his social protest 
poems. He was even barred by the In- 
donesian Government from performing 
on stage and doing poetry readings. 
One of his famous poems is titled Unite! 
Prostitutes of Jakarta! 

The Pudjangga Baru Generation 
was preoccupied with debating more 
abstract concepts such as Western and 
Eastern culture and values, and Gener- 
ation 45 was inspired and attracted to 
the universality of human values, 
human rights, freedom and dignity. 
Generation 66 writes more directly and 
concretely on the human and social con- 
ditions. As Arief Budiman, a student 
leader in 1965, puts it, today’s Indone- 
sian literature should be contextual. It 
should spring from and be part of the so- 
cial context. Many of the 1966 writers 
write about poverty and injustice. 

Although the condition of creative 
writing today is far from ideal, Indone- 
sian writers will continue to write more 
significant literature about their people 
and their society, Indonesia is a country 
in transition. Ever since the arrival of 
the Europeans in Southeast Asia in the 
16th century, Indonesians have gone 
through many traumatic experiences: 
the colonial wars, colonisation, rebel- 
lions against the colonial power, the 
movement for national emancipation, 
the Japanese occupation, resistance by 
various groups of the Japanese occupa- 
tion, the war for independence, rebel- 
lions after independence, the traumatic 
abortive communist coup in 1965 and its 
aftermath. 

Indonesian writers have barely 
begun to write about the hundreds of 
years of their history, including contem- 
porary history. A rich source for writing 
is waiting to be discovered — colourful, 
tremendously exciting, harrowing, ter- 
rifying, but also so fascinating and full of 
meaning and significance for the pre- 
sent and future generations п 
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Tokyo Stock Exchange floor; currency traders: heading for the world's top slot. 





Whe financial world is delicately poised between the era | 
of US dominance and the age of Japan. Although the 
tide has turned and money is fast flowing in the opposite 
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Soaring volume outstrips the market's expertise 


More action than acumen 


By Nigel Holloway in Tokyo 


nally receding for the US? 


History already seems to have passed judgment. The Wall 
Street crash of October 1987 had little effect on the real econ- 
omy, but it marked the end of a chapter in world finance. 
Japan has emerged as the No. | capital market. Thatdoesnot | 
mean it leads the way in technical sophis- 
tication, far from it. As the articles in this 
FOCUS show, there is a lot wrong with 
Japan's financial markets. Some are too 
narrow, others are strapped up in red 
tape. The Japanese even lack the trading 

| mentality, of taking risks by betting big 


| 
| 
direction, one cannot quite believe one's eyes. Is the tide fi- 
| 


sums on their own account. 


Ш Yet in terms of the sheer volume of 
money sloshing about in them, there are 
none to equal Tokyo's capital markets — 
or soon will be. Just look at the way 
stock-index futures trading took oft. 
Soon after its inception on 3 September 
this year, turnover in both Tokyo and 

і Osaka had exceeded ¥1 trillion (US$8 
billion), which was greater than the 


E. 


Policy 
Futures 
Options 
Stockmarket 


Systems 
DONGE c UL 
Offshore funding — — — 
Currency 

Foreign exchange 
Commodities 
Issues 


value of transactions on the cash market 
bigger than in any other stock exchange 
be done when the Japanese put their money 
mouth is. 
For those who enjoy looking at big numbers 
a moment a few produced by Koichi Kimura, a bi 
at Daiwa Securities Research 
hasn't been born who did not talk his own book 
ura’s forecasts deserve mention, if only for their 
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By 2001. he reckons the 
trade in shares in Tokyo will ! 
rillion. Bond turnover will 


quadrillion and trading in futures 
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COPELNICU. 


The Logic of Investing in 
THE THEORY 


In this day and age you would be considered absurd if 
you adhered to the Ptolemaic theory, declaring that 
the sun revolved around the planets. The 15th Century 
Astronomer, Copernicus, changed our way of thinking 
about the revolution of the universe, stating that it is 
the planets which revolve around the sun. 
The investment world closely conforms with the 
Copernican view of the universe. Like the sun, the 
stock market existed first, and like the planets, the 
investors are at it’s will. 
Some investors critical of the Tokyo market, cling t^ 
their own founded theories about how investmen 
should be evaluated, adamantly following the ancient 
Ptolemaic theory. They point to sky high PE-ratios 
and claim that Tokyo is much too expensive and that 
the market is unstable.......instead of deepening 
their knowledge and enlightening themselves to the 
“Copernican point of view". It is important to ex- 
amine the facts. 

THE PROOF 
Tokyo's swift recovery from Black Monday outper- 
formed New York and the E uropean markets. Analysis 
shows that Tokyo's quick rebound was a factor of 
market determinants which have always existed, 
strong corporate earnings performance, low and stable 
interest rates and ample liquidity. Both the Nikkei 
225 and the New York Dow Jones industrial average 
have always corresponded to their countries’ eco- 
nomic and financial market conditions. Further 
analysis of the Nikkei stock average shows the 
market determinants are industrial performance, 


Analysis of Market Determinants and Their Contributions 
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rPTOLEMY? 


he Tokyo Stock Market 


which is tied to corporate earnings, and the two 
monetary factors of long term interest rates and real 
money supply. The Nikkei stock average is in an 
upward trend that is expected to continue with steady 
growth in industrial production, real money supply 
and a downtrend in long-term interest rates. 


THE CONCLUSION 

Critics of the Tokyo market often fail to take into 
account monetary factors which constitute an im- 
portant part of the total fundamentals. In the graph, 
we can clearly see the stock markets great sensitivity 

changes in monetary factors. Since bottoming out at 
_ 5,849 in October 1982, the Nikkei stock index has 
risen roughly 21,000 points. Over this period indus- 
trial production expanded about 3095 while real 
money supply doubled, causing long-term interest 
rates to fall approximately 3796 from 8.395 to 5.2%. 
According to the regression analysis model, the growth 
in industrial production during this period contribut- 
ed Y3,000 to the Y21,000 rise in the Nikkei stock 
index, while a decline in long-term interest rates was 
responsible for Y8,000 and the growth in real money 
supply added a considerable Y 10,000. 
Both the Japanese and U.S. economies are expected to 
decelerate for the time being. The yen will remain 
under strong upward pressure, giving long and short- 
term interest rates room to fall. When forecasting the 
Tokyo Capital Market, it is important to realize that 
PE-ratios are not the only consideration, but the 3 
market determinants of industrial production, real 

oney supply and long-term interest rates, are also 

9... market criteria. 
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THE NOMURA SECURITIES CO., LTD. 
Tokyo Head Office Tel: (03) 211-1811, 211-3811 


Kuala Lumpur, Beijing, Shanghai, Seoul, Sydney, Melbourne 





E As one of the world's leading wholesale banks, LTCB 
offers a comprehensive array of financing and merchant 
banking services in every major financial market. 


Bil In the Tokyo market, LTCB acted as lead commissioned 
bank for four out of the nine Samurai and Daimyo bond 
issues made in the first half 1988. Worth ¥105 billion, 
the issues rank LTCB first among Japanese institutions. 


B LTCB has established a major presence in the Euro- 
market. Through our affiliated securities houses we offer 
unparalleled access to a major global source of funding. 


Ш LTCB is an innovative financial architect in all markets. 
We are internationally recognized as a leader in currency 
and interest-rate swaps, as well as futures and options. 


E An in-depth understanding of global economies and 
financing practices supported LTCB’s rise to become a 
leading provider of multinational M&A and joint-venture 
services. 


Ш As a leading aviation bank, LTCB is serving aerospace 
manufacturers and airlines worldwide through a variety of 
aircraft financing facilities. 


l Expertise in long-term project financing made MEO a 
natural choice to lead manage the historic Eurotunnel! link- 
ing the UK and France, and the Second Harbor Crossing 
Tunnel in Hong Kong. 
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is no consensus within Daiwa about Kimura's forecasts. 

This has not prevented them from being published in 
Daiwa's 1987 annual report. “Ah yes,” they say, “but that is 
the English-language edition, which is mainly used for mar- 
keting." The forecasts do not appear in the Japanese ver- 
sion, which one supposes is meant merely to provide infor- 
mation. 

The estimates may look big, but they are not unreason- 
able because they imply an average annual growth in turn- 
over of 3096, which is less than the rate of increase in Ja- 

an's stock and bond markets in 1980-87. 

onthly trading in Japanese Government 
bonds is already in the quadrillions, ex- 
ceeding that figure in April 1987, having 
overtaken the US Government bond mar- 
ket three months earlier. 

The most important assumptions are 
that the yen will remain strong, rising to 
3 70-80:US$1 by the turn of the century, 
and that interest rates will stay low, as 
they did in the golden age of US finan- 
cial supremacy in the 1950s and 1960s. 

In Japan's case, the rise 
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CAPITALISATION 
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Nikko and Yamaichi) will by then have grown so large that 
they will have been broken up into separate stock, bond, 
banking and research companies. Article 65 of the Securities 
and Exchange Law will be abolished, but the Japanese banks 
will be able to engage in securities business only through 
separately quoted subsidiaries. Tax rates on financial trans- 


| actions will be lower than they are now, but they will 


nevertheless account for more than half of the government's 
revewtaaiestysanviee budget by the turn of the century. 

Of course, the most crucial and most 
unpredictable variable is the exchange 
rate. If the US dollar continues to 
weaken, the yen will become the key 
currency in Asia sometime in the 1990s, 
according to this thesis, and in the world 
maybe a decade later. 

Not everybody is overjoyed by this pro- 
spect. Japan's Economic Planning Agency 
(EPA) noted in a report last April that 
bond transactions were the 


stock and 





to prominence has come 
since the Plaza accord of 

ptember 1985. Elements 
were present earlier, such 
as the growth of the gov- 
ernment-bond market and 
the demographic push to- 
wards institutionalisation. 
But it was the rise in the 
yen that opened the flood- 
ates of Japanese money 
in search of new markets 
at home and abroad. De- 
regulation fed the growth 
of Japan's money and cap- 
ital markets and their ex- 
ansion, in turn, made 
iberalisation an almost ir- 
resistible force. 


s the share pundits 
Me past perfor- 
i mance is no guaran- 
tee of future returns, but it 
is difficult to escape the 
*-5ad conclusions that the 
ancial  behemoth in 
Tokyo will hold sway for the 
next generation TE 
until the number of Japan- 











ese over 65 reaches 2076 of 
the population, says Kimura) and that 
its supremacy will differ from ear- 
lier eras, simply because the world fi- 
nancial markets are now so much bigger 
and more integrated than they were 
before. 

If the prediction holds true, what will 
Tokyo's financial markets look like in 
2001? By then, all major instruments and 
transactions between them will be com- 
pletely deregulated, with a smooth yield 
curve extending from overnight money to 
the longest of long-term bonds. There will be at least 1,000 
foreign firms listed on the TSE with second-line non-Japan- 
ese stocks traded actively on the Osaka Securities Exchange. 
Japan will have a primary-dealer system similar to that in the 
US to replace its awkward underwriting syndicate. The tiny 
short-term treasury market will be as big as that for 
maturities of one year and over. 

The big four Japanese stockbrokers (Nomura, Daiwa, 
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ANNUAL STOCKMARKET 
TURNOVER 





Sources: Darwe Sacunten Research Institut 


= equivalent of 28% of GNP 

in 1975 and 14 times GNP 
in 1987. The volume on 
Tokyo's foreign exchange 
market (including swaps 
and options) was double 
national output in 1980 
and nearly eight times 
GNP in 1986. "Such an 
abnormal situation hurts 
management morals," said 
an EPA official. 

At root lies the fear 
that finance will usurp 
manufacturing industry's 
traditional role аѕ the 
standard-bearer of the Ja- 
panese economy, rather 
like the coup d'état com- 
mitted by the City of Lon- 
don at the end of the 19th 
century. Even money men 
say they do not want to go 
the way of Britain, in 
which high finance lures 
away the best and the 
brightest from industrial 
management and research, 
which would sap the abi- 
lity of Japan to com- 
pete against the up-and- 
coming economies of Asia. 

At the moment, the evidence to support 
this view is virtually non-existent. Japanese 
factories have never been fitter even 
though financial services are booming. The 
money games played by big Japanese non- 
financial firms, called zaiteku, seem to be 
counter-cyclical rather than structural. 
They are indulged in most actively when 
operating profits are being squeezed. In 
other words, Japan's post-industrial so- 
ciety may mean more emphasis on ser- 
vices, but the consensus is that manufactur- 
ing is likely to remain the core of the economy throughout the 
country's golden age. 

These visions may seem excessively rosy, but the overrid- 
ing point is probably this: the sheer increase in the quantity of 
financial transactions will improve their quality. Tokyo may 
be less sophisticated than New York and London today, but 
it is rapidly catching up. Can anything stop it from taking its 
place as the world's No. 1 financial centre? п 
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JAPAN FINANCE & INVESTMENT 
POLICY 


Central bank 
eases grip on 
money markets 


By Richard Hanson in Tokyo 


rom July to September this year, officials at the Bank 
2 of Japan (BoJ) witnessed what in the worst case might 

have become the short-term interbank money market 
equivalent of a meltdown — at least as far as monetary au- 
thorities were concerned. 

Lured by better yields than could be had in the domestic 
commercial bill discount market, big institutional lenders were 
prune funds into higher-yielding offshore Euroyen accounts. 

or months, BoJ, fearful that the market would interpret a rise 
in bill rates as a change in its easy money stance, had kept the 
bill rate well below open market rates. 











fact chosen to implement the new era because credit condi- 
tions are usually loose. 

What caught the market by surprise, however, was BoJ's 
announcement of a dramatic shift in the role it now intended 
to play in the short-term markets. The BoJ said that from 1 
November, the market was to decide its own interest rates 
based on market forces. It will no longer control interest 
rates through the tight group of six money market tanshi 
brokers, which act on behalf of BoJ. Bill discount rates had 
been decided before the opening of the market each morn- 
ing, and changed during the day only if something extraordi- 
nary occurred. 

From now on, officially, when Во] does try to influence 
rates in the open market, it will intervene only in instruments 
with maturities of less than one month. Moreover, the central 
bank is studying ways of conducting open market operations in 
the one-year-old, fast growing yen commercial paper market. 

The results were stunning. The gap between open market 
and bill discount rates narrowed quickly, nearly wiping out 
the variance between different markets on maturities longer 
than a week. The bill market expanded to over ¥8 trillion by 
mid-November. 

BoJ has also forced market players to change their men- 
tality. The tanshi money brokers had been іп the habit of 
looking after lender interests. Now they act as brokers. 

"We went from cooperating with other tanshi to compe 
ing with them," says one broker. Аз a 





Officials reckoned that any attempt 
to nudge the rate higher might under- 
mine efforts to hold the foreign ex- 
change market steady. So BoJ watched 
as the gap between open market 
Euroyen rates and the bill discount mar- 
ket widened excessively. 

At one point during the summer the 
gap exceeded 0.9%, having been as 
small as 0.1% in the x d The result? 
Funds in the bill market — where BoJ 
conducts most of its interest rate-in- 
fluencing money market operations — 
shrank precipitously to almost half their 
normal size as money fled elsewhere. 

At its worst, in September, the ba- 
lance fell to only ¥4.9 trillion (US$39.2 
billion) compared with a high for the 
year of ¥9.7 trillion in May. Banks de- 
clared the bill market dead, or at least 
comatose. The alarm was on at BoJ. 

"Short-term money market operations became more dif- 
ficult," admits one official. If that sounds like an understate- 
ment of the dilemma faced by Во], the actions taken in the 
following few weeks were nothing less than spectacular, at 
least as far as the history of Japan’s short-term money markets 
is concerned. By the end сочена. BoJ had announced 
sweeping changes in the way short-term markets operate. 

e structural changes included: 
> Introducing maturities in the bill discount market of less 
than one month (one to three weeks) in addition to one to 
six-month maturities. 
» At the same time, the uncollateralised (mutan) call loan 
market was given a central role in the new order. Maturities 
which had been limited to one to three weeks were stretched 
to include one to six months. Japanese banks were encour- 
aged to use the market, which had been the near-exclusive 
preserve of foreign bank branches in Japan. 
> Maturities on collateralised (ушап) call loans were limit- 
ed to less than one week (having been up to three weeks be- 
fore). 

For Japan, the speed with which these decisions were 
taken left banks slightly out of breath. Among other things, 
freeing up of short-term money markets upped the internal 
funding costs for Japanese commercial banks. BoJ pumped a 
large volume of funds into the market to smooth the gap be- 
tween the old regime and the new system. November was in 











market, short-term money trades 
quickly came to resemble the free- 
wheeling foreign exchange market. 
Changes among the participants were 
also quick. 

Big suppliers of funds to the market, 
such as the investment trust fund man- 
agement companies, have shifted funds 
from yen commercial paper and negoti- 
able certificates of deposit to the uncol- 
lateralised call market. As one foreign 
banker commented: "Trading without 
the daily guidance of BoJ created some 
confusion at first — rates actually fluc- 
tuated during the trading day." 

Foreign banks, which worried about 
Japanese banks entering the uncol- 
lateralised call market, grumble that 
under the old system they had good 
rates but poor availability. Now they say 
they have bad rates and lots of funds. In 
paving the way for the 1 November reform, BoJ had in fact 
sparked a wave of concern among the foreign banks. 

From | September, Во] unexpectedly guided Japanese 
city banks to start providing funds to the uncollateralised call 
market. If the Japanese banks were to take funds from the 
market, foreign banks might find themselves at a disadvan- 
tage. A two-tier rate could still develop, though BoJ is taking 
a careful approach. 

For the time being, BoJ restricts Japanese banks in the un- 
collateralised call market to 10% of the volume they take 
from the collateralised call market. Japanese banks figure 
that the restrictions will be removed bit by bit, making the 
market more active. 

As expected, some Japan offshore market Euroyen trades 
have shifted to the domestic market, because rates are nearly 
the same. Indeed, BoJ's actions were at least partly triggered 
by the extensive use by Japanese banks of the Japan offshore 
market rather than raising funds in the domestic interbank 
market. 

BoJ is by no means withdrawing from the market. "If a 
central bank doesn't influence the market, then it isn't a cen- 
tral bank," comments a BoJ official. "What we want is to use 
arbitrage — а market mechanism — to influence the market." 
The US Federal Reserve's open market activities, concen- 
trated on rates for less than a week, are viewed as a model. 


Despite the BoJ's intention to operate in the very short 
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Sanyo Securities introduces 
a new era in securities service. 


On a plot of waterfront land 
unusually large for Tokyo, 

Sanyo Securities has created the 
perfect trading center——in fact, 
the largest one in the world. Here 
under one roof, in one interactive 
area, Sanyo concentrates all the 
trading functions necessary to 
stay on top of news and its effect 
on the world's increasingly 
interdependent markets. 

Others have had the same idea, 


but out of necessity other new 
trading rooms have often been no 
more than renovated facilities. 
When we saw our chance "on the 
waterfront," we seized it as the 
best way to meet our customers’ 
growing needs for better 
information and execution flows. 


As trading levels increase, 
Sanyo's trading center will meet 
the new demands. It will also 
enable us to cope with dramatic 
shifts in market sentiment 
well-balanced in terms of retail, 
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institutional, and foreign business. 
Supporting it will be the software 
and systems developed by our 
nine subsidiaries, keeping us 
responsive and flexible in the 
face of constant change. 


Sanyo's new trading room 
underscores our commitment to 
clients and puts us in an unrivalled 
position to meet their demands. 

It signals a new era for Japan's 
securities industry. 
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end of the market, officials concede that there is a possibility 
that they will have to influence the longer term rates. It also 
appears likely that while BoJ's ability to operate in the open 
market has been enhanced, the central bank still lacks a def- 
initive short-term instrument through which it can carry out 
such operations. The US has a highly developed repurchase 
market in short-term Treasury bills. 

“BoJ still doesn't have an ace,” says a senior official at one 
of the leading tanshi money brokers. It has a wider variety of 
short-term markets to operate in than central banks in other 
industrialised countries, but heretofore it has had to rely on 
the crude practice of dictating rates — and wielding a number 
of big sticks to keep banks in line. 

Ideally, BoJ wants the Ministry of Finance (MoF) to 
create an active market in short-term government bonds in 
which open market operations similar to those in the US 
would be possible in carrying out monetary policy. Some 
MoF officials are sympathetic. Short-term bonds would 
у чаш the task of refunding massive amounts of maturing 
debt. 

However, MoF has vet to take the initiative to eliminate 
the barriers (mainly in the form of a withholding tax) in order 
to build a treasury bond market. BoJ's pique with MoF foot- 
dragging led to a refusal by BoJ to use the English name 
"treasury bill" for the short-term bonds issued by MoF, pre- 

rring the less suggestive Japanese version. 
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market was taken in the late 1970s, when a system of posted 
rates was abolished. BoJ still effectively controlled rates as a 
supplier of funds to the market. The next step was creation of 
negotiable certificates of deposit for banks in 1979 (a bond 
repurchase market, gensaki, had existed for securities houses 
since the 1960s). 

Asa sop to foreign banks, BoJ opened an uncollateralised 
call loan market in July 1985. Foreign banks, which do not 
have large inventories of securities qualified as collateral, 
were pleased. Until September this year, BoJ had given for- 
eigners nearly exclusive use of the uncollateralised call mar- 
ket. 

By introducing yen cone paper in November 1987, 
the authorities planted the seeds of another short-term mar- 
ket. Commercial paper issues in Japan grew from ¥2.3 tril- 
lion in January 1988 to ¥7.7 trillion at end-October. 

Its importance after only one year was reflected in BoJ's 
announcement that it was studying ways to conduct open 
market operations with commercial paper. The MoF is work- 
ing on new rules that should expand their use by a far greater 
number of companies than were let in initially. 

Changes in the commercial paper market continue to be 
hindered by the rivalry between banks and securities houses. 
Banks, for example, oppose the idea of BoJ open market op- 





Ministry of Finance: market forces. 


Paradoxically, BoJ’s decision to move quickly in de- 
:ulating the short-term markets partly reflects the pressures 
be more transparent and less heavy-handed. 

MoF, which oversees the central bank, has been highly 
critical of BoJ’s ways — a feeling shared by critics outside 
Japan — but says money markets should allocate funds ac- 
cording to market needs at market rates, not according to fiat 
by the central bank. Even МОЕ officials find BoJ less than 
generous in giving out details of its market operations. “BoJ 
has its own ideas of how the 'secret temple' ought to work," 
says one outside member of the BoJ Policy Board. 


losing its ability to do what a central bank ought to do — 
influence market rates in carrying through its own po- 
licy. A look at how the components of Japan's markets evolv- 
ed helps explain how BoJ got itself into such a predicament. 
The history of Japan's short-term money markets goes 
back more than 80 years to the setting up of a call loan mar- 
ket. After World War II, the call market was the only short- 
term vehicle. Funds lent for up to 30 days were under the 
rigid control of Во]. It wasn't until 1971 that Во] allowed а 
commercial bill discount market to operate — set up on the 
initiative of the banks and tanshi brokers. Until 1978, the bill 
market was made up of two-month bills only. 
Во] says the first step in the liberalisation of the interbank 


Е ut what prompted BoJ to move is that it was indeed 
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2 erations in commercial paper be- 
cause it would give securities 
houses a bigger role. Brokers want 
to be able to issue commercial 
paper, which banks oppose on 
grounds that the instrument is simi- 
lar to bank debentures. The banks' 
argument applies to non-bank en- 
tities such as financing companies, 
credit sales and credit card com- 
panies, which cannot issue com- 
mercial paper. 

The broker-bank dispute is un- 
likely to block the go-ahead for ex- 
panding the scope of qualified is- 
suers, now 205, of which around 55 
do not need back-up borrowing 
lines from banks. Limits on the size 
of individual company commercial 
paper issues may also be lifted. 

The distinct edge that banks 
hold in the market as a result of 
back-up line requirements is unlikely to change, despite com- 
plaints from MoF's Securities Bureau. In general, banks deal 
about 70% of all the yen commerial paper issued. That ratio 
jumps to 80-90% when a back-up line, which only banks can 
provide, is needed. 

The new rules will include letting companies qualify for 
commercial paper issues on the basis of ratings provided by 
local and international rating agencies. Under the old rules, 
only companies qualified to issued unsecured straight bonds 
could use the market. 

МОЕ will not be able to act on easing a stamp duty require- 
ment, which rises according to the size of the issue, until next 
fiscal year at the earliest. That requires approval from the tax 
authorities and new legislation. 

Commercial paper offers a possibly tantalising opportun- 
ity for the central bank. Having declared that money market 
interest rates are to be free from now on, BoJ must still find 
ways of influencing those rates. If commercial paper con- 
tinues to develop into a large secondary market of high qual- 
ity paper, the BoJ may be able to use it for open market oper- 
ations. 

Officials say they do not want to encourage the commer- 
cial paper market simply because they want to see open mar- 
ket operations. But for BoJ it will be a lot like practicing for 
the day when a real short-term market in treasury bills ar- 
rives. 


FPC, JAPAN-K YODO 
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| FUTURES 


Flurry fuelled 
by cheaper 
tradingopportunity 


By Nigel Holloway in Tokyo 
ithin just a few weeks of their inception on 3 
W September, Japan's two stock-index futures 
markets established themselves among the premier 
financial futures markets in the world. They are part of the 
biggest change to Japan's securities markets in recent times, 
providing investors with an opportunity to hedge the risk of 
adverse price and interest-rate movements and giving 
speculatots a completely new field in which to gamble. 

Until October 1985, Japanese institutions were not al- 
lowed to trade in financial futures. Then a market in 10-year 
government bond futures opened on the Tokyo Stock Ex- 
change (TSE) and has become the most active financial fu- 
. tures market in the world. New contracts in Japanese futures 
instruments both inside and outside the country have fol- 
lowed in quick succession. 

Since stock-index futures trading started, the average vol- 
` ume of Topix futures on the TSE was 18,740 contracts a day 
worth € 396 billion (US$3.16 billion). Trading i in the Nikkei 
| index futures on the Osaka Securities Exchange (OSE) was 











higher: 22,363 contracts a day valued at ¥621 billion. These 
figures were bloated somewhat by a large amount of con- 
gratulatory orders on the very first day. On the OSE, turn- 
over averaged 16,694 contracts in the first half of November. 

These figures are impressive by two yardsticks. Turnover 
after such a short time is already almost half the daily value of 
trades on the TSE first section, the world's largest stock- 
market. It is also very respectable by the standards of the 
most popular stock-index futures contract, the Chicago Mer- 
cantile Exchange's (CME) Standard & Poors 500, which 
turns over about 37,000 contracts a day — six years after its 
inception. 

One reason why Japan has a head start in these instru- 
ments is that they are no longer as unfamiliar as they were 
when the CME pioneered financial futures all those years 
ago. Many of the Japanese institutions now most active in 
Topix and Nikkei futures were able to hit the ground running 
because they had been sending some of their bright people to 
Chicago to learn the ropes. Since early 1987, four Japanese 
firms have become clearing members of the CME or the 
Chicago Board of Trade (CBT). 

There are other reasons for Japan's rapid start-up besides 
the fact of not beginning at the bottom of the learning curve. 
One is the size of the underlying cash stockmarket and 
another is the financial muscle the institutions can bring to 
bear when their fiercest competitors are fighting for a pie 
of the action. But the most important reason is that a stoca- 
index futures transaction in Japan costs one-twentieth of 
what it does to trade a portfolio of stocks, after taking into ac- 
count the round-trip commission, the bid-asked spread, 
taxes and the opportunity cost of putting up a margin. 

A stock-index futures contract is an agreement to buy or 
sell a basket of shares at a fixed price at a future date. The 
OSE and the TSE are offering rival contracts, the OSE's 
based on the Nikkei index of 225 leading shares quoted on 
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Nicholas Ronalds, deputy mana; 


“about the . same 


-ing director of the CME's Tokyo office, d 
‘says that other products will be added 
.as demand grows, with a priority for- 

-: stock-index futures. Exchanges around 

the world are being invited to join ^ 
Globex and the CME has asked the 
New York Stock Exchange to list. 


equities on the system. 


While the CME is optimistic about a 
successful launch, Globex still requires 
„е approval of the Commodities Fu- 
tures Trading Commission (CFTC), 
‘which is far from certain. The rival 7 
г CBT's president Thomas Donovan, сї 
` has called the system “an unthinking 
Ig. commitment to supposed innovation" - 
and has. lobbied against its implemen- 
tation. The CME claims that Globex 
will be “а regulators’ dream," because ©: 


it will be able to track futures trades by 
computer 24 hours a day. 
- Even if Globex receives the green 


i light from the CFTC, it still faces the 


scrutiny of other regulatory agencies. 
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the TSE (and OSE) and Tokyo's on the index for all 1.1 
` sues listed on the first section of the TSE. Like other futures 
|. markets, the main uses of stock-index futures are for specula- | 
tion, for hedging (often called portfolio insurance in this mar- | 
г ket) and for different types of arbitrage. | 
| Stock-index futures greatly increase the sort of gambits in- | 
j vestors can make with Japanese shares. When the cash stock- | 
© market and the futures market move far enough out of line, | 
| there is an opportunity to make a profit by selling whichever | 
| is too dear and buying the cheaper of the two. There are | 
other types of arbitrage called spread trades. One such is to | 
rofit from misalignments between the two indices. Since | 
opix has a lot more shares in it than the Nikkei and the two | 
indices use completely different methods of weighting, there | 
is always a possibility to exploit the divergent movements of 
the two contracts. 





Ih o far, the two markets have mainly been used for specu- 
S o is partly because in futures markets it is as 
| easy to sell as to buy, but in the Japanese share markets 
| itis difficult and cumbersome to borrow shares in order to go 
| “short,” hence the preference for futures. Another reason is 
that, so far, institutions that should be the main hedgers in 
the two markets have taken a very cautious attitude to them. 
In October, à full 90% of the trading in Nikkei futures on the 

SE was so-called "self deals," i.e. between member sec- 

ity firms, an even higher proportion than in September. 
Banks made only 4% of the trades in October and insurance 
companies a miserable 1.4% . Topix has had the same experi- 
ence. 

This led to the suspicion that securities firms were buying 
and selling simultaneously for their own account, a practice 
that is not illegal in Japan but is in the US, where culprits of 
so-called "wash" sales can be fined, because they create the 









































common practice in the Japanese cash stockmarkets and the 
bond cash and futures exchanges, though it is not necessarily 
done merely to drum up outside orders. 

Most analysts believe that this sort of activity in Ток 
and Osaka will become less prevalent as participants 
more about stock futures trading. Many firms are sulla 
stage where they are fascinated by the mathematic 
exercise, spending large amounts of time and mo 
vise the "perfect" model of portfolio management. ! 
ings take time to be accorded their proper place in the mars 
ket. “The Japanese will probably catch up and pass us in d. 
sophistication], but I hope it will take them a couple of y 
at least," says Nicholas Ronalds, deputy managing direc 
of the CME's Tokyo office. 

A surer guide than turnover to the developmen 
index futures, perhaps, is the level.of open interes 
number of buy or sell contracts not covered by an offsctt 
contract in the other direction. The larger the open inter 
the greater the degree of confidence of participants t 
could close their positions quickly if the need arose. 
show that open interest in Nikkei and Topix is about 
ter less than daily turnover, which is not a bad ratio 
in the game. In the Chicago markets, open interest is th: 
four times the level of financial futures! daily turnover, so 
that is probably the level Japan should aim for. 

Dealers expect the market for stock-index futures to ov 
take the volume in the cash market within a couple 
The first Japanese financial futures instrument is ¢ 
ble guide. Trading on the TSE's Japanese Governme 
futures contract exceeded that of the cash governme: 
market in Japan at the beginning of this year. A 21 
ernment bond futures contract opened on the T 


1988 to boost trading of securities at the long end of the ma 
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ket, but so far activity has been tiny compared with that of the 
10-year futures. 

The next step will be to begin trading in cash options on 
Topix and Nikkei some time in the first half of 1989. Options 
on Japanese Government bond futures are planned for 1990, 
though Nomura Securities and Daiwa began offering such 
instruments through their London offices last June. 

Japan's options market is likely to grow as large as the fu- 
tures market, once investors become familiar with these de- 
vices. Of more immediate importance is likely to be the es- 
tablishment in the middle of 1989 of a financial futures mar- 
ket for short-term instruments separate from the TSE and 
operated by Japan's Federation of Bankers' Associations. 
The federation plans to introduce contracts for Eurodollar 
and Euroyen three-month interest rates, and another for the 
yen-Exchange, or Toffex for short. It will provide a big boost 
ча Japan's deregulating money and foreign-exchange mar- 

ets. 

The growth of financial futures has further undermined 
the legal wall separating Japanese banks and securities 
houses. Although the banks are not allowed to trade directly 
in stock-index futures, they have been locked in combat with 
the securities houses in the bond futures market. In Sep- 
tember 1987, banks became the largest category of investor 
in bond futures and by September, they accounted for 64% 
of all trades in the market. By contrast, stockbrokers will be 
able to participate in Toffex, but are barred from the cash 
currency options market (as they are from the foreign ex- 
changes). 

The bankers' federation lobbied hard to integrate the 
stock-index futures market into Toffex and are still arguing 
that all financial futures should be placed under one roof — 
theirs. The Finance Ministry intends to review the progress 
of all financial futures within two years, but the two bureaux 
in the ministry responsible for the markets — banking and 
securities — are unlikely to want to give up any of their terri- 
tory. 

The authorities reckoned rightly that it was more impor- 
tant to integrate vertically the same cash and futures instru- 
ments under one supervisor rather than to bring all futures 


OPTIONS 


Hedging bets 
on overseas 
contracts 


By Stella Danker in Tokyo 
hile a futures contract is an agreement to buy or 
W sell a commodity at a fixed date in the future, an 
option is a right but not the obligation to do so, at 
what is called the strike or exercise price. In Japan, a group of 
companies has been allowed by the Ministry of Finance 
(MoF) to use overseas options markets since May 1987 while 
Tokyo prepares to start its own full options market next year. 
The companies have hardly got their toes wet with these ex- 
change-traded options, yet a market in over-the-counter 
(OTC) currency options is booming — and it is not even offi- 
cially recognised as a market by the MoF. 

Listed options, as oppas to OTC options, are options 
traded on exchanges with standard contract values and mar- 
gins. The options contracts are traded at fixed strike prices. 
OTC options are tailor-made by banks and there are no mar- 
gins. When the doors of the world’s futures and options mar- 





markets together horizontally. Many blamed Wall Street's 
October 1987 crunch on the fact that the cash stocks and fu- 
tures stocks were administered in separate physical markets 
and by different authorities. 

These distinctions may anyway become increasingly ir- 
relevant as the links between financial futures markets across 
the globe become shorter and tighter. Internationalisation 
has moved further in this financial area than in any other. 
Nikkei futures were first traded in Singapore more than two 
years ago and Japanese Government bond futures in London 
since July 1987. Topix futures will be listed next year on the 
CBT and eventually in London. The CME, still the biggest fi- 
nancial futures market overall, will offer Nikkei futures from 
the second half of 1989. The TSE is planning to offer US 
Treasury bond futures next year, too. 

As if that were not enough, the CME is also preparing for 
the launch of its 24-hour screen-based trading system called 
Globex, which will enable institutions in Tokyo to trade 
Eurodollar interest rates and five currency futures contracts 
when both Chicago and Tokyo markets are closed. If Globex 
goes ahead it could present a challenge to the exising con- 
tracts offered in Japan. It seems that the sky is the limit for 
these new markets. Financial futures have hardly reached 
adolescence, let alone middle age. 
































































Money dealer: futures trading. 





kets were first opened to the Japanese last year, the options 
which the 332 firms (banks, securities houses, life and non- 
life insurance companies and investment trusts) were permit- 
ted to deal were options on futures like those traded on the 
Chicago Mercantile Exchange and the Chicago Board of 
Trade. Last March, the range was extended to cash options, 
such as those traded on the Chicago Board Options Ex- 
change and the Philadelphia Stock Exchange. 

The MoF was slower to allow cash options because of the 
separation of powers between banks and securities houses in 
Article 65 of the Securities and Exchange Law — securities 
houses cannot deal in currencies and banks cannot under- 
write securities. Cash options are closer to the cash market 
than options on futures. When an option on a futures con- 
tract expires, it is the futures contract which is delivered. But 
when a cash option expires, the cash instrument is delivered. 
The compromise reached to open up cash options markets 
was to forbid securities houses from using currency options, 
which are the preserve of banks. Only securities houses can 
deal in stocks and stock-index options. But both can trade 





bonds and interest rate options. 
So far, the Japanese response to listed options has been 
lukewarm. In September, the Japanese traded 758,000 finan- 
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cial futures contracts worth nearly USS414 billion on over- 
seas financial futures markets. In the same month, they re- 
corded 64,000 contracts on options on futures valued at al- 
most US$28 billion, and 12,500 cash options contracts worth 
US$634 million. An official from the MoF's International Fi- 
nance Bureau estimates that only the top 10% of the 330 
companies which have used the overseas futures markets 
have enough expertise to trade options. The Japanese, long 
adept with forward contracts, find futures easier to under- 
stand than listed options with their straddles, strangles, range 
forwards and deltas. 

Another reason for the half-hearted use of listed options 
is that so-called “hedged accounting" is not allowed as it is in 
the US. In Japan, cash securities are evaluated at either ac- 
quisition or market price, whichever is the lower. These sec- 
urities may have been hedged for example by a put (sell) op- 
tion. If the market goes down, the unrealised losses on the 
securities are recorded but the unrealised gains from the put 
option do not go into the same calculation. Traders feel that 
the use of listed options would easily double if hedged ac- 
counting were allowed — a matter the MoF is considering. 
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Another problem is that banks and securities houses are 
not yet allowed to act as brokers in overseas options and fu- 
tures markets for non-financial companies. This is due to 
change next year and coincides with Tokyo and Osaka intro- 
ducing options on stock-index futures, Japanese Government 
bonds futures and currency and interest rate futures in 1989- 
90. The Japanese are expecting the customary competition 
that takes hold in any new financial market to push the pre- 
miums on home-grown options lower than on overseas mar- 
kets. This premium, which has to be paid up front, is an ob- 
stacle to options being used more often throughout the world. 
Japan is no different, if not even more resistant to paying a 
premium. 

In theory, an option is an excellent way to hedge one's 
bets. A company which has made a forward contract to buy 
US dollars some time in the future has locked into a rate. If 
dollars fall below this rate, the company would be paying 
more for the dollars than it would have had to. With an op- 
tion, the company can choose not to exercise the option of 
buying dollars at the higher strike price, but buying at the 
lower spot price. There are two types of option: calls and puts 
(i.e. a buy and a sell). The buyer of an option stands to lose at 
most only the purchase price of the option. The seller of an 
option does not face a limited risk, though, since the price of 
the option may rise by an amount greater than the original 
selling price of the option. The premium is the cost any ii 
vestor pays for this kind of protection. And the more volati 
the market, the more expensive the premium. Yet is is when 
markets are particularly uncertain that options are needed. 


listed options, but the same factors have nurtured the 

growth of OTC currency M id Foreign banks like 
Citicorp, Morgan Guaranty and First Chicago were the first 
to write options in Tokyo two to three years ago. It has been 
only in the last year or so that the Japanese banks have de- 
veloped the skill to write options, pushing up the monthly 
volume of OTC currency options 10 times what it was before 
to USS8 billion. The market is still growing — it is estimated 
that nearly all city and regional banks have an options desk. 
The top city and trust banks are leading the way in the OTC 
currency options market. Because the market is not officially 
recognised by the MoF, the contracts are disguised as foreign 
exchange contracts. The MoF has tolerated the fact that 
banks are selling options, but it has issued a "guideline" that 
banks are not to buy options. But it is precisely because the 
banks are buying options that the market is so popular. 

The reason why they have caught on is: a company will sell 
a call option to a bank and receive a premium which it uses to 
offset the cost of buying a put option. This is called a zer 
cost option as the company ends up not paying anything, ai... 
the Japanese hate paying a premium. The problem with buy- 
ing a put option and selling a call, is that the company has 
actually done a forward contract (called a synthetic floater) 
and locked itself into a rate. The beauty of a option contract 
is that it offers more flexibility than a forward contract. When 
the dollar started to rise last July, the Japanese had forfeited 
this flexibility by doing zero-cost options. Companies which 
have bought such zero-cost options had to sell dollars at the 
lower strike price than they could have on the spot market, 
and missed out on making larger gains. But the synthetic for- 
ward still offers more attractive exchange rates than the usual 
forward contract where dollars are bought or sold at a dis- 
count. 

At the moment almost all OTC options are in US dollar/ 
yen because option buyers are mainly importers and export- 
ers, who use the market as a hedge. Asset managers are not 
yet trading in the market, but they are slowly learning. When 
Tokyo's options market is set up next year, these managers 
will become more familiar with options. Many are already 
developing systems to use options to hedge their investment. 
Dealers say that when the m pension funds and fund trusts 
start to use options to hedge their portfolios, volume will soar 
on both the OTC and listed options market in Tokyo. п 


A these factors have deterred the Japanese from using 
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STOCKMARKET 


Slowly but surely 


the bad 


old habits die 


By Nigel Holloway in Tokyo 
he Tokyo Stock Exchange (TSE), 
I the world’s largest, both in terms 
of market capitalisation and 
turnover, has seemed impenetrably 
difficult to understand for foreigners 
for far too long. Itis a bit like a private 
entlemen’s club that has grown too 
ig to carry on in the old ways, yet re- 
mains cosy enough to avoid root-and- 
branch reform. There it stands in the 
Tokyo district of Kabutocho, a mas- 
ve piece of freshly cut, grey granite, 
„wering over the ageing offices that 
huddle around it. 

The view that the TSE is not suffi- 
ciently internationalised to lead the 
world's stockmarkets, however, is 
starting to look a bit out of date. 
Tokyo's bourse is beginning to behave 
somewhat like its counterparts in New 
York and London. Not enough to 
satisfy its many critics, perhaps, but it 
is moving in the right direction. There 
is a little more transparency in its deal- 
ings. Information is flowing slightly 
more freely. Old habits die hard but 
are, even so, beginning to die. 

Foreign perceptions of the market 
are changing as well. One hears less 
these days about Tokyo stocks' un- 
realistically high price-earnings ratios 
(p/e) and more about how Japan's 
highly conservative depreciation E 
visions understate profits and inflate 
those ratios. 

There are two main ways in which 
ше TSE is altering. The first is that the 
Tokyo share market is now so large, it 
cannot help but become more out- 
ward-oriented. The second is that all 
the public attention, both from within 
Japan and from without, on market 
manipulation in the TSE (and in New 
York, in London, in Hongkong) is 
having a salutary effect. Again, not in- 
stantaneous, but there all the same. 

Take the first point. Stockmarkets 
around the world are becoming in- 
creasingly integrated, a process that 
has accelerated since the share scare 
on Black Monday. The governments 
of Japan, the US and Britain have ag- 
reed to exchange information on 
cross-border share fraud. And the in- 
troduction of stock-index futures in 
Japan has prompted the TSE and the 
Osaka Securities Exchange to step up 
surveillance with other financial fu- 
tures authorities to prevent market 
manipulation. 
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In the event of a market “break” such as occurred in Oc- 
tober last year, exchange officials now know who to contact 
to swap information and what can be reasonably expected of 
them if they do get in touch. They are talking to each other 


more often about routine matters, too. Some 110 foreign 
firms are listed in Tokyo, compared with less than half that 
number two years ago, so there is a lot more to discuss than 


before. 
Japan's big 


four stockbrokers — Nomura, Daiwa, Nikko 


and Yamaichi — are responsible for 45% of share trading on 
the TSE. Big as they are, can they manipulate a market which 
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occasionally turns over ¥2 trillion- 
worth (US$16 billion) of stocks a day? 
Perhaps in certain stocks over short 
periods, but not indefinitely for the 
market as a whole, one supposes. 
Some 70% of the time brokers are, 
after all, carrying out orders for clients 
who cannot all have like minds on how 
to invest. 

The big four have become more de- 
pendent on foreign markets and are 
therefore growing more sensitive to in- 
ternational opinion. Without greater 
access to the TSE for foreign firms, the 
Japanese securities houses would have 
found themselves shut out of overseas 
markets. There are now 22 foreign 
members of the TSE out of a total of 
114, accounting for 4% of stock turn- 
over. There were no foreign brokers 
there at all three years ago. 

One of the reasons why Tokyo 
share prices did not fall as far as those 
in New York was because of the ab- 
sence of properly constituted stock- 
index futures markets in Japan. It has 
two of them now, опе in the TSE, the 
other in Osaka, both of which are big 
enough to move the cash market when 
the mood takes them (it happened at 
least once in the first month of trading 
alone). 

Stock-index futures introduce an 
entirely new element of uncertainty 
into the Japanese equation, forcing 
the TSE to think up new mechanisms 
to ensure that the likelihood of more 
volatility does not lead to the sort of 
crash that occurred in New York in 
October last year. Mitsuo Sato, the 
TSE's senior managing director, says 
"circuit breakers" — in which trading 
would be temporarily halted in the 
event of a big change in futures or cash 
stock prices — would go into effect 
simultaneously on both markets. 

He believes the exchange might 
have to make all the most important 
information available to the public in 
the event of a crisis. This data may in- 
clude the net positions of programme 
traders in an attempt to reassure in- 
vestors that the end of the world has 
not arrived. 

Japan's regulators are, therefore 
responding to the growth and volatility 
in бийик кака ы, similar ways to 
their counterparts overseas. What 
about market manipulation? Prompt- 
ed by the powers that be, financial in- 
stitutions are reforming their business 
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malls” in an tempt 16 prevent 


privileged information flowing from | 
the corporate finance and underwriting | 
departments to the trading sec- | 
tions. 

The bigger changes have occurred іп | 
the regulations concerning insider trad- | 
ing. The old section 58 of the Securities 
and Exchange Law had defined such ac- 
tivities as the "unfair" use of confiden- 
tial, market-sensitive corporate infor- 
mation. In May of this year, the Diet 
passed amendments which completely 
revised the law, defining as precisely as 
possible what is meant by "inside infor- 
mation" and determining exactly who 
would be liable to prosecution if they 
profited unfairly from it. The criminal 
provisions will not take effect until 
April 1989, but stronger surveillance powers have | 
been adopted by both the Finance Ministry and the 
Т$Е. 

Other procedures are being considered to improve the 
flow of information and some will be introduced soon. The 
ministry is discussing the idea of stipulating that anybody 











Sato; Tokyo dealers: inside information. 


who buys or sells more than 576 of a company's shares must 
report their position to the stock exchange. The TSE is con- 
sidering the introduction of a system similar to EDGAR 
(electronic data gathering and retrieval system) which 

being developed bv the Securities and Exchange Commis- 
sion (SEC) of the US and accountants Arthur Andersen. This 














Room for improvement 


okyo Stock Exchange (TSE) senior 

managing director Mitsuo Sato is 
the only one of the bourse's seven top 
executives who speaks English, a fact 
which puts him in great demand 
whenever any foreigner needs a contact 
man in official Kabutocho. He is also 
one of two former Ministry of Finance 
(MoF) officials on the board of gover- 
nors, so he can look at the future of the 
exchange from several sides — that of 
the government, the brokers and the 
gaijin. Sato exemplifies the fact that the 
TSE has come a long way in recent 
years and, as he told the REVIEW, he is 
aware that it has a lot further to go be- 
fore everybody is happy with the way 
the exchange works. 


How near did the Japanese stock- 
market come to crashing in early Janu- 
ary 1988 when the MoF relaxed the 
rules restricting investment by life as- 
surers in tokkin funds? 

I admit that stock prices did re- 
bound after the MoF's announcement 
and that the MoF aimed to have a 
favourable effect on the stock price by 
esa that decision. But the decision 
was effectively backed at that time by 
the simultaneous consensus of the 
Group of Seven industrialised coun- 
tries to support the dollar. Without 
that agreement, 1 don't think the 
МОЕ” announcement on tokkin funds 
would have been that effective. 

А basic cause of the financial insta- 
bility of the world is the weakness of 
the US dollar. Even without that ar- 


rangement by the MoF, the market 
would have recovered, simply because 
of the economic fundamentals [in Ja- 
pan]. Itjust would have taken more time. 
Some people would argue that the cost 
of that arrangement was to strengthen 
the public perception that the market is 
controlled. In the future I think the 
МОЕ will be quite hesitant to take such 
measures, except when financial stabil- 
ity is seriously threatened. 


The TSE has firmly established itself as 
the world's No. 1 stockmarket. But 
many say that it does not work in the 
way required of a market in that 
exalted position, because of the closed 
circle in which information here flows. 
What is your view? 

We don't feel ourselves to be exalted. 
There is much room for us to improve 
the market in terms of enhancing its in- 
tegrity, in further internationalising 
ourselves and in increasing the effi- 
ciency of the market's operation. 

We are tightening control of the 
market together with the MoF to pre- 
vent insider trading, both legally and 
practically. This is taris done by 
strengthening Chinese walls, by ensur- 
ing timely disclosure [of market-sensi- 
tive information]. We are warning and 
guiding members not to be involved in 
wrongdoings. If we fail to improve our 
market further, then we cannot sur- 
vive in the midst of the very competi- 
tive stockmarkets around us. 


Do you think that foreigners tend to 





exaggerate when they say the Tokyo 
stockmarket is manipulated? 

When you take the situation 10 
years ago, you are quite right that the 
market was manipulated by the "big 
powers." Since then, the thinking of 
the big firms has changed. They have 
come to feel more responsible for the 
running of the stockmarket. As for the 
recently toughened insider trading 
laws, our feeling in Japan is much 
more collectivist [than in the West]. 
We feel we had better take recourse to 
social sanctions rather than penal pro- 
cedures. We use the law to act as a de- 
terrent. The most efficient way to do 
this is to penalise the worst offender. 
Maybe we'll have a criminal case [of 
insider trading] in the future to act as a 
deterrent. 


Japan is probably the most expensive 
place in the world for an investor to 
trade in equities. Is there any chance 
that the brokerage commission struc- 
ture will be changed? 

The TSE is not the most expensive 
place to trade. For small orders, our 
commission rate is quite a bit lower 
than in New York and London. For 
middle-sized amounts, we are a bit 
higher and for large lots, ours are simi- 
lar. I think it is quite difficult to dere- 
pe commission rates completely. 

e have four very big elephants, a 
small number of dogs and quite a 
number of mice. A drastic disruption 
would not be in the interests of invest- 
ors. While we are maintaining a fixed 
scale of commissions, we are fre- 
quently revising it to protect investors. 

— Nigel Holloway 


Í ccc ڪڪ ص‎ AaccÁxsFs a rtl llt ll ERR 





15 DECFMRER 1999 a FAR FASTFRN ECONOMIC REVIEW 


Tailor-Made Services 
for Worldwide Markets. 
Just One Fuji Advantage. 


No matter where you do business, or what kind of business you do, 
chances are Fuji Bank can offer the services best suited to your 
particular financial requirements. 

In 40 cities overseas, we're developing innovative systems and 
strategies offering services uniquely fitted to each of our markets. 


5 





And all our services are backed by Fuji Bank's strengths as one of T 
Japan's most profitable commercial banks j 
Responding to a changing financial world with innovative thinking 4 








and custom service. 
That's just one of Fuji's many advantages 


sen FUJI BANK 


Tokyo, Japan 


Overseas Network 

Hong Kong, Seoul, Singapore, Jakarta, Manila Bangkok, Kuala Lumpur Beijing 
Shanghai, Dalian, Guangzhou, Shenzhen, Sydney, Melbourne, London, Manchester 
Düsseldorf, Frankfurt, Munich, Zürich, Brussels, Luxembourg, Paris, Milan, Madrid, 
Bahrain, Tehran, New York, Los Angeles, Chicago, Houston, Seattle, San Francisco, 
Atlanta, Miami, Toronto, Mexico City, São Paulo, Colombia, Grand Cayman 





Heller Financial, Inc., Heller Overseas Corporation 


WE'LL TAKE YOU FURTHER, FASTER 
THAN YOU EVER IMAGINED. 








Imagine an aircraft so advanced that it will cut hours 


off normal travel times. An aircraft so revolutionary 


that it will change your idea of time, distance 





and comfort. Introducing SIA's MEGATOP 747. The 


largest, fastest, long-haul aircraft in the world. The 
first of its type to serve Europe, Australia and Asia; 
the first passenger aircraft ever to fly nonstop 
between Singapore and London; the first stretched 
upper deck 747 capable of flying San Francisco to 
Hong Kong nonstop, or Honolulu to Singapore 
nonstop. And yet no matter how many hours our 
MEGATOP may save you, you will still have ample time 
to enjoy a standard of inflight service even other 
airlines talk about, in greater comfort and luxury. 
The MEGATOP 747 takes you further, faster, than 


you ever imagined. Experience it from February 1989. 


SINGAPORE AIRLINES Y 
—-——-——— e 





The word's been out for several years: Japan is where it's at. 

` Home to five of the world's top 10 corporations (1986 sales), 
seven of the top 10 banks (1986 total assets). The largest 
creditor nation on earth. 

But that's just the beginning. Because Japan is reaching out 
like never before to play a more active role in world affairs. In 
development, aid, investments, and other areas. And to keep in 

touch with what's happening on the global scene, you need the 
definitive business paper on the whys and wherefores of what 
^qmakes Japan work. The Japan Economic Journal. 


Yes, | would like to subscribe now. Please enter my subscription for: 


6 months at 1 year at 2 years at 

Japan [179,900 ©) 16,800 £1¥31 B00 
U.S.A. Chus$54.00 OUS$99.00 £1U8$182.00 
Asia, Oceania t308$56.00 US$ 100.00 US$ 193.00 
Canada, 20855800 (US$ 104,00 £7US$201.00 
Central America 
Europe Africa, Mideast 1 £45.00 £j £83.00 (2 £156.00 

: 8, America, 2 US$60.00 US$ 109.00 TO US$210.00 


O Please send a sample copy 


THE JAPAN ECONOMIC JOURNAL 


Nihon Keizai Shimbun, lac. 1-9-5 Otemachi, Chiyoda-ku, Tokyo 100-66, Japan Tel: 103) 270-0251 Telex: 322308 NIKKEI Cable: NIHONKEIZAI TOKYO 
Nihon Keizai Shimbun America, Inc. New York Office: Suite 1802, 1221 Avenue of the Americas, New York, NY 10020 U.S.A: Tel: (212) 512-3600 
Los Angeles Office: 725 South Figueroa Street, Suite 1515, Los Angeles, CA 90017 U.S.A. Tel: (213) 955-1470 
Nihon Keizai Shimbun Europe Ltd. London Office: Bush House, Aldwych, London WC2, U.K. Tel: (01) 379-4994 
Frankfurt Office: Kettenhofweg 22, 6000 Frankfurt/M 1, WEST GERMANY Tel: 069-720214 


Lamp angNEANHERNHEEARNENENENRENTEEEERESERHENRNNARESNURESRENESUEERANERSREEEREEHEREAERENNHARENTUNSEERERMANEERHNSRERRE NERA A my o EY 








The Japan Economic Journal is a sister paper to The Nihon 
Keizai Shimbun, the world's largest business daily (circulation 
2.8 million), plus other Nikkei papers in finance, marketing, 
and industry. And The Japan Economic Journal gives you а 
potent distillation of the very best these papers have to offer, 
With added piercing analysis of the Japanese market and events 
around the globe. 

Treat yourself to Japan's finest business resource. Call us 
right now, or mail in the coupon below, and subscribe to 7he 
Japan Economic Journal. 





FEER-12 


Name 





Address 








SUBSCRIBERS IN ALL COUNTRIES (EXCEPT U.S.A.) Please make payment 
{ру chéck payable to The Japan Economic Journat in U.S. dollars) to: Nikkei 
Media Marketing, Inc. Clo Nihon Keizai Shimbun, Ing. 1-9-5 Otemachi, 
Chiyoda-ku, Tokyo 100-66, Japan Те 03 (256) 2266 Telex 2224161, NMMINC J 
SUBSCRIBERS IN U.S.A.: Please enclose check payable to The Japan 
Economic Journal, 314 West 58 rd Street, New York, NA. 10019 

Order toll-free 1-800-472-8990 (New York residents dial 212-489.0926) 

Amex card holders may use our toll-free ordering number. Operators are 
standing by 24 hours a day. 








would greatly boost the amount of corporate information in- 
stantly available in Japan to investors and regulators. 
Despite these changes, there seems no likelihood of a 
basic reassessment of the self-regulating character of the 
TSE. Last September, Prime Minister Rotors Takeshita 
mentioned the possibility of creating a US-style SEC, but 
then reversed his position a month later. The consensus is 
that it will be left largely up to stockbrokers to police them- 
selves. Granted, their dealing licences could always be taken 
from them if they infringed the rules, but it remains to be 
seen whether tighter surveillance will have the desired effect. 
One of the most interesting cases to emerge since the law 
on insider trading was amended in May was the 18% 
takeover, two months later, of small electrical instrument 
maker Sankyo Seiki by Nippon Steel. After an investigation, 
the TSE said that “a few people” who were directly involved 
in the negotiations between the two firms had traded in the 
shares before the transaction was announced. Sankyo's stock 
de te: by 10% just before the deal was made public. 
ccording to the TSE’s surveillance department, it was 
found that 30-40 employees of the two companies bought 
Sankyo's shares at the time, but the department could not 
confirm whether inside information was used or not, because 
the TSE does not have the power to question investors di- 
rectly. A report on the matter was sent to the Finance Minis- 
y, but nothing further was done about it, presumably be- 
cause the regulations, under which the new insider-trading 
law will operate, will not be fully put into effect until next 
April. It seems that one will have to wait until then to see 
whether the new rules work any better than the old ones. 
This brief survey of internationalisation and market regu- 
lation has tried to show that things are moving in the right di- 
rection, even if the pace of change may not be fast enough. 
There are several reasons, however, for thinking that the 
Tokyo stockmarket will remain special. 


outperform the rest of the developed world, its vaunted 

p/e are likely to remain considerably higher than those 
in the US and Europe. Second, as long as companies retain 
their peculiarly tight relationship with suppliers, bankers and 
customers, share trading will be different from elsewhere. 
Roughly 40% of all Japanese shares are locked up in this 
way. As a result, the ratio of (a) stockmarket turnover 
to (b) market value of freely traded shares last year was about 
AN higher than in New York and three times that of Lon- 

on. 

The third reason is sociological. The stockmarket cannot 
be divorced from the rest of Japanese society any more than 

her bourses from their home bases. "The Japanese finan- 
vial market is a net rather than a bubble," says one US ob- 
server. "You don't have the feeling that the market could fall 
very far before everybody would play their role properly and 
support it." 

Another way of looking at it is to remember that ever 
since the Meiji restoration 120 years ago, industrial power in 
Japan has not been merely an economic objective, but a poli- 
tical one as well. A strong capital market reflects Japan's eco- 
nomic might, but also contributes to that power. On several 
occasions during and immediately after Black Monday, Ja- 
panese bureaucrats, brokers and investors worked together 
to prevent Tokyo following Wall Street into the abyss. The 
same thing will probably happen next time. 

As Japanese foreign investment in the US becomes a big- 
ger political issue, more attention in Washington will be fo- 
cused on the Tokyo stockmarket. In November, a member of 
the US SEC, Joseph Grundfest, noted in a speech in London 
how much easier it was for Japanese companies to acquire 
US ones than the other way around. Many of his compatriots 
feel that one major reason for this is that the TSE is rigged. 
Even if the legal framework of the TSE was the same as that 
of the New York Stock Exchange and the market was super- 
vised in the same way, it will still be almost as difficult for for- 
eign firms to buy Japanese ones as it is today. п 


Т: first is economic. If Japan's economy continues to 
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SYSTEMS 


Getting the bugs 
out of the 
trading software 


By Bob Johnstone in Tokyo 


round 10 a.m. on Thursday, 19 May this year, unable to 
A cope with a flood of orders for a particular stock, the 

computers of the Tokyo Stock Exchange's (TSE) 
trading system gave up the struggle and shut themselves 
down. Their software had not been designed to cope with 
such huge volumes. 

It is said that carpetmakers in Islamic countries always in- 
clude a deliberate mistake in their handiwork because only 
God is perfect. The mistakes that software producers include 
in their programmes are, by contrast, anything but deliber- 
ate. 

No matter how well-considered a programme's design, no 
matter how professional the implementation, and no matter 
how thorough its testing, faults — bugs, the computer people 
call them — will persist. 

An old programmers’ saw has it that any programme 
longer than 50 lines has at least one bug in it — even after the 











programme has been completely debugged. Imagine, then, 
the number of bugs that infest the huge and increasingly com- 
plex programmes used in banking and finance. 

It has been estimated that a programme 1 million lines 
long will contain an average of 2,000 bugs after testing, 
around 200 of which will cause failures. Not all failures will 
bring the system crashing down — some may do no more 
than throw up a rogue character on a terminal screen. But, 
since 60% of all errors occur at the design stage, other fail- 
ures may have much more serious effects 

Given that computers are intrinsically prone to go wrong, 
what steps can be taken to minimise the damage caused when 
they do? Especially in Japan, where the stock exchange, 
brokers and banks have recently been introducing some of 
the largest and most sophisticated computer systems in the 
world — and Japan is a country where reliability has become 
almost a religion. 

Elsewhere, people tend to accept that it is in the nature of 
machines to break down. Not so the Japanese, whose news- 
papers gleefully pillory companies for problems that other 
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‘countries would regard as trivial. For example, a single au- 


| tomatic teller machine out of action for a few hours at a re- 


gional bank can easily become front page news. 

How to avoid such humiliation? “There is no best solu- 
tion,” says Teiichi Aruga, Rene manager of the systems 
basket office at NRI & NCC, a leading Japanese software 
house, "only better ones." Aruga says that the biggest prob- 
lem with the huge new systems is that "even the most experi- 
4| enced system engineers and designers cannot imagine all 
sp. eases that might occur.” 
^^ Bugs caused by programming errors are usually not so 
serious as faulty design. It was a designer's failure to envisage 


A how high trading volume on a single stock could go and 


specify an appropriate upper limit that caused the TSE's 
computers to come tumbling down in May. 

One way of ensuring that a system has sufficient capacity 
to deal with all contingencies is simply to double, triple or 
even quadruple the number of machines. The obvious objec- 
tion to this strategy is economic — it requires enormous in- 
vestment, 

Service providers must ask themselves whether customers 
will be prepared to fork out the extra charge for using such 
systems. But there are situations where the consequences of 
asystem failure — hundreds of millions of dollars going elec- 
tronically astray, for instance — are high enough to justify 
the cost. 

In such situations, the conventional approach is to have 
two identical computers working together. A third computer 
on "hot standby" monitors the other two, ready to take over 
the moment they go wrong. 

Recently, the reliability of hardware has improved to the 
| point where only a "warm" standby — one that can go into 

action within 15 minutes or so (and that at other times can be 

. used for more productive tasks) — is deemed necessary. 
A more sophisticated approach to ensure reliability is to 
use what are known as “fault-tolerant” computers, which 
feature multiple processors working in parallel in the same 
machine. A small, error-free supervisor programme continu- 
ally checks the status of each processor. When a problem oc- 
curs, the supervisor automatically switches jobs to another 
“processor. Since each processor has its own copy of the sys- 
‘tem software, fault-tolerant systems are in theory more reli- 
able than hardware- -dependent hot-standby ones. (But even 











a fault-tolerant computer cannot do anything about a design 
flaw in the software.) 

Several US companies specialise in fault-tolerant comput- 
ing. The largest of them is Tandem Computers. At the New 
York Stock Exchange, 22 Tandem machines handle incom- 
ing orders from brokers on 600 communications lines. Tan- 
dem claims that growth in such online transaction processing 
is outpacing every other sector of computing. In Japan, 
though excluded from repeating its US role by the TSE's pol- 
icy of buying only Japanese-made hardware, Tandem has 
grown 72% this year, with sales of US$71 million. 

Over the next five dy Tandem sees its Japanese mar- 
ket growing 50% annually. In the financial sector, its biggest 
clients have been securities companies scrambling to follow 
Nomura's lead in establishing home trading services. These 
are based on the ubiquitous "family computer," a game 
machine now owned by around 14 million Japanese house- 
holds. 

How much demand there will be for such services is still 
uncertain. Thus, rather than splashing out on an expensive 
big computer, it makes sense to start relatively small, with a 
system whose multi-processor structure makesit easy to expand. 


all very well when you have a large number of terminals 

used for simple applications, like Mela. credit car 
For pushing through hundreds of complex transactions a St 
ond, however, you still cannot beat a large mainframe com- 
puter backed by à hot standby. 

In addition to the mainframes, other parts of financial sys- 
tems are also duplicated. Two sets of lines tvpically link a 
Stock exchange with brokers, or bank headquarters with 
branches. (And, in Japan, since a few years back, when a fire 
damaged a local exchange in the Tokyo district of Setagaya, 
completely cutting off the local branch of Mitsubishi Bank, 
the lines go via different routes, too.) 

Most big computer users maintain their own generators in 
case of power failure. A company like NRI & NCC, one of 
whose main responsibilities is to look after the massive pro- 
cessing needs of its parent company, Nomura Securities, also 
has maintenance engineers from their computer suppliers on 
the premises at all times. 

But hardware hardly ever breaks down. Takeshi 
Kobayashi, a manager at the Dai-Ichi Kangyo Bank's sys- 
tems and operation planning division, says that the odds 


Е ault-tolerant "supermini" computers like Tandem аге 





` of software has become too big to tes st 
for every conceivable: situation. 
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against both the machines which handle his bank's huge new 
accounting system going down at the same time are as- 
tronomical. 

Accounting is the largest part of an overall system de- 
signed to handle 10 million transactions an hour. Some 80% 
of the programming for the system was subcontracted to out- 
side companies, inevitably leading to gaps in communication 
between contractor and supplier. 

But the problems arising from programming pale into in- 
significance compared with those arising from design. In the 
past few years, thanks to the development of standardised 
tools, the quality of programming has increased greatly, and 
productivity is high. 

Unlike programming, laments Kobayashi, it is not possi- 
ble to automate design. Especially in new business areas, 
such as securities, home services and international markets, 
where banks have little or no experience to go by. Here, the 
potential for errors is much greater than in the traditional 
businesses, where banks can predict trends. 

“In the past, our idea was to make the system perfect.” 
Kobayashi says, “now, we realise that we can't do that, so our 
idea is to try to limit the effects of errors when they do occur.” 

Ultimately, the key to maintaining reliability is the quality 
of the system engineers who design the programmes. Good 
people are especially important for the design of large-scale 
systems, to make sure everything meshes. 

An example of what can go wrong with such systems is a 
project to automate the lending system at the Japanese Na- 
tional Library. Blunders during the design phase have caused 
years of delay and prevented all but a very limited part of this 
system from seeing the light of day. “Software is made by 
human beings," concludes NRI & NCC's Aruga philosophi- 
cally, “зо accidents always happen." п 
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BONDS 


Mixed reviews 
for extended 
shelf life 


By Nigel Holloway in Tokyo 

he curate's egg that is Japan's bond market continues 

to receive mixed reviews from participants and the 

contrast between good and bad is, if anything, growing 
stronger. Last September's changes to the method for selling 
government debt was enthusiastically welcomed by most 
dealers and the reforms push the government bond market 
well on the way towards its model of the US market. By com- 
parison, the introduction of shelf registration for corporate 
bonds a month later has been greeted with a yawn. 

Take the corporate bond market first. Shelf registration 
was hailed by some as the biggest step to liberalise this mar- 
ket in years. The system allows issuers to receive governme 
approval up to two years in advance before ап offering .. 
made and then to keep the bonds “оп the shelf" until condi- 
tions are right for an issue. When introduced in the US in 
1982. it led to a boom in offerings, but in Japan has attracted 
little attention so far. Within the first month or so, only Nip- 
pon Telegraph and Telephone (NTT), six electrical supply 
companies and three foreign financial institutions availed 
themselves of the new procedure. 

NTT and the power utilities are the only big users of 
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Thailand — Thai Onent Leasing Co., Ltd 
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Satisfying client banking needs in 
international markets calls for a AAA 
bank with presence and strength 
where it counts. Bayerische Landes- 
bank is such a bank 

Our international service potential 
includes: 

e Trade finance 

e Furomoney market operations in all 
major currencies 

e International syndications 

e Management of bond issues 

e Placement and trading in inter- 
national and domestic securities 
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andesbank International S. 


e Issuing business on a large scale 
The Bank is among Germany's major 
issuing houses. (Its own bonds are 
rated AAA and Aaa) 

e Presence in key international finan- 
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Singapore and New York (including 


our IBF and Grand Cayman Branch) 
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For a banking partner you can rely 
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Japan's straight bond market and there is no sign of shelf 
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registration luring in other firms. An underwriter at Nomura 


Securities, which ought to be enthusiastic about the scheme, 


said that most issuers are so 
heavily oriented towards equity- 
related bonds that it would take a 
lot more than a different registra- 
tion procedure to prise them away. 
For Japanese firms, it takes 15 
days to float a bond from the time 
it is registered, so from this point 
of view, placing them on the shelf 
is an improvement. But there are 
so many other inefficiencies that 
the costs of issuing in Japan still 
outweigh the advantages. 


March 1988, Japanese compa- 
nies floated 5.98 trillion 
(US$4.78 billion) worth of bonds 
domestically compared with ¥5.34 
trillion abroad, the first time since 
1982 that overseas issues were less 
than ones made at home. Nobody 
s celebrating the fact, first 
v-cause the number of domestic 
issues had more to do with the 
strong stockmarket (at least during 
the first six months of last fiscal 
ear) than with bonds per se. 
omestic convertible issues rose to 
¥5 trillion, which 
outclassed the boom- 
ing Eurowarrant mar- 
ket. 

Second, it remains 
cheaper and less cum- 
bersome to prepare a 
flotation abroad than 
at home. The Minis- 
try of Finance (MoF) 
decided in the late 
1970s to liberalise the 
Euroyen markets be- 
fore those in Japan to 
give local financial in- 
stitutions a chance to 
flex their muscle overseas be- 

e turning them loose at home. 
ms a result, the home market 
has continually lagged be- 
hind. 

Freeing up the domestic market 
has proven more difficult than 
some expected, because the MoF 
has come up against deeply en- 
trenched vested interests, particu- 
larly of the Japanese banks and the 
securities houses. The result has 
been piecemeal reform of the cor- 
porate bond market, without any 
dramatic improvement in its 
breadth and depth. Some of the 
pieces include: 
> The number of firms able 
to issue unsecured bonds has in- 
creased from 60 in February 1987 
to 378 today, but this is still 
little more than a tenth of the 
number of publicly traded com- 
panies in Japan. Some 578 com- 

anies can now float converti- 
les. 


| n the fiscal year which ended in 
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BOND MARKET — 
OUTSTANDING ISSUE OF 
SHORT- AND LONG-TERM 

GOVERNMENT BONDS 





minimum maturity was six years; it can now 
four. Five-year notes remain prohibited to avoid competition 


TRADING VOLUME 
BY TYPE 
OF BOND 


(¥ trillion, fiscal 1987) 
Total: 5,314 


MM YA 


Source: Bond Underwriters Association. 


REVIEWTABLES by Barny Lee 


VALUE OF 
OUTSTANDING 
BONDS 


(¥ trillion, March 1988) 
Total: 296.3 


AMEE A 


Source: Bond Underwriters Association. 


ANNUAL BOND MARKET 
TURNOVER 





» A broader range of maturities is being ү ра ed. The 


e as short as 


with long-term credit banks which 
rely on five-year debentures to 
raise money. Liberalisation of in- 
terest rates may mean the approval 
of some floating-rate note (FRN) 
issues, which are currently off- 
limits, and the MoF is sounding out 
the industry about the idea. The 
Nomura underwriter said flatly “we 
are not interested” in FRNs, be- 
cause of the lack of a benchmark 
interest rate in the money mar- 
kets. 

» Officials are changing the cur- 
rent, inefficient practice of rotating 
the position of lead underwriter 
among the big four brokers (Nom- 
ura, Daiwa, Nikko and Yamaichi). 
A system by which underwriters 
submit competitive bids will gradu- 
ally replace it 

» The МОЕ is considering drop- 
ping the requirement that a bond is- 
suer commissions a bank to act as 
trustee, a practice absent in Japan 
and Europe. Securities houses 
claim issuers have to pay à com- 
mission bank a fee 
that adds 20 basis 
points (0.2%) a year 
to their funding costs. 
Іп theory, issuers 
making a shelf regis- 
tration do not have to 
use a commission 
bank, but analysts say 
borrowers are likely 
to continue the prac- 
tice to maintain жеп 
term relationships. 
The banks are trying 
to exact concessions 
in return, such as 
the end of the so-called "three 
bureaux" agreement (named after 
the MoF’s international finance, 
banking and securities bureaux) 
which prevents banks from lead 
managing Euroyen issues by Japan- 
ese companies, The result: stale- 
mate. 

» Credit rating of bonds is grow- 
ing more popular, replacing the 
rigid financial criteria which tended 
to lump top companies with less 
strong ones and made it difficult for 
small firms to tap the market. Rat- 
ing in Japan is only in its infancy 
and many participants say that the 
three domestic agencies approved 
by the MoF in 1986 are still not im- 
partial enough to have a decisive ef- 
fect on bond yields. 

All in all, Japan still has a long 
way to go to lure some of those is- 
suers back home. A thin primary 
market means less secondary trad- 
ing, too. On average, а corporate 
bond turns over every two months 
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on average, compared with about 10 days for yen govern- 
ment bonds. 

Not that everything is perfect for gilts. Trading in 1988 is 
down about 20% on last year, the first drop in turnover since 
the late 1960s, though still a lot higher than in 1986. Dealers 
made big losses last year misreading the sudden, massive rise 
in yields between May and October. Tateho Chemical, which 
lost #28 billion in the bond futures market in September 
1987 was only the most spectacular casualty of the markets” 
wild gyrations. A system to sell bonds short was introduc- 
ed in May of last year and in July 1988, Japan Bond Trading 
Co., a clearing house set up by brokerages, became the cen- 
tral trading location for government, corporate and foreign 
bonds. 

The most important innovations, though, took place re- 
cently in the primary government bond market. As from 1 
October, the underwriting share of foreign banks and brok- 
ers in the market for 10-уеаг government bonds (by far the 
largest segment) was increased from 2.5% to 7.97%. Salo- 
mon Brothers alone has seen 
its share rise almost six-fold 
to 1.5%, making it the fifth- 
largest member of the under- 
writing syndicate behind the 
big four. 

From next April, the gov- 
ernment will double to 40% 
the proportion of its monthly 
issues of 10-year bonds that 
are auctioned. Until now, 
bond prices, coupons and the 
amount for sale has been set 
by negotiation between the 
syndicate and the МОЕ. In 
the future, the average price 
reached at the auction will be 
the price underwriters will 
pay for their syndicate allot- 
ments. 

These changes have par- 
ticularly. pleased the US Gov- 
ernment, which had been 

ushing for deregulation in 
apan. But there remains a 
sting in the tail. Under the re- 
cently passed US trade act, 
the New York Federal Re- 
serve and the board of the 
Federal Reserve will, in about 
а year from now, review the 
progress made in opening up 
Japan's government bond 
market. If they find that the 
playing field is still not level 
enough they can revoke the 
US primary dealerships of the 
four Japanese securities houses. In the intervening period 
competition among underwriters in this market is likely to in- 
tensify as the auction system takes hold, the big four brokers 
and, no doubt, Salomon are going to try to win a bigger market 
share. Other foreign institutions may lose out. 

More competition in the primary bond market is not re- 
garded as a temporary problem. Securities houses are talking 
about a chronic shortage of top quality paper in the future as 
the government phases out deficit-covering bonds. By one 
estimate, only Y5.7 trillion of government bonds are likely to 
be issued in fiscal 1991, compared with Y 19.1 trillion four 
years earlier. One answer is to expand the short-term bond 
market, which would help to refund the government's matur- 
ing debt. Another is to make it more attractive for triple A 
Japanese (and foreign) firms to float their bonds in Tokvo. 
Which brings us back to where this article began. u 


NEW BOND ISSUES 





REVIEWTABLE by Barmy Lee 











| 


РУТЕР 





OFFSHORE FUNDING 


Clamping down 
on domestic 
interbank action 


By Richard Hanson in Tokyo 


apan's offshore market (JOM) was opened in December 
J 1986 ostensibly to serve as a tax-exempt (except for local 
taxes) home for non-resident bank transactions. 

By the simplest measurement, sheer size, JOM has been a 
success. It has grown steadily from US$93.7 billion at the 
start, when Japanese banks simply moved overseas assets 
from headquarters accounts to the new JOM accounts, to 
US$394.6 billion at end-August. That makes it larger than 
either of the long-established offshore markets in Singapore 
and Hongkong. 

By other standards, however, JOM has received mixed 
reviews. The effect on other markets is hard to judge, b 
some big Japanese banks admit privately that while trebli;... 
the amount of business done with JOM they have seen a flat- 
tening of their business with other offshore markets in the re- 
gion. 

On one hand, the Ministry of Finance (MoF) is reviewing 
restrictions on the use of JOM by financialinstitutions. While 
the growth of the market has been satisfactory, the MoF 
might consider easing strict curbs on spillovers from offshore 
accounts to make it easier for smaller banks to use the mar- 
ket. 

On the other hand, the Bank of Japan (BoJ) has just an- 
nounced sweeping changes to strengthen its control over 
domestic interbank markets, a move that is at least partly 
aimed at curbing the use of JOM as a de facto source of 
domestic interbank funding for Japanese banks. 

Such transactions are one reason that JOM's develop- 
ment has been in favour of deposits, with a low volume of 
loan assets. As of 30 August, the balance of deposit assets 
jumped to US$171.2 billion compared to US$100. 1 billion in 
January 1988. The balance of loan assets has edged up slowly 
to only US$11.4 billion from US$9.4 billion in January. 

For the participants, the market is still hampered by re- 
strictions on its use, especially for regional banks which do 
not have offshore branch offices through which they can t 
into JOM. JOM was created to facilitate transactions be- 
tween non-residents. 

Securities trades are not allowed. Leakage to the domes- 
tic account of a bank is limited to 5% of a bank's average ba- 
lance of transactions with non-residents during the previous 
month. (If MoF comes up with steps to expand access to 
JOM, they will probably include a bigger spillover limit.) 
And there are still local taxes. 

Japan began зун the idea of forming a tax-free 
offshore banking market in the late 1970s. The original idea 
was to help foreign banks, whose onshore business was erod- 
ing as the authorities lifted constraints on domestic banks. 
That idea did not get very far. 

The project languished despite the efforts of a semi-pri- 
vate group, led by a former МОЕ vice-minister, which drew 
up a detailed plan on how such a market would operate. The 
offshore market was opposed by the BoJ, which worried that 
"leakage" between the offshore and domestic market would 
make it more difficult to control monetary policy. Better to 
liberalise the domestic market than to create an free offshore 
market, some officials argued. 

The deadlock was finally broken in 1985, when the MoF's 
Committee on Foreign Exchange and Other Transactions 
advocated the establishment oF an offshore market. The 
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No market is too large. 


Having financed growth businesses for 90 years, 
Takugin is now a prominent player in world 
financial markets. 

The Hokkaido Takushoku Bank, or “Takugin,” is a unique 
combination of regional expertise and global presence. 

Having long financed business growth in Hokkaido, ]арап% 
second largest island, we аге today the only major commercial 
bank in Japan with a strong presence in both Hokkaido and 
the Tokyo financial market. 

This exceptional positioning is backed by an extensive global 
network covering the entire spectrum of commercial and invest- 
ment banking services. 
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the bank that offers local clients the in-depth advice and financing 
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No business too small. 
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committee argued that Tokyo lagged in the internationalisa- JADAN FINANCE & IN VES TME МТ 
tion of its short-term markets, and that non-residents needed 
a market in which they could freely participate. CURRENCY 

In addition to covering the time gap between New York 


and London, an offshore market would increase the yen's 
supplementary role to the US dollar. The panel saw "great Debt and asset 
merits" for the domestic economy as well. The market would 
help reduce costs for Japanese banks and alleviate foreign ex- 
change risks for corporations. An increase in income and em- exch a n 
рех might also Бе expected as Tokyo became more of a g 
inancial centre. 
Although the offshore market was to be limited to out-out 
transactions, banks get around the rules by using inter-office OO Swap oom 
transfers of capital in and out of Japan to JOM. 
A Tokyo bank wanting to borrow Euroyen from JOM 
typically asks its Singapore branch to take money from its | BY Stella Danker in Tokyo 
JOM account. Those funds have been deposited from he Japanese have been swapping other currencies into 
another Japanese bank's JOM account. In turn, the counter- E yen for many years, but the swaps market in Tokyo 
part bank's funds originally were transferred to the JOM ac- took off when the ceiling on swap deals was lifted in 
count from Tokyo through its overseas branch. 1984, at a time when Japanese borrowing on overseas mar- 
The inflow to the domestic account shows upasaninter-of- | kets was soaring. The amount outstanding in yen interest rate 


| fice Yen swap (Yen-Ten). The balance of Yen-Ten was | and currency swaps shot up from #250 billion (US$2 billion) 
about ¥10 trillion before the BoJ began encourging the use | just before the ceiling was freed in June 1984 to X1 trillion а 


of domestic interbank markets through its 1 November re- month later. Tokyo's swappers have been busy since then. 
form measures. Bankers say that nearly all of that balance is | The yen interest rate swap market, for exchanging payments 
т JOM. on floating and fixed yen debts, started to bloom in 1986 


Funding through JOM began almost as soon as the market when the Euroyen market, which is the source of much of the 
was opened. BoJ concern about the market probably esca- | debt swapped in Tokyo, was further liberalised 

By the end of 1987, the yen swaps market became the 
world's second largest after dollar swaps, with ¥5 trillion 
outstanding in interest rate swaps and nearly Y 11 trillion in 
yen-related currency swaps, according to the International 
Swap Dealers Association (ISDA). More swaps are actually 
being done because ISDA figures capture odis those swaps 
done by half the leading dozen or so Japanese banks active in 
swaps. 

Mitsubishi Bank, Mitsui Trust, Sumitomo Trust, Mit- 
subishi Trust, Industrial Bank of Japan, Long-Term Credit 
Bank, Bank of Tokyo and Fuji Bank lead the ranks of the 30 
local swap banks doing dollar as well as yen swaps. The top 
dozen are estimated to have ¥3.5-6 trillion each outstanding 
in all kinds of swaps in all currencies. The smaller swap banks 
have * 1-3.5 trillion. When it comes to yen swaps, the foreign 
banks are still the leaders. Market maker Banque Paribas 
alone did ¥1.3 trillion worth in yen currency and interest 
swaps in 1987 and even more this year. 

The market will grow still bigger as more companies get 
the hang of exchanging their debts (and assets) and are al- 
lowed to raise more funds overseas. Foreign currency sums 
borrowed overseas are the source of much of the currency 

ed when it found that some Japanese banks were willing to swaps done in Tokyo, mostly from dollar into yen followed 
use the JOM even if it meant certain sanctions in the domestic by Swiss francs into yen. Dollar equity warrant bonds raised 
market. BoJ imposes controls on such Yen-Ten balances, by Japanese companies abroad, when these are not swapped 
and threatens to restrict a bank's access to its cheap official into yen, are the source of dollar interest rate or dollar-dollar 






































bills discount facility if the bank goes over its limit. swaps in Tokyo. 

But some Japanese banks have preferred to have BoJ cut In a currency swap, the principal amount and the stream 
them off rather than stop taking (reliable) funds, from JOM. of interest payments in one currency is exchanged for an 
Despite higher costs in the JOM than other offshore markets, equivalent amount and a stream of payments in another. In 
it offers advantages such as being in the same time zone. | ап interest rate swap, there is no exchange of principal, and 


That sounds like insubordination. It also makes a mockeryof | payments are made in one currency. Company A which has a 
the official discount facility, which serves (in the absence of floating rate debt may prefer to pay the fixed rate liability of 





effective open market operations) as a crucial tool in regulat- Company B. It may suit this second company to service com- 
ing monetary policy. any A's floating debt, so they swap their interest payments. 

The BoJ's approach to JOM has been heavy-handed at Banks act as the middlemen matching the two counter parties 
times. It maintains daily hotlines to offshore market dealers, in a swap deal. (In an asset swap, the exchange relates to an 
oyog to verbally influence rates and identify counterparts in investment rather than a debt). Both parties in currency and 
interbank trades. The BoJ was apparently disturbed when interest rate swaps get the type of debt they want more 
JOM rates soared at the end of September — at one point cheaply by exploiting their different credit worthiness in dif- 
JOM's equivalent of overnight Euroyen jumped to 20%. ferent markets. 

All this has made JOM transactions a highly delicate mat- To reduce their currency risks, Japanese firms want all 
ter for senior bankers. Changes in the domestic interbank their liabilities denominated in yen to match their yen-based 
market should mean the transfer of much of the JOM busi- | assets and with very few exceptions, the foreign currency 
ness back onshore as the uncollateralised call market deve- funds raised are immediately swapped into yen. In mid-1987, 





lops. That will suit BoJ just fine. п | many Japanese companies exchanged their newly issued 
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Euroequity warrants for yen-based 
instruments because swap transac- 
tion costs and coupon rates were 
actually giving them negative costs 
in yen terms. This led to a rush of is- 
sues which the market had great 
difficulty taking up. The story is 
similar this year. Yen costs are 
higher this time, about 0.5% a year 
in interest, but this is still cheap 
compared with the local 3 
linked alternative of 1.4% to 2.2 

for a convertible bond, and slightly 
over 296 on the Japanese equity 
warrant market. So far this year, 
the Japanese have not over- 
whelmed the Euromarket with 








equity warrant issues because the || 2 ў 
securities houses held back the sup- | - 
ply to fit demand. The stability of | Swap market: interest hedge. 


the Japanese stockmarket has also 
helped to whet investors' appetites, so these funds will con- 
tinue to feed the currency swap market. 

In currency swaps the current favourite is to convert Swiss 
francs into yen. The Japanese raised Y 1.26 trillion-worth of 
Swiss franc equity-linked issues in 1987 and ¥385 billion in 
the first half of this year, aiming to issue when the Swiss franc 
is at a high level and to swap into yen when the Swiss franc 
falls. Swap participants estimate that the total Swiss franc 
into yen currency swaps will come to about US$3.45 billion 
this year. 

Interest rate swaps were initially dominated by the banks 
which were speculating on interest rate movements. The 
swap market was active early this year when interest rates 
were volatile, but has since quietened down now that rates 
have stabilised. Speculative position taking is not as attrac- 
tive as it used to be for banks, because international regula- 
tions now class swaps as risk assets, which have to be backed 
by capital. 

Non-financial companies have stepped into the breach. 
"They are getting more sophisticated in their financial en- 
gineering or zaiteku. Now they are using swaps for arbit- 





FOREIGN EXCHANGE 










rage," says Akira Watanabe, ISDA 
vice-chairman and Mitsubishi 
Banks' chief manager of the swap 
business group. They can do this by 
raising interest payments with a 
bank at a higher rate. The income 
received from the company's in- 
vestment then pays the rate 
charged by the bank. Another po- 
pular swap transaction is to arbit- 
rage between the price of Japanese 
Governnient bond futures and the 
swap market. 

Japan's banks are also using 
swaps to compete against each 
other across the segments that di- 
vide them. City banks are supposed 
to borrow and lend short-term. 
Long-term credit banks have the 
exclusive right to raise long-term 
funds by issuing debentures and to 
| make long-term loans. Now city 
banks are swapping their short- 








term borrowings for five-to-seven-year funds, thus enabling 


them to compete to lend long term. By the same token, t^^ 
trust banks and the long-term credit banks use interest ri 
swaps to move into the short-term market. 

For both financial and non-financial companies, the yen 
interest rate swap is the only instrument for hedging interest 
rates on yen loans. The market is well developed, prices are 
competitive and treasurers are familiar with yen-yen swaps. 
Other interest rate hedging instruments for yen loans are 
either non-existent, or barely existent, expensive and little 
understood. 

Yen interest rate futures, due to start next year in Tokyo's 
financial futures market, are expected to win over swap 
market makers who had kept away from yen swaps because 
there had not before been a place in which to hedge. In the 
US market, the treasury-bond market is highly popular 
with کچھ ا‎ since the usually accepted swap rate is 
quoted as the spread over the Treasury bond. With a futures 
contract on yen deposits set to begin in Tokyo, there will be 
a hedge at least for short-term yen-yen swaps of under two 


years. п 






Market grows despite dealing problems 


By Charles Smith in Tokyo 


n five years Tokyo has come from nowhere to rival 
| London as the world's leading foreign exchange market. 
Yet to gain undisputed first place some changes may still 
have to be made. Foreign banks in Tokyo complain about the 
high and inflexible commissions levied by the eight broking 
ous mare which match deals made on the market by banks. 
Sheer lack of skilled manpower seems to be another prob- 
lem. During the past year or so, almost every major Japanese 
"city" bank and a number of foreign banks have built lavish- 
ly equipped dealing rooms in their Tokyo head offices, 
esigned to impress the outside world with their operating 
capacity. The dealing rooms are certainly impressive. But 
foreign banks say the policy followed by Japanese banks of 
rotating graduate employees through a wide variety of jobs 
so as to turn them into all rounders who can eventually as- 
sume top management positions is not necessarily conducive 
to producing expert dealers. 
A difference in training practices may be one reason why 
foreign banks have mounted a more successful challenge to 
Japanese city banks in the foreign exchange market than in 





almost any other Tokyo-based financial market. Another 
significant change has been increased mobility of dealers 
themselves. One foreign banker told the REVIEW that it 
would have been inconceivable five to seven years ago for a 
graduate employee of a big Japanese city bank to move to à 
foreign bank. "Now lots of people are coming," he said. 

In March 1983 when the US Federal Reserve made a 
study of major foreign exchange markets, average daily turn- 
over in Tokyo was estimated at US$12.5 billion, compared 
with US$26 billion in London. Three years later a Bank of 
Japan (BoJ) study showed that both markets had quadrupled 
in size, with average daily turnovers in March 1986 of US$48 
billion in Tokyo and US$90 billion in London, while New 
York, with US$50 billion, marginally ahead of Tokyo. 

The BoJ is not due to conduct its next study of foreign ex- 
change markets until 1989 but estimates based on brokers re- 
ports suggest that the 1989 survey will show Tokyo far ahead 
of New York. London may still be in the lead, foreign ex- 
change поси say, thanks to the dominant position it 
holds in Europe (whereas Tokyo shares its foreign exchange 
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business with secondary but still important 
markets in Singapore and Hongkong). 

Tokyo's importance as a foreign exchange 
market is a natural consequence of the size of 
the Japanese economy, and of the massive ba- 
lance-of-payments surplus, analysts say. But 
the market's growth was held down in the early 
1980's as a result of a number of restrictions on 
the way it could be used — notably the anti- 

uated "real demand" rule which stipulated 
that foreign exchange transactions had to re- 
flect "real" transactions outside the market, 
such as exports and imports. 

Abolition of “real demand" in 1984 meant 
that companies other than banks could use the 
market for hedging and speculation. Hedging 
of dollar-denominated portfolio investments by life insur- 
ance companies and trust banks has become a major market 
segment since the real demand was abolished. 

Abolition in 1985 of the requirement that all transactions 
had to go through a broker further increased the market's 
scope. Japanese city banks now do an estimated 50% of their 
business through brokers while dealing directly with each 
other for the remaining half. At Citibank, one of the most ac- 
tive for ign traders in the Tokyo foreign exchange market, 
up to 70% of business is done direct with other banks, rather 
than through brokers. 

Dealing direct cuts out the broker’s commission of 
¥3,500 per US$1 million of currency purchased, but the 
broker network is still an important source of information 
Citibank says. Another reason for continuing to use brokers 
may be "guidance" from the BoJ. 

Competition between foreign and Japanese banks for the 
foreign exchange business of big Japanese companies has 
been fuelled by the fact that major companies prefer to deal 
with many different banks for foreign exchange transactions 
— not just with their traditional “main” banks. Greater con- 
fidentiality is alleged to be another reason why foreign banks 
have done well in the Tokyo foreign exchange market. 

According to one foreign banker, the BoJ used its influ- 
ence with Japanese banks to discourage what it saw as exces- 
sive selling of US dollars by manufacturers and traders in 





COMMODITIES 
Gold-lovers 


keen but 
still cautious 


By Brian Robins in Tokyo 


uying gold has traditionally been a favourite invest- 
н ment for Chinese keen to protect their wealth, but it 

has not held the same allure for Japanese investors. 
That may now be changing, with Japan likely to emerge as 
the largest importer of gold for the third year running. 

Gold futures trading began five years ago and, in late Oc- 
tober, a formal spot market was opened, through a gold war- 
rant market, trading gold in one gramme units. The warrants 
reflect gold bullion held in specially designated warehouses. 

Japan imported 239 tonnes of gold in 1987 and this year 
imports are expected to exceed 300 tonnes. In October 
alone, gold imports reached 28.4 tonnes, up 61% over the 
same month of 1987, and a rise of 5% over gold imports in 
September. 
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1986 and 1987 when the dollar was declining 
rapidly pain the yen. The same tactics did not 
work with foreign banks which were less willin 
to yc details of transactions to the centra 
bank. 

Japanese city banks say that foreign banks 
have had one other reason for stressing foreign 
exchange business — the fact that foreign ex- 
change transactions are off-balance-sheet 
transactions which can improve a bank's return 
on assets more than (for example) loan busi- 
ness. The setting of tighter criteria for Japanese 
banks' return on assets means that Japanese 
city banks now also have the same reason for 
stressing foreign exchange transactions. 

Both Japanese and foreign bankers tend to 
be coy on the subject of market share — big Ja- 
panese banks typically claim to hold around 
1096 of the market. But rumour suggests that the foreign ex- 
change-specialised Bank of Tokyo which once dominated the 
market has lost market share in recent years, while foreign 
banks and "ordinary" Japanese city banks have gained. 

The worldwide networks of foreign banks have made 
them powerful contenders, helped in Citibank's case by the 
fact that it operates round the clock in Tokyo (the only bant 
to do so). Japanese city banks have the advantage of bei 
able to tap small- and medium-sized companies as customc.s 
for foreign exchange business through their large domestic 
branch networks. 

A final point of interest about the Tokyo foreign exchange 
marketis the emergence of currencies other than the US dollar 
as the focus of hedging and speculative trading. According to 
Sumio Fukushima, deputy general manager of Sumitomo 
Bank’s Treasury department, daily turnover of US$- 
Deutschemark transactions in Tokyo has recently exceeded 
USS7 billion on some days, more than twice as much as at the 
start of 1988. Fukushima says the Deutschemark has become 
a popular currency for hedging in part because of its relative 
stability against the US dollar, as compared with the volatile 
yen. 

Deutschemark buying orders placed with banks are nor- 
mally dealt with by converting yen into US dollars and from 
dollars into the German unit, though direct crossrates are 
quoted by banks to their customers. п 


The payaa gold trade is split between the investment 
market, which in the past accounted for about 50% of total 
demand, and the jewellery and manufacturing sectors, which 
made up the balance. 

Investment demand has surged on the back of a new- 
found interest in gold as a residue of wealth, with some 
people buying gold ingots and smaller investors interested in 
gold coins. At the consumer end, there is a stiff battle be- 
tween rival suppers; especially Canada (Maple Leaf) and 
Australia (Gold Nugget), toppling the former dominance of 
the Kruggerand. But sustaining investment demand for gold 
is the key. 

The gold futures contract is the most active contract 
handled by the Tokyo Commodity Exchange for Industry 
(TCEI). But the posted turnover figures are not especial- 
ly reliable, since many of the key players — primarily 
the trading houses — are reputed to dun the market. 
As for the new gold warrant market, hampered by high 
commissions and a lacklustre trend in the gold price in 
overseas markets, trading has been subdued, but encourag- 
ing nonetheless. 

The degree of residual interest in the spot and futures gold 
markets is difficult to gauge. Although the Ministry of Inter- 
national Trade and Industry (Miti) is working hard to clean 
up the reputation of Japan's commodity exchanges, and to 
merge many of the smaller exchanges into larger regional 
bodies, it has found the going tough. Moves to merge the 
Kobe and the nearby Osaka commodities exchanges failed 
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because of provincial concerns, especially for older traders 
based in Kobe. 

Because of their former excesses, commodities markets in 
Japan have a particularly low reputation, making Miti's job | 
doubly hard. Occasional fraud cases, especially with gold, 
have underlined investor caution. Japanese investors instead 

refer better-established havens for their money — primarily 
[йе insurance policies, term deposits or investment trusts. 

Part of the difficulty in boosting interest in the com- 

modities markets in Japan, either spot or futures, stems from 








The recent slide in the gold price — to a 10-year low in 
Japan — may cloud the immediate outlook for growing in- 
vestor interest in gold. At the TCEI, daily turnover of gold 
warrants contracts has been subdued, averaging 60-90 
daily. 

"It is modest, but we're happy with it," one exchange offi- 
cial said. "We really could not cope if volumes were much 
larger." We decided to launch this contract to stimulate phys- 
ical gold trading. It will also have a positive influence on the 
futures market. As we say in Japanese, shashimi no tsuma, or 
it helps give spice to the futures trading." 

The establishment of the gold warrants market came at an 





the traditional conservatism of 











interesting moment. For some 












the Ministry of Finance (MoF), time, a local gold market had 
which has always been cautious — ا‎ | been operated in Tokyo by a 
about permitting highly specula- — N | select number of trading houses, 
tive products being offered to in- 9, Tr | along with the privately control- 
vestors. The concept that losses era coe \ led Tanaka Metal Industries 
— as well as profits — can come С pt er | Co., perhaps the largest pre- 
from investments is often p ons | cious metals group in Japan. 
nx to the MoF. | rE rE үн" ее ne in Eo unofficial 
old 15 growing in interest, ' 1 market was omınate y 
but slowly. Some key investors per Pep рет Г рт” Tanaka Metal, along with trad- 
are as much interested in other ee гт" ing houses Sumitomo Corp. and 
rare metals such as platinum for дә ы Ке сей er (F Marubeni Corp. While none ^* 
their speculative value, with Ой тт т gr Т | these players will comment p 
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"Japanese investors have T pos FT recently. There is speculation 
been attracted to gold as a par ют ee that Tanaka Metal has scaled 
hedge,” one trader with Mitsui ce a аса i down its activities (other play- 
& Co. said. “Earlier this year, ; p m ў ers argue that it lost money 
with the scrapping of the m through the market) while the 
Maruyu savings system, in- key trader at Sumitomo re- 
vestors began to look more amt cently left, forcing the trad- 
seriously at investment alter- ing house to scale back its 
natives. Also, after Black | activities. 
Tuesday, they have become 7 mw These developments may be 
more cautious of shares. So iti: policying problems. sosroey | good news for the TCEI, which 
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there has been an increase in 
interest in buying gold, but whether it will be sustained at this 
level is unclear. Recently, platinum has become much more 
popular." 

Platinum is now in the early stages of a marketing tussle, 
with investment coins launched by Australia and Canada in 
late November. Trading in platinum futures has been one of 
the most popular instruments on the TCEI. Whether de- 
mand for platinum coins as an investment medium will mir- 
ror the success of gold coins is far from clear. though 
platinum has achieved a great deal of publicity in Tokyo. 

For gold, the public- 











— 15 still seeking, with Miti's 
blessing, to extend its operations. Exchange officials argue 
that the gold warrant market will not adversely affect 
trading in the local market, but rather, work to stabilise 
prices. 

"Traders with the local gold market were not happy when 
we launched the gold warrant market," one official said, 
"since the spread that they can earn will narrow. But rather. 
we can be compatible. Perhaps this is not the correct way to 
say it, but we have moved from a monopoly market to a fra» 
market, since prices of both markets will interact." 

Futures markets, 





ity machine was already 
well oiled. Recently, 
three of the larger 
banks — Sanwa Bank, 
Sumitomo Bank and 
IBJ — launched gold- 
linked investment al- 
ternatives. The banks 
Offer an account, with 
the interest rate varying 
in line with the gold 
price, while guarante- 
eing the repayment 
of the principal in 
full. Sanwa Bank has 
also started a special 
gold plan account for 
customers wanting to 
buy gold, along the 
lines of similar instru- 
ments offered by some 
specialist gold trad- 


ers. Gold queues: investor scams. 








which originated in 
Japan through the rice 
futures market in Osaka 
(some even claim that 
when the US was first 
establishing commod- 
ity futures markets, 
representatives came to 
Japan to study how the 
markets were орег- 
ated) have long had an 
unsavoury reputation. 
So-called black com- 
panies have success- 
fully operated investor 
scams in the past, in- 
cluding the Toyota 
Shoji incident, where a 
large number of private 
investors lost heavily 
on gold investments 
reputedly made on 
their behalf. п 














15 DECEMBER 1988 e FAR EASTERN ECONOMIC REVIEW 








Tableau 1. Mondriaan, 1921, Museum Ludwig, Cologne 


Rabobank 


The Art of Dutch Banking 


Singapore Branch, 50 Raffles Place 30-01, Shell Tower, Singapore 0104, 
Republic of Singapore. Telephone: 4652259896. Telex: 42479. 
Hong Kong Representative, 2 Exchange Square 16/F, 8 € Sonnaught Place, 
Central, Hong Kong. Telephone: +8525263249. Telex: 80556, 


Jakarta Representative, The Landmark Centre, 160 Floor Suite 1605, 
Jalan Jenderal Sudirman Кау, 70 A, Jakarta 12910 Indonesia. Telephone 
+62215781271/2. Telex: 47534. 


Rabobank Nederland, Croeselaan 18, 3521 CB Utrecht, the Netherlands 
Telex 40200. New York, London, Antwerp, Paris, Singapore, Hong Kong, 


Jakarta, Curacao, ADCA-BANK (Frankfurt, Berlin, Düsse Idort, Hamburg, 


Hanover, Munich, Stuttgart) 


1761 "urrupuojq 


Qirpaagsury pappo о 


In banking, 
as in art,a clear 
concept 
can make all the 


difference. 


The Dutch artist Mondriaan spent 
more than 20 years refininga style of 
painting he called neo-plasticism. 
Similarly, Rabobank carefully defin- 
ed and refined its own style of bank- 
ing. As the Dutch economy and 
industry grew, so did Rabobank, be- 
coming the largest domestic bank. 
Today, with total assets of US $ 75 
billion, Rabobank is one of the top 
50 banks in the world, with offices 
in major financial centres and ports 
around the globe, active in financing 
agribusiness, commodities and in 
every aspect of international bank- 
ing. And we still have our own clear, 
long-term view of client relation- 
ship, based on commitment, dedi- 


cation and trust. 
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ISSUES 


Recruit scandal 
exposes market 
shortcomings 


iar! Liar!” TV commentator Hiroshi Ките shouted 
L into the camera after viewing footage of a press confer- 

ence of Finance Minister Kiichi Miyazawa early in the 
unfolding Recruit Cosmos scandal. At the time, Miyazawa 
was issuing firm *no comments" and denying that his name 
had been used in taking up stock in Recruit Cosmos. 

The Recruit Cosmos scandal has emerged as one of 
Japan's top political stories of 1988, exposing as it has one of 
the biggest frauds in the country: the placing of stock in com- 
panies before they go public. 

In many countries, the listing of new securities is an op- 








Miyazawa; share prices: ignoring excesses, 






mation. Authorities alleged that he profited by buying large 
holdings in several companies, including Yoshida Komuten, 
Yamada Kensetsu and Carolina. Nakaseko pleaded guilty to 
concealing a total of ¥3.07 billion (US$24.56 million) in in- 
come from stock trading. 

That case was quickly followed by the Recruit Cosmos 
scandal, which unfolded after the forced resignation of a 
senior official with Kawasaki city government, who had ac- 
cepted stock in Recruit Cosmos in return for ous a 
large property redevelopment. It subsequently emerged that 
several prominent figures in the ruling Liberal Democratic 
Party had also accepted stock in the company. 

In response, Diet debate on the government's proposed 
tax reform was deadlocked, with the opposition parties de- 
termined to pursue the scandal. In an attempt to break the 
deadlock. the MoF was forced to come up with new measures 
aimed at limiting excesses that have occurred when com- 
panies first issue stock publicly, with the prospect of special 
provisions to be applied to capital gains from corporations 
going public. 

Even as the scandal erupted, many smaller companies 
continued to come forward, seeking a listing on the OTC. 
Their interest appeared to be aimed primarily at avoiding the 
application of tighter capital gains controls. 

In the autumn of 1987, 142 companies were геріѕіеге‹ 
have their stock traded through the OTC. By autumn 15 











portunity often used by brokers seeking to return favours by 
allocating stock in a well-supported float to friends. In Japan, 
this has been raised to an art form. Recruit Cosmos has high- 
lighted the long-rumoured but rarely exposed role of politi- 
cians in new issues. 

For most companies going public in Japan, the trend of 
the stock price in the first six months as a public company 
usually resembles a ski jump. Initial trades are usually at 
prices double or triple the issue price, and gradually over the 
next few months the stock price falls back sharply, before ris- 
ing a little, then settling down at a more realistic level. 

If this accurred in more sophisticated markets, the local 
stock exchange would ask how or why the underwriters and 
advisers had mispriced an issue so badly, as well as demand- 
ing more realistic pricing in the future. Until recently, such 
public pressure was not apparent in Japan, and officials ig- 
nored many of the market's worst excesses. Now, however, 
МОЕ officiàls are trying to ensure that issues are more accu- 
rately priced before they are launched. 

In Japan, the over the counter (OTC) market has long 
been the most unregulated and least supervised, but 1988 
may prove to be a watershed. 

Earlier this year, the head of the privately owned 
Meidenko group, Isao Nakaseko, was arrested on tax eva- 
sion charges for profits made from trading with inside infor- 
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that had risen to 176. There are now more than 200 c 
panies registered, with more to come, ahead of the proposed 
tax changes. 

Even with the growth in the number of companies regis- 
tered on the OTC market, daily volume traded is minuscule. 
In November, for example, the daily average was around 2.5 
million shares, which is less than half the level for the second 
section of the Tokyo Stock Exchange — which is itself only 
some 5% of the daily volume of the first section. 

For most companies listed on the OTC market, trading is 
extremely illiquid and usually described as inactive. Informa- 
tion flows about the majority of OTC-registered companies 
are not uniform, adding to investor wariness. The companies 
usually have two or three founding shareholding blocks, 
which limits both marketability and investor interest. 

The MoF has signalled that it intends to try to make the 
market more liquid, largely by forcing companies going pub- 
lic to issue more stock. But this would Wes aea a significant 
effect since the bulk of the capital would still be held in the 
hands of the few founders. One of the biggest single OTC 
stocks is the Tokyu Corp.-affiliated Japan Air Systems, 
Japan's third-largest airline group, which is capitalised at 
more than ¥300 billion. It is only a matter of time before this 
company moves to the second or first section of the TSE. 

— Brian Robins 
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See you in court 


Law and Social Change in Post-war Japan by Frank K. Upham. Harvard Univer- 


sity Press, Cambridge, Massachusetts. US$25. 


H ow does law speed up or slow down 
social change in Japan? What is the 
role of the legal system in a society where 
the ideal of harmony is supposed to mini- 
mise conflict and discourage recourse to 
law as a means of resolving conflict? 
Frank K. Upham, a professor of law 
at Boston College Law School, attempts 
to dispel this stereotype of Japan in his 
book Law and Social Change in Post- 
war Japan. Furthermore, he analyses 
the legal battles that rage on four broad 
social fronts in Japan: environmental 
lution and related diseases; discrimi- 
-...ion against the burakumin (members 


PHILIPPINES 


Pride and 
prejudice 


Once a Chinese, Always a Chinese? 
The Chinese of Manila — Tradition 
and Change by Marilies von Brevern. 
Lyceum Press, Manila. No price given. 


he Filipinos, says one of the inter- 

viewees of this work of oral history, 
think that “All Chinese are rich; all big 
companies are owned by Chinese.” The 
Manila Chinese themselves do not much 
resist this kind of ethnic stereotyping, 
because they like to think that their pros- 

ity is a reflection of their cultural 
_ eriority. 

They knew better, another inter- 
viewee suggests, than to imitate the prof- 
ligacy of the American colonisers, who 
had “too much to eat and too much to 
wear”; the Filipinos, on the other hand, 
"copied it though they do not have the 
same resources." 

The words of the title, taken from the 
mouth of a third speaker, are an allusion 
to another stereotype of the Overseas 
Chinese: their unassimilability. But how 
far is this the effect of what has been call- 
ed the “anti-Sinitic tradition" of South- 
east Asia, and how far their own intran- 
sigent? 

Belonging is after all a two-way pro- 
cess. Until 1975, when Marcos eased the 
naturalisation criteria, it was well nigh 
impossible for a Chinese of less than ex- 
ceptional means to acquire Philippine 
nationality. Can you blame him if he 
found it hard to think himself a Filipino? 

What also tethered him to his cultural 


knee 
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of former outcast communities); equal 
employment opportunities for women, 
and industrial policy. 

In his introduction, Upham discusses 
two Western models on law and social 
change, where the state's role in litiga- 
tion is central but limited. He then dis- 
cusses à Japanese model, where the 
state — the tripartite elite coalition 
comprising the leaders of the Liberal 
Democratic Party (LDP), top business 
management and elite bureaucrats — 
sees litigation as a threat to the political 
and social status quo. 








has led the Japanese elite to take 
deliberate steps to discourage litiga- 
tion. 

Japan's skilled and dedicated 
bureaucrats are the main controllers of 
social conflict and change, and elite 
bureaucrats may believe they act out of 
“a sincere desire to preserve unique cul- 
tural values and avoid the economic and 
social cost of litigation.” 

But Upham believes that while these 
bureaucrats’ efforts “to control the pace 
and course, if not the substance, of so- 
cial change in Japan, and reduce the 
amount of litigation, their anti-legalistic 
measures have failed to prevent litiga- 


| tion from playing an important social 


Therefore, he says, self-interest | cerning burakumin 


and political role in 
Japan." 

The impetus for change usually 
comes from the ruling coalition, as it 
does in connection with measures con- 


- Japan's non-ethnic 


contemporary 
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[Filipino-Chinese friendship arch in Manila. 


| origins was the astonishing influence 
which, thanks to Marcos, the Taiwan 
Kuomintang (KMT) government enjoy- 
ed in the Chinese community. It was 
Taiwan which decided what got taught 
in the Chinese schools, and who taught 
it. For the words of the interviewees 
to be intelligible and telling, the reader 
has to know that of all the places to be 
settled by the Overseas Chinese, the 
Philippines has had the strongest KMT 
presence. 

This was dramatically demonstrated 
in 1970, when the Yuyitang brothers, 
publishers of a progressive Chinese 
newspaper, were abducted and deported 
from Manila to Taipei. The two were im- 
prisoned, accused of publishing com- 
munist propaganda. They later found 
their way to Canada with the help of the 
International Press Institute; and it was 

















only with Marcos' departure from the 
Philippines in 1986 that they returned to 
Manila to restart their newspaper. 

None of the interviewees is named in 
the book, but telling details in the chap- 
ter headed *A Newspaper Editor" leave 
the reader in no doubt that the speaker 
was the elder Yuyitang brother. 

The other speakers have less extraor- 
dinary, if equally interesting, stories to 
tell, showing the ordinary gratifications 
and the ordinary deprivations that they 
share with everyone else. А seemingly 
casual remark can hint at deeper pre- 
judices and rivalries. The Cantonese, а 
member of the Fujianese majority tells 
the author, are arrogant and difficult to 
deal with. The Fujianese, says a Can- 
tonese, are not only stubborn and arrog- 
ant but are given to lying and cheating. 

— Lynn Pan 
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minority group of between 1 and 2 million 

— and industrial policies. But, it also 
comes from other social movements, às 
has happened in the case of employ- 
ment discrimination and pollution. 

Upham focuses on four major pollu- 
tion suits involving four Japanese cor- 
porations — Showa Denko, Yokkaichi, 
Тоуата and Chisso — filed in the late 
1960s. In all these cases, rulings were 
made against both industry and govern- 
ment. 

"The movements mobilised by the 
Big Four cases," Upham writes, “di- 
rectly challenged not only the limited- 
access, consensus-based style of the 
governing elite, but also, what is 
perhaps more important, the self-image 
of the Japanese as preferring harmony 
to conflict.” 

To prevent Japan’s fragmented en- 
vironmental groups from consolidating 
their action on a nationwide scale, and 
prevent their legal and political tactics 
from spreading to other issues, Upham 
says the ruling coalition had to eliminate 
the pollution that had been the underly- 
ing cause of political dissatisfaction, and 
settle the moral accounts which sprung 
from the actions of business and govern- 
ment in the course of the pollution episode. 

The bureaucracy regained con- 


trol by inviting citizen participation | 


in what is known as environmental im- 
pact assessments, which operate dif- 














ferently from their US counterparts. 

In the US, assessment guidelines and 
criteria are legally enforceable in court 
because they are mandated by statute. 
In Japan, each ministry develops its own 
guidelines in coordination with the En- 
vironment Agency, and whether an 
agency or company complies is not sub- 
ject to judicial review. 

In the third chapter, Upham explains 
how Japan’s Buraku Liberation League 
(BLL) resorts to denunciation tactics, 
which means directly confronting those 
accused of discriminating against the 
burakumin either by using verbal 
threats or, in some cases, physical vio- 
lence, rather than litigation 

This attitude appears to satisfy 
Japan's bureaucracy, while also allow- 
ing the BLL to help administer welfare 
programmes in so-called integration 
neighbourhoods it controls. "The result 
is that the BLL becomes the only chan- 
nel for benefits; without BLL certifica- 
tion of status [for burakumin], no appli- 
cation to the government bureau is con- 
sidered complete." 

Upham reaches the conclusion that 
while the Japanese legal system appears 
to function on the basis of harmony, 
consensus, and compromise rather than 
legally binding rights and duties, it is 
also vulnerable to exploitation by the 
bureaucracy, industrialists and. LDP 
politicians. — William Wetherall 
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Images of 
the Orient 


Cinema and Cultural Identity: Reflec- 
tions on Films from Japan, India and 

| China edited by Wimal Dissanayake. 
University Press of America. No price 
given. 


here is honourable intent as well as 

| a tinge of irony in the title of this col- 

lection of essays about cinema in Japan, 

China and India. The question of "cul- 

tural identity" is pitted against an art 

form called cinema. The latter was "in- 

| troduced to Asia from the West," ac- 

cording to the editor, Wimal Dis- 

sanayake, whois one of the organisers of 
the Hawaii International Film Festival 

This results in a “constant tussle | 
tween the imported nature of | 
medium and the unyielding will to bend 
it in the service of exploring indigenous 
experiences and culturally sanctioned 
values, beliefs and lifeways.” 

If cinema and the notion of cultural 
identity are meant as differing attitudes, 
| then the title is clearly ironic. However, 
it may be argued that such irony is 
| purely of academic interest. Filmmak- 
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ers, surely, would not be 
overly concerned about 
whether their medium is an 
imported or indigenous one. 
Hence, it may be said that in 
their minds, such a tussle 
would not exist. It is not the 
medium but the message that 
counts. 

The nature of the medium 
is less the subject of the 
book, however. The key 
words remain "cultural iden- 
tity." The authors of the va- 
rious essays, mostly well- 
known film critics including 
Donald Richie and Tadoao 
Sato on Japanese films and 
Paul Clark and Tony Rayns 





| Hindi films: culture independent of politics. 
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on Chinese films, manage to 
draw more than a thin line between cul- 
tural identity and the concept of 
nationalism. It is often difficult to sepa- 
rate the two. In the essays concerning 
the films of China and India, nationalism, 
ics and culture are terms which are 
‘ed lightly. The three concepts are 
often deliberately intermingled as one 
by the filmmakers of these respective 
countries. 
To the credit of many of the authors, 
their essays hold out culture as an 
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emblem; as something tangible which 
dominates the consciousness of 
filmmakers despite the interplay of poli- 
tics and ideas of nation and country. 
However, in such essays as The Destiny 
of Samurai Films and Songs in Hindi 
Films: Nature and Function the exist- 
ence of culture independent of politics 
or nation-building is taken for granted. 

In other essays, such as Paul Clark's 
The  Sinification of Cinema and 
Chidananda Das Gupta's The Painted 


In and out of Africa 


The Star Raft: China's Encounter with Africa by Philip Snow. Weidenfeld and 


Nicolson. £14.95 (US$27.80). 


fter a rocky start because of the fail- 

ure of the Chinese communists’ so- 
called missionary period in Africa in the 
1960s, China’s policy towards that con- 
tinent today is more pragmatic, though 
it is still fraught with misapprehensions. 
This is the story Philip Snow re- 
its in The Star Raft: China's En- 
uers with Africa. The 1970s Tazara- 
Tan-Zam railway project across Tan- 
zania, for instance, was a prodigious 
achievement; not least, as Snow points 


out, because the 25,000 Chinese techni- | 


cians stationed there for five years left 
no half-Chinese offspring behind. 

But Chinese  self-righteousness 
sometimes spoiled the effect. The 
Chinese interpreters used to correct the 
Swahili of their Tanzanian colleagues, 
while the engineers would not collabo- 
rate with the engineers from the other 
railway projects financed through 
foreign aid, so the Tazara remained in- 
conveniently separated from other pro- 
jects. Africans also found their Chinese 
benefactors socially aloof and unbend- 
ing. 
Moreover, the Chinese could not 
consummate an ideal hand-over at the 
end. While recognising African de- 
ficiencies in maintenance and repair, 
they were reluctant to leave advisers be- 
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hind after the completion of the work, 
and so the railway deteriorated. 

Today, in this pragmatic era, China 
is harnessing her know-how to Western 
finance and African labour. On that 
basis, Tazara is flourishing again. But 
what China could most usefully do now 

















ut 


| wards 


| Chung. à 


Face óf Politics: The Actor- 
Politicians of South India, 
culture remains very much à 
sub-theme. Despite the best 
efforts of filmmakers and 
other creative artists, cul- 
ture is subordinate to larg 
er —. more political con 
cerns. 

In such circumstances 
culture is a means to attain 
| poweroris usually employed 

as a tool of propaganda by 
| those who hold power. Un 
| fortunately, none of the es 
sayists has really attempted 
to analyse the role of politi- 
cians and cultural bureau 
crats — as distinct from crea 
tive artists in lostering а 
sense of cultural identity 

The tone of the book is uneven, 
which is perhaps to be expected since it 
deals with three different cultures. It 
seems evident too that some of the es- 
says were not originally written in Eng 
lish, though there is no notification 
about translation. On the whole, it is a 
helpful attempt to define what is unique 
and outstanding about the films of the 
three cinematic giants of Asia 
— Stephen Teo 


VICA GARBUTT | 


is press home to the Africans the mess- 


| age that socialism is not much good 


without some underlying capitalism to 
feed on. To divide the cake, first make 


| thecake. 


The underlying attitudes of China to- 
Africa, however, remain out- 
dated, parochial and racist, as the riots 
and demonstrations by African students 
in Tianjin and Peking in 1986-87 dem- 
onstrated. China's capacity to influence 
Africans has thereby been reduced 
Snow, son of the British scientist- 
novelist C. P. Snow, presents much new 
material on China's historical and re 
cent links with Africa. He explains that 
the earliest links between the two go 
back far beyond the "Star Raft" fleet of 
Admiral Zheng He (Cheng Ho in the 
old English history books) which sailed 


| to Africa in 1417 and gave Snow the title 


for his book. The first Chinese to visit 
Africa was apparently Du Huan in the 
late 8th century. 

In the present century, riots by 
Chinese miners in Johannesburg help 
ed topple the British Government in 
London in 1906 and catapulted Leung 
Quinn to fame as a valued collaborator 
of Indian leader Mahatma Gandhi in re 
sisting White South African oppression 

In this book, some Chinese come 
through with flying colours, like Fay 
third-generation Chinese 
from Canton who rose to become an 
education minister in independent Zim- 
babwe. But, the grey-faced bureaucrats 
of Peking still have a long way to go to 
win the trust of the Africans 

— Dick Wilson 
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BUSINESS AFFAIRS FINANCE 


Thai development bank's foreign exchange losses cast cloud over market 


In need of a safety net 


By Paul Handley in Bangkok 
AS about massive foreign-ex- 
change losses incurred by the semi- 
ublic Industrial Finance Corp. of Thai- 
and (IFCT) — and whether the Thai 
Government will cover them — is cast- 
ing a pall over the Securities Exchange 
of Thailand (SET) and fuelling political 
controversy. 

The IFCT is Thailand's only long- 
term credit institution, and though pub- 
licly listed, falls uncomfortably between 
being a private company and a public in- 
stitution. For the last decade the Minis- 
try of Finance (MoF) has helped pay for 
any exchange losses generated by 
IFCT's need to capture long-term for- 
eign funding. 

But the four-month-old government 
of Prime Minister Chatichai Choonha- 
van is less sympathetic, and it looks as if 
the MoF will demand major changes at 
the top of IFCT as the price of bail-out 
funds. 

The losses are extensive. As of 30 
September the firm had Baht 1.1 billion 
(US$44.27 million) in exchange losses 
to be covered this year, and another 
Baht 4.2 billion in unrealised losses. 
This is less than 1987's Baht 6.3 billion 
losses, but still more than enough to 
wipe out capital. 

Most worrying is that IFCT's request 
for Baht 763 million in bail-out funds 
from the MoF has met strong resistance. 

Already the company is talking of lit- 
tle or no dividend payment this year, for 
the first time in 24 years. An additional 
capital call planned for next year is un- 
likely to be very popular with sharehol- 
ders. But if the MoF does not help, it 
could force a substantial writedown of 
the company’s capital. This implies a 

ossible, though unlikely default on 
oans, many of which are guaranteed by 
the state. 

The current turmoil has cast a cloud 
over both the company and the SET. 
MoF's reticence is cited by brokers in the 
market's nearly 10% fall in recent weeks. 
IFCT's share poe has plunged from a 
high of Baht 275 this year to 98 on 6 De- 
cember, less than half of book value. 

Most observers in the Bangkok fi- 
nancial community expect the govern- 
ment will soon agree to give support. 
Some of the controversy has been 
driven by a personal wrangle between 
IFCT and а senior Finance Ministry of- 
ficial involved in regulating the IFCT. A 
close relative of the official was success- 
fully sued for defaulting on a substantial 
business loan by the IFCT earlier this 
year. 
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Over the past week 
IFCT officials have ap- 
peared more confident 
after extensive lobbying 
at the Prime Minister's 
office. 

A package of mea- 
sures to ensure IFCT's 
survival is to be pre- 
sented to the finance 
ministry. IFCT hopes the 
proposals can be put to 
the cabinet for final ap- 
proval later this month. 





The measures are ex- 

ected to include the 

Baht 763 million in- |” д 
terest-free loan from |Pramual: cautious. 





change losses. Most of 
the firm’s borrowings 
are approved andl 
guaranteed by the gov- 
ernment, and IF is 
exempt from taxes. This. 
makes its average eight 
to 10 year fixed-interest 
loans competitive with 
the commercial banks' 
short-term floating rate 
loans and overdraft 
facilities. As a result, 
ТЕСТ has won а solid 
share of fully secu 

low risk loans, to the 


may of commercial 
banks, and has paid out 
dividends averaging 





МОЕ, a capital increase 
next year, an issue of convertible de- 
bentures and moves that would allow 
IFCT to switch its funding base from 
offshore to onshore. 

With opposition politicians circl- 


ing for any issue which might leave the | 


government vulnerable to attack, a sim- 
ре cash injection might be difficult. 


any observers expect a significant | 


change in IFCT's board, and eventually 
its top management, as the price of a 
lifeboat operation. 

IFCT's troubles are little different 
from numerous state enterprises, also 
hobbled by large unrealised foreign-ex- 





14% for the past five years. 

But unlike state enterprises, IFCT's 
losses are not covered automatically 
under the budget. Set up in 1959 with 
support from the World Bank's Interna- 
tional Finance Corp., IFCT was in- 
tended to be a privately run operation. 
Thai investors, mostly the local private 
banks, had 5196 of the equity, and for- 
eigners the rest. 

Still, the largest shareholder was and 
still is the MoF, currently with 15.596. 
State-owned Krung Thai Bank has 9%, 
followed by Mitsui Bank with 5.3%, 
and then a string of local and foreign 


Bonds key to bail-out 


IFCT looks for domestic sources of financing 


lans for the ТЕСТ to become а full 

long-term development bank, or in- 
dustrial finance bank, are not new, and 
if it is rescued by the finance ministry, 
they could be realised. The hallmark of 
this transition would be the ability to 
raise long-term funds from the local 
market, and thus rid itself of the foreign 
exchange risks that it cannot currently 
avoid. 

At the moment the local bond mar- 
ket is dismally thin. The reasons for this 
are institutional. The government, 
through the Bank of Thailand (BoT), 
compels commercial banks and insur- 


ance companies to hold government | 
bonds as part of the reserves against | 


which their capital adequacy is mea- 
sured. 

This requirement makes it very dif- 
ficult for any potential bond issuer to 
find a market for its paper, and IFCT 





believes it could only compete in the 
market if its bonds were also allowed 
to count towards banks' capital adequ- 
acy ratios. Currently, not only is the 
appetite of the commercial banks like- 
ly to be dulled by being force-fed 
government paper, but also, the re- 
quirement acts as a brake on bond trad- 
ing. 

This year, the market has suffered 
two further blows. First, the govern- 
ment’s early redemption of several 
bonds in the first half of 1988 hardly en- 
couraged the market. And neither did 
November's cut by the BoT in commer- 
cial banks' minimum government bond 
holding requirement. 

The situation is complicated by the 
government's determination to keep its 
domestic borrowing down. Equally, the 
increasing savings-investment gap is 
given as a reason why widening the 
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banks and investment institutions. For- 
eign shareholders currently hold 41% in 
total. 

The blurred identity, neither a state 
enterprise nor a fully private one, is at 
the crux of the present controversy. On 
the one hand, ТЕСТ has little access to 
long-term domestic funds, but on the 
other hand, its foreign borrowings must 
follow government debt policy without 
guaranteed exchange loss protection. 

With some foresight an exchange 
risk safety net had Been established 
under the IFCT Act of 1959 by which 
MoF would help offset any exchange 
loss if it was more than reserves set aside 
for exchange risk. MoF was to lend 
funds to cover the losses, which IFCT 
would repay with 3% of net profits a 
year to a minimum of Baht 3.3 million. 


T exchange risk agreements only 
state, however, that MoF “may” 
choose to help. The assumption has al- 
wavs been that they would, and this is 
ir in subsequent amendments. Sukri 
...Jcharern, IFCT's president since 
1979, told the REVIEW that both Som- 
mai Hoontrakoon, minister of finance 
until 1986, and his successor Suthee Sin- 
ghasaneh made it clear they would pro- 
vide the expected assistance. This ex- 
кии is widely accepted, given that 
ommai is even now chairman of IFCT, 
and both Suthee and Sukri are closely 
identified with Sommai's policies. 
However, owing to vague wording in 
the agreement, and the August change 
of government, IFCT found itself vul- 
nerable. Pramual Sabhavasu, the new 
finance minister, cautiously passed the 
bail-out issue to the Judicial Council, 
the nation's highest legal interpretative 


pen 
n 24 November the council ruled 


bond market would be damaging. But 
IFCT executive vice-president Aswin 

igsiri believes the IFCT's funding re- 
yuirements are too small to cause con- 
cern. "Five billion baht is not large," 
Aswin says, compared to the Baht 800 
billion that is in the financial system. 

Only a BoT ruling is needed to give 
the firm the go-ahead. But IFCT also 
hints it would like other incentives for 
investors to buy its paper. 


т are independent indications 
that demand for long term paper of 
one sort or another might be about to pick 
up. For example, Thailand's insurance 
market is growing at a very rapid rate, al- 
beit from possibly the smallest base in 
Southeast Asia. This will in turn create a 
larger demand for long-term paper. 

e IFCT would probably also like 
to be permitted to take deposits, in 
effect becoming a full commercial bank. 
But that would entail re-writing the 
IFCT Act, and would generate strenu- 
ous resistance from existing commercial 
banks who already feel IFCT has an un- 


eee ل‎ 
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that under strict legal interpretations, 
the IFCT Act only obliged the MoF to 
cover exchange losses stemming from 
shifts in the baht's parity with a fixed 
standard — mn gold, according 
to the council. Yet the baht was floated 
from gold in 1958 and, as a further dis- 
ualification, was floated from the US 
ollar in 1978. 

This does not prevent MoF from 
helping; it only reinforces that there is 
no legal obligation. Following the rul- 
ing, and a negative reaction at the SET, 
Pramual stated his intention to help the 
IFCT, but gave no details. 

The likely option is that an interest- 
free loan will be forthcoming, but under 
a рак regime that requires 30% of 
I 's net profits rather than 3%. This 
is apparently what Suthee told Sukri he 
would require in late 1987. Thirty per- 
cent is the same rate IFCT would pay if 


fair advantage in its non-taxed status. 

So it has been studying the experi- 
ence of the Seoul-based Korean Long 
Term Credit Bank (KLTCB), a rela- 
tively autonomous institution formed in 
1980 from the Korean Development Fi- 
nance Corp. Aswin says the latter was in 
a similar position of ТЕСТ, not diver- 
sified and facing funding difficulties. 
KLTCB operates several subsidiaries in 
securities, leasing, short-term finance 
and the credit-card business. 

The IFCT now has all but the last. In 
early 1988 IFCT took a major share in 
Bara Finance and Securities, and it also 
operates The Mutual Fund Co., which 
has an institutional monopoly on domes- 
tic mutual funds and is the agent for 
numerous foreign closed-end funds in- 
vesting in the SET. 

Earlier this year BoT compiled a re- 
ort on the role and future of IFCT. 
his study has not yet been released, 

and IFCT executives say they do not 
know what is in it. But many believe its 
conclusions followed the lines of current 
IFCT thinking. — Paul Handley 
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it was not tax-exempt, and at historical 
levels would be about Baht 100 million a 
year. At a 7% growth rate, informed 
sources say, thé company thinks it could 
make up the total exchange losses in 15- 
18 years. This assumes that IFCT will be 
given incentives to raise funds domesti- 
cally. 

But the system that brought about 
the problem, and the remaining Baht 4 
billion-plus of unrealised losses, would 
still not be addressed. Many feel that 
after MoF bailed them out from a large 
exchange loss in 1978, the management 
cast its forex caution to the wind. IFCT 
was required to set aside 1.596 of out- 
standing foreign-exchange borrowings 
against exchange losses, above which 
(as in 1978) the MoF support would be 
called in. These were nearly wiped out 
in the 1981 and 1984 devaluations, but 
not quite. 

From about 1980, Sukri pushed the 
institution towards a rapid-growth stra- 
tegy, and ТЕСТ challenged commercial 
banks in lending, backed by cheap yen 
and Eurocurrencies. One successful tac- 
tic in the high-interest rate environment 
of the early 1980s was to borrow com- 
mercially lump-sum money, rather than 
that disbursed on project need, and then 
lend into the interbank market. When 
liqudity soaked the market from late 
1985, Sukri nimbly turned IFCT to- 
wards stronger fee-based income, partly 
focused on the SET, of which he was 
president before moving to the IFCT. 

The strategy was successful in boost- 
ing profits, as shown by the consistently 
high dividends. But critics fault Sukri 
for overly emphasising lending and pro- 
fit growth, and ignoring the risks. De- 
ferred losses (on borrowings up to 25 
years), booked as assets, were Baht 1.9 
billion in 1985 and rocketed to Baht 4 
billion a year later. The figure hit Baht 
6.3 billion at end-1987. 

Meanwhile, in the same period, re- 
serves for foreign-exchange losses drop- 
ped from Baht 284 million to 5 million. 
Only in recent months has the manage- 

















101 





ment decided to set aside 2.5% as reserves. 

The company argues that it had no 
options. With a stillborn local capital 
market, long-term baht funding was not 
possible. Furthermore, IFCT paper 
does not qualify as a category of govern- 
ment bond which the commercial banks 
must buy as part of their capital adequ- 
acy provisions. 

ukri says in offshore borrowing 
IFCT was stuck with the MoF's borrow- 
ing regime. Under Sommai and Suthee, 
Thailand avoided the weaker dollar, 
while the baht remained strongly linked 
to the US currency. (Banking forex 
specialists estimate the dollar has an 85- 
95% weighting in the Bank of Thai- 
land's basket of currencies used to man- 
age the baht.) 

Japanese-educated Sommai is often 
faulted for the country's steep tilt to- 
wards soft yen loans. IFCT borrowed 
similarly, from the World Bank, Asian 
Development Bank, and prominent 
government institutions like the West 
German Kreditanstalt Fur Wiederauf- 
bau and the Japanese Overseas Eco- 
nomic Coopera- 
tion Fund. Those 
and private loans, 
from Citicorp and 
the Long Term 
Credit Bank of 
Japan for example, 
all had to gain MoF 
approval. 

“These are the 
same sources which 
the government 
borrows from,” 
said executive vice- 

resident Aswin 
ongsiri. "In 
hindsight we should have had dollars." 

Hedging options hardly existed as 
well — the longest forward cover availa- 
ble is six months, and costs the same as 
borrowing long-term locally. IFCT did 
swap a yen-bond issue into Swiss francs, 
which Aswin says cut potential losses. 
But such attempts were few. 

Given the lack of flexibility, "there 
still was some measure of irresponsibil- 
ity," says one local finance official 
familiar with IFCT. For instance, the 
funds loaned interbank could have been 
better employed in hedging foreign-ex- 
change risk. Company insiders say the 
problem was not discussed openly and 
was avoided in shareholder meetings 
with the explanation that MoF would 
take care of things. 

For these reasons some think that 
the company's senior management 
might not survive past the expected 
transformation into a solid long-term 
credit bank. Both Sommai and Suthee 
have seen their influence in the govern- 
ment shrink rapidly, which means there 
is little high-level personal support for 
Sukri himself. In a government wary of 
offering the opposition easy targets, 
there might have to be a sacrificial lamb 
or two. 
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Debating the NEP 


Mahathir and think-tank disagree over policy 


By Nick Seaward in Kuala Lumpur 

he sensitive subject of Malaysia’s 

New Economic Policy (NEP), has 
been thrust into public debate with the 
re-affirmation by Prime Minister Datuk 
Seri Mahathir Mohamad of his commit- 
ment to the continuation of the policy's 
most controversial aspects after its sche- 
duled expiry in 1990. 

Mahathir’s remarks were taken as a 
warning to the ethnic Chinese and In- 
dian members of the ruling National 
Front coalition not to push him on the 
issue of the NEP. They were also seen as 
an attempt to set the ground rules for 
public discussion on what kind of policy 
should be adopted as a successor. 

However, almost in defiance of the 
prime minister’s lead, the semi-official 
think-tank, the Malaysian Institute of 
Economic Research (Mier), came out 
with a strong attack on the NEP, accus- 
ing the policy of producing a “rentier 
entrepreneurial class" among the 
Malays, instead of a broad-based com- 
mercial and industrial Malay commun- 
ity. 

` Mahathir was speaking at the open- 
ing of an economic forecasting confer- 
ence called by Mier in Kuala Lumpur on 
29 November. After giving assurances 
that "everyone will be fully consulted 
before we decide on what form the pol- 
icy will take and what strategies will be 
adopted," Mahathir went on to state 
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Take-off aborted 


Japan's fledgling aircraft industry suffers bitter blow 


By Charles Smith in Tokyo 
TO hopes of Japan's Ministry of In- 
ternational Trade and [Industry 


(Miti) for the nation's fledgling aircraft 
industry were dealt a rude blow in late 
November when All Nippon Airways 
(ANA) decided not to buy the V2500 
engine, an advanced low-noise jet en- 
gine which Japan developed in partner- 
ship with four other nations at à cost (to 
Japan) of ¥84 billion (US$693 million). 

The ANA decision certainly does 
not mean the end of the V2500 project. 
It is one of two advanced engines de- 
signed to power the European Airbus 
consortium's A320 airliner and, if any- 
thing, enjoysa slight technical edge over 
its rival, the CFM 56-5, developed by 
General Electric of the US and Snecma 
of France. Nevertheless, a thumbs 


П | down from Japan's second-biggest air- 
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that the main policy and strategy of the 
NEP — positive discrimination in 
favour of the indigenous Malaysian 
bumiputras, mainly ethnic Malays — 
will remain. 

The NEP was established after the 
1969 race riots with the twin aims of re- 
ducing poverty among all races in 
Malaysia and restructuring society so 
that race would no longer be identified 
with economic function. When im- 
plemented in 1970, around 1% of cor- 

orate equity was held by bumiputras. 

he aim was to raise this share to 30% 
by 1990 through the creation of a 
bumiputra commercial and industrial 
community with the help of soft lo 
and preferential admission standa 
for bumiputra students entering univer- 
sities. 

By 1990, government statisticians es- 
timate the bumiputra share will have 
fallen short of the target at 22%. How- 
ever, the basis on which these figures 
are compiled has been questioned by 
some economists, who claim that the 
true figure is already around 5%. 

Because of this controversy, many 
analysts had expected the government 
quietly to drop such a precise target fig- 
ure and adopt a more general objective, 
but Mahathir rejected any such notion. 
"The achievement of the 30% target of 
the bumiputra ownership of corporate 





line can hardly be seen as a good omen. 
Since the CFM 56-5 received its type 
certification earlier this year it has been 
ordered by a clutch of the world's 
biggest airlines, including Air France, 
Lufthansa, British Airways and North 
West. The V2500's buyers include Cyp- 
rus Airways, Indian Airlines and Pan 
American World Airways. But Pan-am 
is rumoured to be trying to find another 
airline to take over its purchase rights. 
The problem about the V2500, ac- 
cording to ANA, is simply that the en- 
gine is too new to have a track record, 
whereas the CFM 56-5 is already flying. 
The five-nation consortium (Japan, the 
US, Britain, West Germany and Italy), 
which developed the V2500 took longer 
than expected to get its act together, 
with the result that the engine will only 


15 DECEMBER 1988 e FAR EASTERN ECONOMIC REVIEW 










stock and [the enhancement of] their 
participation in the commercial and cor- 
porate sector cannot be abandoned," he 
said flatly. 

Mahathir also re-affirmed his com- 
mitment to the other main plank of the 
NEP — the eradication of poverty re- 
gardless of race — but he gave a broad 
hint that the temporary relaxation of the 
restructuring provisions of the Industri- 
al Coordination Act (ICA), as applied 
to export-based manufacturing invest- 
ment, would be made a permanent fea- 
ture of the NEP Mark II. 

The uncompromising nature of Ma- 
hathir's remarks raised speculation that 
his speech was a warning to Malaysian 
Chinese Association (MCA) leader 
Datuk Ling Liong Sik not to make the 
NEP an issue. Rumours have been cir- 
culating in Kuala Lumpur that the 
reason for Ling's abrupt departure on 
six weeks' unpaid leave on 1 October 
(REVIEW, 1 Dec.), was to protest 
aoainst the MCA's exclusion from dis- 

ions on the formulation of a new 

vucy by Mahathirs New United 

alays National Organisation, or 
Umno (Baru). 


f that was the case, it is ironic that 

the strongest arguments against con- 
tinuing the NEP have come not from the 
MCA but from Mier, which is partially 
government-funded and headed up by 
Malays. 

Presenting Mier's view on the second 
day of the conference, executive direc- 
tor Kamal Salih said the restructuring 

rovisions of the NEP have been "a de- 
inite failure." Rather than creating a 
bumiputra commercial class, he said 
NEP had given rise to a narrow band of 





receive type certification for mounting 
on the A320 in spring 1989. 

If ANA had bought the engine, it 
wonld have difficulty in reselling its 

‘Os to other companies and might 
nave obtained less attractive terms for 
financing the purchase, the company 
suggests. Such difficulties will not apply 
with the tried and tested CFM 56-5. 


T ANA decision underlines the fact 
that Japan, despite its industrial 
might, is still a pygmy when it comes to 
aircraft and aeroengine manufacture. 
The civil side of the industry, with sales 
of about ¥700 billion a year, is heavily 
dependent on a single aircraft, the Boe- 
ing 767, for which Japanese companies 
act as subcontractors to Boeing Aircraft 
Corp., making roughly one-sixth of the 
components. 

Miti hopes to work with Boeing on 
the development of an advanced 150- 
seater aircraft which would be designed 
as a competitor for the A320 and which 
might use the V2500. But the project, 
known as the 7J7, has been shelved in- 
definitely by Boeing because of a lack of 
airline interest. 
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Malaysia's educational institutions. 
While discrimination in favour of 
bumiputras has created more oppor- 
tunities for them to achieve more and to 
attain managerial status, Kamal said, 
"the institutionalisation of mediocrity is 
a by-product." He said that Malaysia 
now has a major problem with graduate 
unemployment and a "skills gap" at the 
sub-professional and technical level. 
Although Mier believes the NEP will 
probably achieve its target of reducing 
the incidence of poverty from 49.395 of 
all households in 1970 to 17% by 1990, it 
also reckons that disparities between 
the rich and poor within ethnic group- 
ings are getting worse. In order to prom- 
ote genuine wealth creation that will fil- 
ter down to all sections of society, eco- 





Apart from that, the ministry is toy- 
ing with the idea of building a 75-seater 
turbo-jet aircraft to serve as a replace- 
ment for the ageing YS-11, Japan's first 
post-war aircraft venture. The so-called 
YS-X would need a foreign partner 
since Japan's domestic aviation mar- 
ket is too small to support the pro- 
ject. 

Miti claims Japan needs to develop 
civilian aircraft manufacturing pons to 
reduce excessive reliance on defence or- 
ders, and partly because the industry is a 
good place in which to nurture ad- 
vanced engineering skills. 

Another point, Miti says, is that air- 
craft development ventures provide a 
good chance for Japan to build co- 
operative relationships with countries 
such as the US, which normally find 
themselves the targets of over-competi- 
tive Japanese exports. 

The cooperation angle sounds at- 
tractive in theory. But the snag has been 
that Miti lacks the power to guide the 
activities of joint ventures composed of 
manufacturers from several different 
nations, as effectively as if they were 
purely Japanese. 





Mahathir: warning. еко 
ene vonis اک‎ QUT: Жн ар РЕЙ 
tycoons living off investments, who 
went bust when recession hit the coun- 
try in 1985. 

Kamal also hit out at the way in 
which standards have been lowered in 








nomic liberalisation to introduce free 
market forces was needed. A genuine 
bumiputra commercial and managerial 
class will have to be created through the 
conditions of greater competition, 
Kamal said. 

In the place of the NEP, Kamal 
suggest a new outline prospective plan 
for 1990-2000 that focuses on income 
doubling. By 1990, Mier believes that 
Malaysia should have recovered to its 
1984 per capita GNP level of USS2, 100. 
The target for 2000 should, Kamal said, 
be US$4,000, requiring an annual 

rowth rate of the economy of some 
.2%. After taking into account an 
Svr up ponte rate in the population of 
2.6%, Malaysia should be aiming for 
10% real GDP growth every vear for 
the next 10 years. 

Mier estimates that the capital in- 
vestment needed to achieve this growth 
over the period will be US$136 billion. 
This, Kamal says, is well within the 
domestic savings abilities of the country 
and therefore should not entail any in- 
crease in Malaysia's foreign debt. The 
only major hurdle in the way is 
Malaysia's inefficient use of capital. 
Malaysia's incremental capital output 
ratio (ICOR) — an index of capital effi- 
ciency — is a poor 7:1. 

An ICOR of 7:1 means that Malaysia 


| needs seven dollars of investment to 


produce one dollar's worth of additional 
economic output. This ratio is more 
than double the efficiency rate needed 
to convert the US$136 billion invest- 
ment into the economic growth envis- 
aged by Mier. It compares with an esti- 
mated 4:1 currently being achieved in 
neighbouring Indonesia and a regional 
average of 2:1. п 





Miti officials also complain that the 
ministry is not allowed to put pressure 
on Japanese airlines to buy Japanese- 
made engines or aircraft, though it can 
explain to them its policies for develop- 
ing the industry. The ban on direct sales 
pressure is the result of a Gatt code (dat- 
ing from 1980) which specifically pro- 
hibits member governments from get- 
ting involved in aircraft sales. 

Aircraft industry analysts suggest 
that, despite the Gatt ban, Miti may 
have applied some “underground” pres- 
sure on ANA to buy Japanese. But such 
pressures are hardly likely to have 
equalled those applied at the time of the 
notorious Lockheed affair when ANA 
came under strong political pressure to 
buy Lockheed TriStar aircraft equipped 
with Rolls-Royce RB211 engines. 
Politicians, including former prime 
minister Kakuei Tanaka, were later 
shown to have accepted bribes in return 
for having pressured ANA. Unhappy 
memories of the Lockheed affair may 
explain why ANA had no hesitation in 
brushing aside tactful suggestions from 
Miti that it might be helpful to place an 
order for the V2500 engine. п 
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TRADE 


An open-and-shut case 


EC government heads say Europe will not become a fortress 


By Shada Islam in Brussels 


8 the most detailed and vigorous 
statement yet on the relationship be- 
tween the EC's planned single market 
after 1992 and the outside world, the 12 
EC heads of government have promised 
their major trading partners that 
Europe “will not close in on itself," be- 
coming à fortress. 

But it is questionable whether the 
EC statement will reassure Japanese 
firms which are currently the target of a 
"new generation" of EC trade attacks, 
focusing on photocopiers and cars made 
in the US and exported to EC markets. 
Or that European industries, hoping to 
retain or even reinforce existing import 
barriers, will be deterred by their gov- 
ernments' noble statements to strive 
for an open and constructive dialogue 
with Asia and other developing re- 
gions. 

The EC statement is the first time 
that the controversial "external as- 
pects" of 1992, when the EC intends to 
remove internal trade barriers between 
member states to create a unified mar- 
ket, have been tackled in such detail. 


LABOUR 





Other recent EC declarations of intent 
not to create a fortress Europe have 
come from European Commission offi- 
cials and, more rarely, from EC foreign 
ministers. 

The EC commitment, made at the 
traditional end of the year Euro-summit 
— held this time on the Greek island of 
Rhodes — is part of the first-ever joint 
declaration by the 12 countries clarify- 
ing the international role of the Euro- 
pean po In it, the heads of gov- 
ernment pledge to "strengthen and ex- 
pand the role of the EC and its member 
states on the international political and 
economic stage." But, at the same time, 
the heads of government promise that 
1992 Europe will be a partner and not à 
fortress Europe. 

The statement, timed to come out 
just hours before the mid-term review of 
the Gatt Uruguay Round of trade talks 
were to start in Montreal on 5 De- 
cember, is clearly aimed at reassuring 
Japan, the US and developing countries 
about Europe's continuing commitment 
to free trade. But, the hours spent by of- 


Samsung under siege 


South Korean union federation flexes its muscles 


By Mark Clifford in Seoul 


abour turmoil at Samsung Heavy 

Industries, which was forced to close 
its shipyard on 1 December, is shaping 
up into a concerted union assault on the 

iant Samsung group — the last major 
uth Korean group-without indepen- 
dent unions. 

The increasingly bitter dispute at 
Samsung, which has also been forced to 
suspend operations at its heavy machin- 
ery plants in the Changwon industrial 
complex near Masan, is a major test for 
the new leaders of the Federation of Ko- 
rean Trade Unions (FKTU). 

The FKTU, the umbrella organisa- 
tion for the country's 1.5 million union 
members, has threatened to boycott 
Samsung products if the company does 
not allow union attempts to organise the 
workforce. 

Samsung prides itself on its progres- 
sive employee relations. Management is 
also blunt about its attempt to keep 
unions out. "Samsung's philosophy is to 
be free of unions," says a public rela- 
tions official at Samsung Heavy. It 
backs up that philosophy with a carrot- 
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and-stick approach towards its employ- 
ees. There is a well-developed grie- 
vance procedure; an "open door policy" 
for allowing employees to take com- 
plaints to supervisors; and wages that 
are above the industry norm. 

But employees who have tried to 
form unions complain that the company 
bends the law. As a first line of defence, 
it sets up “paper unions,” staffed by 
management sympathisers. Under 
South Korea’s trade union laws, only 
one union is allowed in each workplace, 
so employees who want to form au- 
tonomous unions are unable to register 
with local labour authorities. 

According to labour activists, Sam- 
sung has also kidnapped workers on 
several occasions. Samsung denies the 
kidnapping charges, though executives 
have said they will sometimes seek to 
“persuade” workers that forming a 
union is not in their best interests. 
“They ruthlessly fire, transfer and 
humiliate workers who try to engage in 
organising activities,” says an FKTU 
adviser. 


SAYS Ew т = 


ficials in preparing the final “explanat- 
ory text” proves that the internal EC de- 
bate on how open the EC market should 
be is by no means over. 

The Rhodes declaration does, how- 
ever, represent an impressive victory 
for what some officials in Brussels de- 
scribe as the “northern liberal free mar- 
keteers” of the EC. These include Bri- 
tain, West Germany, the Netherlands 
and Denmark. The southern EC states, 
led by France, are still not fully con- 
vinced that foreigners should be given 
completely free entry to the single 
European market. 

The Spanish and French call for strict 
reciprocity did not find their way into 
the final communiqué. Although their 
officials are believed to have lobbied 
hard for inclusion of the controversial 
concept, insisting that only countries 
which gave “equal access” to European 
firms should be allowed to benefit from 
the single EC market, they finally set- 
tled for a more prudent approach ad^ 
cated by London and Bonn. 

Other top foreign econo; 
priorities set out in the Rhodes com- 
muniqué focus on “working closely and 
cooperatively" with the US and forging 
"closer political and economic relations 
with Japan." Relations with the Scan- 
dinavian nations will be “strength- 
ened," and contacts with the Soviet 
Union and its allies improved, say the 
12 leaders. 


Samsung's late founder, Lee Byung 
Chull, was adamant in his opposition to 
unions. Union activists say his son, Lee 
Kun Hee, who took over as Samsung 
chairman in November last year has 
continued the same brand of aggressive 
anti-union policies. 

While the strike at Samsung Heavy 
centres on independent unions, not on 
wages, the unit is a poor performer. In 
1987, it lost Won 27.9 billion (US$4C 72 
million) on turnover of Won 557 billi 

Trade unionists see the tussle at 
Samsung Heavy as the opening salvo 
in the battle to organise the other 
Samsung companies. They note that 
all of Seoul's major hotels are organis- 
ed, except Samsung's Shilla Hotel; 
all of the capital's major newspapers 
have unions, except Samsung's Joon- 
gang Ilbo; and all of the major insur- 
ance companies are unionised, except 
Samsung's Ankuk Fire & Marine Insur- 
ance. 

The FKTU is in a much stronger pos- 
ition to act, since it reshuffled its execu- 
tive staff at an extraordinary general 
meeting on 9 November. Park Chong 
Keun, president of the textile workers' 
federation, was elected FKTU presi- 
dent. Park, who was purged in 1981 by 
the Chun administration, and the new 
slate of FKTU executives are deter- 
mined to use the federation for political 
objectives, including encouraging union 
activists to run for political office. п 
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` Australia, New Zealand and Canada discuss a trade pact 


By Colin James in Wellington 


T governments of New Zealand, 
Australia and Canada are to fund 


studies into establishing a free trade 
pact between the three. The idea is in- | 
tended to stimulate East Asian coun- | 


tries into considering dismantling bar- 
riers which hamper trade with the three 
Commonwealth countries. 

The research will develop ideas put 
forward by Sir Frank Holmes, a former 
chairman of the New Zealand Planning 
Council, in a report to the market deve- 
lopment board, which was released on 2 

: December. 

New Zealand Minister of External 
Relations and Trade Mike Moore, 
Canadian High Commissioner Douglas 
Small and Australian Deputy High 
Commissioner Gregory Urwin, told fe 
REVIEW they favoured further research 

J- and their governments were prepared to 
< fund it. 

But they stressed that multilateral 

free trade remained their governments’ 

objective, and the research should be 
seen only as a backstop for that aim. 


| Amixed bunch 





If the global trading environment 
should become more protectionist, a 
CANZ (Canada, Australia, New Zea- 
land) agreement would act as a stepping 
stone to wider free trade — most nota- 
bly with East Asian economies. The 
three countries took pains to stress 
they did not want to form a white trade 
club. 

Holmes' initial study, which was in- 
itiated by Moore, attempted to find 
further applications of the free trade 
concepts embodied in the closer eco- 


nomic relations (CER) trade agree- | 


ment between Australia and New 
Zealand. 
Moore is anxious New Zealand 


should not become economically and 
politically absorbed into Australia as a 
result of the rapid integration of the two 
economies CER has stimulated. 

But as solutions go, a CANZ free 
trading zone is something of a long shot 
since, according to Holmes, New Zea- 
land and Australia together take less 
than 1% of Canada's exports while 


Mongolian Government figures reveal an uneven performance 


By Alan Sanders 

M? Government efforts to 
modernise the country’s ailing 

economy appear to have had little im- 

pact so far. The traditional strengths 

and weaknesses of the economy remain 


undisturbed despite a major shake-up of | 


“industrial management earlier this year 
| (REVIEW, H Feb.). 
|. Figures for the first nine months of 
=the year, if taken at face value, show 
‘that though industrial enterprises as a 
-whole overfulfilled production targets 
“by 2.995, serious problems remain in 
major industries, the export sector, 
agriculture, mining and the environ- 
ment. 
Planned output levels fell short in 68 
plants by Tugriks 33.1 million (US$9.86 
million). The most significant shortfall 





was in the cement industry which saw | 


output n by 12.7% against the same 
period of last year. Building activity, 
however, has reportedly not suffered. 
| Several plants in the export sector 
are said to be operating at a loss, includ- 
“ing the Darhan sheepskin goods fac- 
tory, and two sawmills. 
vos Fluorspar is mined, and forms а 





major export to the Soviet Union's steel 
industry. The official statistics say 
388.000 tonnes were mined in the 
period. This figure is difficult to inter- 
pret since in 1986 — the last year for 
which a production stood at 780,000 
tonnes. 

Two furniture factories and a coal- 
mine at Nalayh are also losing money. 
Coal output overall. though, is 1376 
up on the same period of last year, due 
mainly to increased productivity in the 
country's modern open-cast mines. 

Meanwhile, Mongolia's infant steel 
industry, which produces some 400-500 
tonnes of castings from scrap, is report- 
edly back in the profit after operating at 
a loss. 

The agricultural sector offers a simi- 
lar mixed bag of results. Livestock loss- 
es since the beginning of the year have 
reached 1.6 million head, 300,000 up on 
1987. Apart from disease and neglect, 
the losses are also a result of increased 
cattle rustling near the main industrial 
towns. Overall livestock holdings have 
continued to decline, with the number 
of surviving newborns slipping to 8.4 








Canada takes less than 2% of Australia 
and New Zealand's exports. Despite - 
that, Holmes thought a free trade agree- 
ment might lead to much increased 
trade — particularly as Canada has one 
of the world's most protected agricul- 
tural sectors, and both Australia and 
New Zealand are agricultural export- 
ers. 

Separate studies on improving trade 
links with East Asia are under way in 
Australia and New Zealand. And partly 
because of its interest in East Asia, Aus- 
tralia is the least enthusiastic of the 
three countries about the CANZ ini- 
tiative. 

Farmers in Australia and New Zea- 
land have urged that the first extension 


| of CER should be with South Korea or 


Taiwan. Holmes has urged a special re- 
lationship with Asean — ап idea given 
some support by Singaporean Prime 
Minister Lee Kuan Yew during а visit to 
New Zealand and Australia in Novem- 
ber. Y 
But early liberalisation of trad d 
East Asia is considered unlikely, so tne 
first overtures have been to a country 
with which Australia апа New Zealand 
share a British heritage and other cul- 
tural similarities. Agreement with 
Canada is also seen by some as a 


step towards шеша the CER 
with the US-Canada Free Trade Agree- 
ment. п 








million this year, 116,000 down on 
1987. 

State purchases of milk, wool and 
leather were below target. Milk de- 
liveries were up on last year, though 25 
of the 39 farms supplying milk to capital 
Ulan Bator and main cities provided 
less than planned. 

Mongolia's trade unions recently 
criticised shortages of milk, meat and 
laundry soap, a major product of the 
livestock industry. 

The arable farm sector was more 
cessful. Grain yields have risen, though 
Agriculture Minister Sharavyn Gun- 
gaadorj believes output could be 
boosted further by the adoption of more 
intensive. farming methods and the 
proper application of fertilisers. The use 
of fertiliser in Mongolia lags a long way 
behind the Comecon average. 

The minister is also concerned about 
the growing threat of wind erosion. 
About 3096 of arable farmland suffers 
from erosion, yet many farmers still do 
not take the precaution of ploughing in 
strips. 

ongolia's continuing economic 
woes are expected to figure prominentl 
in the national assembly debates, nich 
are likely to be held soon, on next year's 
plan targets and budget. The country's 
problems were also discussed during 
ко member Molomjamts' visit to 
oscow, where he held talks with offi- 
cials on the progress of Soviet economic 
restructuring. п 
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Ahead on points 


IBM wins latest round in copyright fight with Fujitsu 


By Bob Johnstone in Tokyo 


he resolution of the thrée-year-old 

dispute between International Busi- 
ness Machines (IBM) and Fujitsu over 
software copyright will allow the Japan- 
ese firm to stay in the business of mak- 
ing big computers. Whether it will be 
able, under the terms of the new 
agreement, to compete more effec- 
tively with its giant rival is another 
matter. 

The dispute between the two firms 
dates back to a 1983 agreement. This in- 
volved Fujitsu paying IBM for informa- 
tion which allowed programs developed 
by the Japanese company to run on 
™®*{-compatible hardware. But the 

is of that agreement proved too 
vague and, in 1985, IBM accused 
Fujitsu of stealing its intellectual prop- 
erty. 

Current copyright law offers no clear 
guidelines about software. So, instead 
of taking Fujitsu to court, IBM asked 
the independent American Arbitration 
Association (AAA) to resolve the dis- 
pute. The result, which was announced 
on 29 November in New York, is an 
extremely detailed settlement that 
specifies exactly what Fujitsu may and 
may not do. 

The Japanese company has agreed to 
pay a total of US$833.2 million in fees 
for past and future use of IBM software. 
In addition, Fujitsu will pay to look, 
under strict supervision, at new IBM 
programs at a "special facility" adminis- 
tered by the AAA. 

In this way, it will learn what the pro- 
grams do, but not how they do it. In 1989, 
' e "peeks" will cost the Japanese 

US$25.7-51.3 million, depending 
on how much information it requires. 

The accord ends the latest 


then vice-minister Shigeru Sahashi as 
telling the US firm that "we will take 
every measure possible to obstruct the 
success of your business unless you 
license IBM patents to Japanese firms 
and charge them no more than a 5% 
royalty." 

Twenty-five years later, IBM got its 
own back. It became the first foreign 
firm to be granted access to the minis- 
try's portfolio of patents stemming from 
large-scale national projects. 

Although IBM was allowed to manu- 
facture in Japan, it has had to submit to 
Miti's guidance on the type and quantity 
of machines it can produce. In the past, 
it has even, according to former US 
trade negotiator Clyde Prestowitz, had 
to obtain the ministry's approval before 
introducing a new machine. As a result, 
IBM's share of the Japanese market is 
currently just 23%, compared with 
Fujitsu's 32%. 

Back in the early 1970s, IBM's near- 
monoploy in the world market for main- 
frame computers — known in the trade, 
on account of their size, as “big iron” — 
forced Miti and its charges, the Japan- 
ese computer industry, to make an un- 
palatable decision. To gain a piece of 
that market, they would have to pro- 
duce "plug-compatibles" — that is, 
exact copies of IBM machines. 


hey were not the first to come to the 

conclusion that copying was the only 
way to compete. In 1970, Gene Am- 
dahl, the designer of IBM's hugely suc- 
cessful 360 Series computers, left to 
form his own company. 

Initially, Amdahl's plug-compatibles 
— offering the same or better perform- 
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ance for a lower price — were а great 
success. But IBM retaliated by slashing 
its prices, leaving its much smaller rival 
floundering. 

In 1972, sensing a golden opportun- 
ity, Fujitsu stepped in and rescued Am- 
dahl. The Japanese swapped cash and 
manufacturing ability for the US firm's 
technology and 45% of its equity. The 
partnership has enabled Amdahl to cap- 
ture about 6% of the US and European 
markets for big iron. 

The other plug-compatible maker, 
Hitachi, markets its products via Na- 
tional Advanced Systems in the US and 
Comparex Olivetti in Europe. In addi- 
tion to its 20% share of the Japanese 
market, Hitachi has a 3% share in the 
US and an 11% share in Europe 

In the plug-compatible business, cus- 
tomers typically buy one IBM machine, 
then, when they need more capacity, 
they add a plug-compatible (which usu- 
ally sells for around 20% less than the 
real thing) on which they can run their 
existing IBM software. 

The trouble with this strategy for the 
plug-compatible makers is that profits 
in the big iron business increasingly 
come from software. At a time when 
sales of hardware are sagging, IBM's 
profits on its operating systems — the 
programs which run the client's applica- 
tions — are reportedly increasing by 20- 
30% a year. 

Thus, to maintain competitiveness 
with their giant rival, the Japanese have 
had to develop their own operating sys- 
tems. That is why they need to buy in- 
terface information from IBM to ensure 
that their software will work on IBM 
hardware — without plagiarising IBM's 
programs. 

This, according to Baring Securities 
senior analyst Tom Murtha, is a bit like 
trying to transcribe a Bach lute suite for 
the trombone. In addition to being dif- 
ficult to do, Murtha adds, such a trans- 
cription is hardly likely to satisfy a lis- 
tener expecting a particular type of per- 
formance. 

In other words, there is no 








round in a heavyweight con- 
test that has been going on 
for almost 30 years. At stake 
is the championship of the 
world's information  indus- 
try. 

The bout began in 1959, 
when the Ministry of Interna- 
tional Trade and [Industry 
(Miti) erected tariffs intended 
to protect Japan's fledgling 
computer industry. To get 
around the tariffs, IBM appli- 
ed to the ministry for per- 
mission to manufacture lo- 


cally. 
The price of entry was steep 
— [BM 5 basic patents on com- 
Bp technology. In his classic 
ook, Miti and the Japanese 
Miracle, US academic Chal- 
mers Johnson quotes Miti's 
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Miti: ‘we will... obstruct the success of your business. ' 


guarantee that, even with its 
expensive new access to IBM 
materials, Fujitsu will be able 
to match IBM's software. In 
addition, the Japanese firm has 
a further problem. Unlike 
IBM, which charges separately 
for software and hardware, 
Fujitsu continues more or less 
to give its basic software away 
to customers who buy its 
| hardware 

A final blow for the Japan- 
ese company is that the new 
agreement does not cover 
ІВМ new range of hardware 
— the so-called “Summit 
| series,” due to be launched at 
the end of 1991. Small wonder. 
then, that the judges have 
scored this round to the contes- 
tant in the Big Blue corner. @ 
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COVER STORY COMPANIES 


Manila cigarette tycoon Tan survives collapse of Marcos regime 


Lucio’s king-size luck 


By Jonathan Friedland in Manila 
Lucio Tan is a sur- 
vivor. Born into а 

or immigrant fam- 
ily; and at various 
times а janitor, 
chemist and trader, 
the 54-year-old Tan is 
now one of the Philip- 
pines’ richest men, with multi-billion 
peso business holdings. His companies 
control 60% of the local cigarette mar- 
ket, a major slice of the live hog market, 
and hold their own in chemicals, bever- 
к» banking and hotels. Despite the 
1986 exile of Tan's apparent majority 
partner in empire building, former pre- 
sident Ferdinand Marcos, the reclusive 
Filipino-Chinese businessman has con- 
tinued to prosper. 

Even with the sequestration of his 
main companies, an act which freezes 
his assets and theoretically brings gov- 
ernment agents into his inner corporate 











cases filed against 315 defendants, these 
particular wheels of justice are turning 
very slowly. This is especially true for al- 
leged cronies, like Tan, who have re- 
fused to cooperate with investigators. 

The diminutive, Fujian-born busi- 
nessman now has sufficient confidence 
in his future to expand his holdings. In 
July, he bought the trouble-plagued 
Tanduay Distillery for an estimated P 1 
billion (US$46.8 million), adding a 
hard-liquor line to his Asia Breweries 
beer business. In September, Asia Bre- 
weries embarked on ап expensive 
media blitz to launch its new cheap 
lager, called “Beer,” in what appears to 
be an ill-fated bid to end San Miguel's 
century of complete dominance. 

More recently, Tan paid P.15 million 
for First Malayan Development Bank, 
an ailing Southern Tagalog-based rural 
lender. Also in the works, according to 
Tan. are a licensing agreement with the 

AP 





trons in the top echelons of govern- 
ment, à knack which has allegedly sur- 
vived the change in regime. "Lucio Tan 
has gone from being a Marcos crony to 
being a Cory crony," summed up one 
prominent Makati businessman. 

Tan disagrees. In an extremely rare 
interview, he explained how his rela- 
tions with the Aquino government were 


| far from cordial and how his businesses, 


built up through “hard work, kindness 
and reasonable prices," have suffered as 
a result. While his detractors may quib- 
ble with the “kindness” part — Tr- 
companies have a reputation for be 
hard on employees and staunchly anu- 
union — even the most critical give Tan 
credit for being hard working, person- 
ally frugal and shrewd in calculating the 
tastes of consumers and what they are 
willing to pay. 

“The business environment isn't 
very easy for my companies,” he told 
the REVIEW. “When 
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councils, Tan ag sm to be 
doing business free of the 
encumbrances that һауе 
plagued other tycoons as- 
sociated with Marcos. No 
rn iste анаан di- 
rectors sit on the board of his 
sequestered firms. No fiscal 
agents sit poring over his ac- 
counts. None of the numer- 
ous legal actions filed against 
Tan appears to be proceed- 
ing with any vigour. 

Tan seems to have es- 
caped active retribution, in 
part, by cultivating officials 
and businessmen close to 
President Corazon Aquino. 
For legal help he has infor- 
mally retained former 
Malacanang chief of staff 
Joker Arroyo, and Aquino’s 
uncle Francisco Sumulong. 
Federation of Filipino- 





Aquino and Tan: from ‘Marcos crony to Cory crony.’ 





sequestration is over, maybe 
things will be better.” 


he government claims to 

have tried to make things 
easier for Tan, offering im- 
munity from prosecution 
and an unfreezing of his cor- 
porate assets in үзүү ү for 
a cash payment and full dis- 
closure of his business deal- 
ings. According to PCGG 
commissioner Quentin Dor- 
omel, negotiations betw^^^ 
Tan and the preside: 

alace took place first in 
November 1987 and then 
again six months later. 

Tan, whose Fortune To- 
bacco company alone has an 
annual turnover of P6-7 bil- 
lion, offered to pay the gov- 
ernment P500 million over 





Chinese Chambers of Com- 
merce president and top Aquino adviser 
Ambassador Domingo Lee is a close as- 
sociate. Tan is said to have won favour 
from the Marcoses by funding the mass 
demonstrations that characterised their 
Kilusang Bagong Lipunan (KBL) party 
machinery. It ере that he continued 
to do yeoman's duty during the last con- 
gressional election, providing contribu- 
tions to a wide range of candidates. 
Further, Tan has benefited from the 
chaotic state of the Presidential Com- 
mission оп Good Government 
(PCGG), the agency charged with re- 
covering ill-gotten wealth. With 39 
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Shanghai Cigarette Factory to produce 
Hope and Champion cigarettes in China 
and an agribusiness tie up with All Nip- 
pon Airways. His Foremost Farms 
piggery operation, already the largest in 
the Philippines, is set to expand to Min- 
danao. 

Tan's critics — and there are many 

claim that strategic vision and sound 
business acumen are not what have 
propelled him into the top rank of 
Filipino industrialists. Rather, they at- 
tribute Tan's success mainly to a steady 
disregard for regulatory and tax laws 
coupled with a knack for winning pa- 





four years. During the 
negotiations, he agreed to reduce the 
payment period to two-and-a-half 
years, but refused to increase the sum, 
disclose the extent of his holdings or 
provide an accounting of his corporate 
earnings. Talks broke down, according 
to PCGG officials, in an atmosphere of 
acrimony and distrust. 

Tan lawyer Antonio Ocampo said 
that he “is not at liberty to disclose” 
whether negotiations are now under 
way. PCGG chairman Mateo Caparas, 
when contacted by the REVIEW, was ex- 
tremely reluctant to talk about discus- 
sions with Tan, or the status of PCGG 
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charges against him. To date, said 
Ocampo, Tan has “по! paid any money 
to the government for settlement." 

There are numerous government 
and private legal claims being readied 
against Tan. Sequestration orders 
against his holdings were filed by PCGG 
between June 1986 and January 1987, 
with follow-up civil charges brought be- 
fore the courts in July 1987. Assets fro- 
zen included a share of 40-60% in For- 
tune Tobacco, Allied Banking Corp., 
Foremost Farms and the Tan holding 
company which owns Manila’s Century 
Park Sheraton Hotel. 

This was accomplished by seizing 
shares in these companies and also 
100% of Shareholdings Inc., a holding 
company set up in 1979 by the Tan fam- 
ily and several of its close associates to 
take over their personal stakes in the 
operating companies. 

In its charges, the commission al- 
leged that former president Ferdinand 
**^-cos held, either directly or through 

inees, share certificates in 
»nareholdings which were transferred 
by Tan himself in 1985. Tan has claimed 
that the shares issued were phoney and 
that Marcos had no stake in any of his 
companies. 

Timinal charges of tax evasion, 
bribery and violation of anti-graft laws 
are also being prepared against Tan, 
PCGG commissioner Armando Villarin 
told Manila reporters in late October. 
Although no formal filings have taken 
place, the bribery and anti-graft charges 
are said to be based on documents 
showing that Tan paid Marcos P220 
million between 1980 and 1986 in ex- 
change for preferential treatment. 

The tax evasion charge stems from 
evidence collected by investigators 
which allegedly shows that Fortune To- 
bacco avoided paying billions of pesos 
in taxes over the past decade, using 
schemes ranging from the printing of 
*^*^ tax seals to the illegal export and 

nport of cigarettes. Foremost 
Farms, which conducts most of its busi- 
ness in cash, is also accused of cheating 
the authorities out of their due. 

There are other suits as well. The 
minority owners of General Bank and 
Trust, whose P688 million-assets in- 
stitution Tan acquired in 1977 for 
P500,000, charge that he "arbitrarily 
and fraudulently" won control of the 
bank with the connivance of then Cen- 
tral Bank governor Gregorio Licaros. 
They are seeking substantial damages 
and to regain control of the lender, now 
reconstituted as Allied Bank. The gov- 
ernment has also sued to win back taxes 
on 30 trucks allegedly imported illegally 
by Tan in 1986 to assist Marcos's star- 
crossed final bid for the presidency. 

Flanked in his Makati office by an at- 
torney and a business associate, fidget- 
ing and smiling frequently, Tan denied 
any wrongdoing. He presented himself 
as a humble, hard working businessmen 
who was forced by Marcos to part with a 
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share of earnings and who is now being 
persecuted by competitors jealous of his 
success. Profits are being punishingly 
depressed by all the unsubstantiated 
charges floating about, he said. This was 
adversely effecting Бе vade 20,000 
employees and the 400,000 farmers who 
depend on its operations. 

“1 am thinking of retiring," he an- 


nounced agitatedly. “We have too much | 


trouble, too many difficulties." 
"Without Marcos, we are all right," 
Tan added, gesturing broadly with his 
hands. “If we were dependent on him 
like everyone says, we would poni el 
Tan says he continues to stand by claims 
made in a 1986 open letter to President 
Aquino: “We can proudly say that we 
have never depended on dole-outs, gov- 





has consistently paid a modest daily fine 
rather than disclose corporate accounts 
to Manila's Securities and Exchange 
Commission (SEC). And Tan himself is 
not telling. 

According to PCGG documents, 
Tan has a controlling interest in 48 com- 
panies. These range from his flagship 
farming, brewing, tobacco and banking 
interests to real estate firms, a textile 
mill and a packing company. Over the 
past two decades Tan has also acquired 
substantial offshore holdings. These in- 
clude banks in California and British 
Columbia, а bakery and shopping centre 
in Guam, tobacco and steel companies 
in Papua New Guinea, and one of 
Canada's largest carpet manufacturers. 

Tan started off in the chemical busi- 


TAN’S CORPORATE EMPIRE 


Fortune Tobacco 


"oremosi 


Products = 
Г ЕР" 


j Lindale Resources 


Presidenti 


w — Source: Philippine 


ernment assistance or monopoly protec- 
tion throughout our history. The basic 
ingredients of our growth have been 
self-reliance and hard work." 

Tan added: "We want to help the 
government create a better business cli- 
mate. We would like to do even more in 
the Philippines." 

Tan's companies, according to con- 
sultants, bankers and competitors in 
Manila and Hongkong. are in most 
cases profitable, having benefited from 
the 1986-88 Philippines consumption 
boom. Except in the case of Allied 
Bank, there is no way to verify this: Tan 
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ness, establishing his first company 
Himmel Industries in 1959 to make gly- 
cerine. While he expanded into hog farm- 
ing over the next decade, Tan really did 
not achieve prominence until after Mar- 
cos declared martial law in 1972. It was 
during martial law that Tan apparently 
developed his extensive patronage re- 
lationship with the former president, 
winning extensive tax, financing and 
regulatory concessions in exchange for 
direct cash payments and political con- 
tributions to the KBL and its candidates 
Between 1972 and 1980, Tan's For- 
tune Tobacco rocketed to the top of 
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the market as one consideration after 
another was 
Palace. By 
Tan, along with Marcos golfing partner 
Herminio Disini. had а hammerlock 
over the importation of materials 
needed to make cigarettes and had a tax 
regime in place that favoured Fortune's 
brands over all others. 

As a result, Tan's largest company is 
Fortune Tobacco. According to tobacco 
industry executives, the company con- 
trols an estimated 60% of the 62-billion 
cigarette market in the Philippines with 
its six local and three international 
brands. Sales for 1988, said Тап, will 
likely tally P6-7 billion. This is double 
the revenue of Fortune's nearest com- 
petitor, La Suerte Tobacco. 

Profits are difficult to calculate but 
Tan's competitors suggest that For- 
tune's earnings remain solid despite flat 
cigarette-industry sales. A primary 
reason for this, they suggested, is that 
Fortune and several far smaller produc- 
ers enjoy significant advantages from 
a trademark-based taxation system 
adopted by the Aquino government in 
July 1986. 








While not as advantageous as the 


ranted by Malacanang | previous cigarette tax law — which was 
arcos' 1986 departure, | written by Fortune executives and pre- 


sented to Marcos for signature — the 
current regime "still favours the seg- 
ment of the market that Tan's brands 


| dominate," said one tobacco industry 
executive. 


he family-owned Foremost Farms 


produces better margins for the Tan | 


empire. At peak production, each of its 
10,000 sows can produce every year pigs 
worth P51,000 at the slaughterhouse. 
Manila-based livestock consultant Don 
Watkins calculates that sales of 
Foremost's Rizal province operations 


now amount to US$24 million a year, | 


having fallen in 1986 and 1987 — alleg- 
edly because Tan wanted to reduce pro- 
duction while the firm was at the centre 
of a sequestration battle. 

Foremost "is a very profitable oper- 
ation," said Watkins. "Tan had the 
drive and imagination to build one of 
the most advanced farms in Asia." 
Margins are increased further, suggest- 
ed one businessman familiar with the 
Foremost operation, because most of 


Fortune Tobacco blazes 


trail to China 


While the govern- 
ment of President 
Corazon Aquino for- 
mally follows a "One- 
China" policy, Am- 
bassador Domingo 
Lee and business 
magnate Lucio Tan 
are the personification of what is turn- 
ing out to be a de facto "Two-China" 
policy of the Filipino-Chinese business 
community. 

Lee is the rising-star president of the 
Federation of Filipino-Chinese Cham- 
bers of Commerce and Industry Inc.; he 
is also Aquino's adviser on Taiwan af- 
fairs. Billionaire Tan is vice-president of 
the federation and one of the few 
Filipino-Chinese businessmen to have 
extensive dealings with China. 

Their relations outside the halls of 
the federation appear to be symbiotic as 
well. Lee, who grew up in Tarlac pro- 
vince sharing a cot with Benigno 
Aquino Jr, appears to provide Tan an 
avenue for getting his views heard in 
Malacanang Palace. For his part, Tan is 
said to be providing indirect financial 
backing to Lee. The owner of two mod- 
est industrial companies with a com- 
bined 1987 net income of under P 1 mil- 
lion, Lee just put up P60 million for a 
P500 million buyout of the ailing Philip- 
pine Banking Corp. (Philbanking). 

Tan's business dealings with China 
have kept him from winning the presi- 
dency of the federation. Started by 
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Kuomintang agents from Taiwan in 
1954 as a way of knitting together and 
gaining control over the politically dis- 
parate Filipino-Chinese community, 
the federation has since remained 
staunchly pro-Taiwan. Its membership, 
spearheaded by Lee, is trying to get the 
Philippine Congress to pass a law offer- 
ing legal protection to Taiwanese in- 
vestors based on the US Taiwan Rela- 
tions Act. 

While federation officials remain 
steadfast in their support of Taiwan, 
Tan's accession to vice-president after a 
failed 1981 bid for the top slot indicates 
that the group feels most comfortable 
nowadays — like their compatriots 
throughout Asia — having a foot in both 
camps. Although trade and investment 
ties between Peking and Manila are still 
modest, trail-blazers like Tan have 
shown there is money to be made. 

Tan's Fortune Tobacco ships 50 mil- 
lion cigarettes to China a year, and is 
about to license the Shanghai Cigarette 
Factory to produce its Hope and Cham- 
pion filters. Tobacco industry execu- 
tives in Hongkong said Tan's foothold 
in the market, while still small, is lucra- 
tive and is expected to become more so 
once the Shanghai joint venture gets 
under way. 

For now, though, the pro-Taiwan 
bias of the federation is clearly best 
for business. Taiwan investors poured 
US$200 million into the Philippines in 
the first three quarters of 1988, outpac- 








the pigs are sold for cash to butchers 
and food companies that come to the 
Rizal farm to collect the livestock. “The 
potential for tax avoidance is huge," he 
said. 

Also profitable is the Allied Banking 
Corp. which, for the first nine months of 
1988, managed to earn P100 million 
mostly on loan interest and overseas re- 
mittances. Now rated eighth in assets 
with P8.9 billion, Allied expanded at an 
extraordinary pace after Tan bought out 
Genbank in 1977, jumping from 23rd in 
assets to third place by mid 1979, The 
timing of its growth — which continued 
up to 1986 — coincided with the expan- 
sion of Tan's industrial empire. This has 
led many Manila bankers to conclude 
that the bank has lent substantial sums 
to Tan-associated companies. 

This is denied by Allied Bank offi- 
cials. "We are a service oriented busi- 
ness and that is why Allied Bank has 
done well," Tan said. He added that 
customers had, for the most part, 
mained loyal to the bank despite а 
on deposits in 1986 when the sequestra- 
tion of Allied was announced. The 
bank's loss of ground in relative terms 


ing Americans as the country's biggest 
investors. Taipei-based Filipino busi- 
nessman Tan Yu recently added to the 
good cheer by incorporating a huge P5 


billion company to develop 172 ha on 
the Manila waterfront. 
More badly needed investment 


funds can be expected from cash-rich 
Taiwan businessmen, suggested Lee, 
who formerly served as the head of 
Manila's representative office in Taipei, 
especially if congress agrees to give 
Taiwan investors adequate legal protec- 
tion. 

Lee, who has been federation presi- 
dent since 1986, has done well out of 
playing both international statesman 
and community activist. Before Аді ` 
became president, he was mainly « 
cerned with running two companies, 
Tarlac Distillery and Tower Steel. Tar- 
lac, which brews beverage-grade al- 
cohol, netted income of P438,000 on 
1987 sales of P20 million. Tower. a 
maker of galvanised sheet metal, netted 
a meagre P117,000 on P100 million in 
sales. Neither company qualifies Lee 
for the corporate big leagues. 


Мое. few in the tightly knit 
Filipino-Chinese business commun- 
ity were surprised when Lee headed up 
the consortium for the P500 million re- 
surrection of the Laurel family's Phil- 
banking. He has gained the limelight 
not only with frequent charitable and 
business appearances on behalf of the 
federation, but serves as the govern- 
ment's representative on the board of 
industrial giant San Miguel and is fre- 
quently at Aquino's side during public 
ceremonies. 

The equity-strapped | Philbanking 
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Brewing up a 


since 1986 is explained 
heightened competition. 

Tan's other major company is Asia 
Breweries, which was started in 1981 
with the purchase of a used US beer 
plant, and which began to take off on 
growing consumer expenditures in 
1986-88. With a heavily promoted tie up 
with Denmark's Carlsberg Beer and the 
launch of its new "Beer" brand, most in- 
dustry analysts believe that Asia Bre- 
weries meagre earnings are eaten up by 
advertising expenditures. The company 
was so unprofitable in 1986 that it was 
the only major Tan Filipino holding to 
escape sequestration. 


15 is perhaps why Tan's major ex- 
pansion efforts have been within the 
beverage industry, the area where Tan 
has the only local company he can still 
truly call his own. Since last January, 
Tan has successfully bid for Tanduay, 
made an unsuccessful run at the local 

»si-Cola franchise and launched his | 

'erically named “Beer.” 

The Tanduay purchase, in particu- 
lar, illustrates that Tan has lost none of 
his touch. In April, the Hongkong- 








had been up for sale since 
last year: Hongkong- 
based First Pacific and the 
Jacinto family меге 
among the early bidders. 
Now 26th in total assets 
with P3.1 billion, Phil- 
banking in recent years 
has been affected Бу 
lacklustre management, а 
substantial decline in de- 
posits and a withering 
loan book. Philbanking's 
primary lure is a 40-branch 
network and the potential 
that it could be turned 
into a universal or full-ser- 
‘=> bank, engaged in sec- 





Lee: 'two-China' policy. 


as the result of | based First Pacific Co. announced that 


it was purchasing from the Elizalde fam- 
ily for P800 million the then-virtually 
bankrupt distillery. Only days before 
the formal closure of the deal; Tanduay 
chairman Manuel Elizalde Jr return- 
ed First Pacific's downpayment, charg- 
ing that the company was using the po- 
tential purchase of his own shares 
as collateral for financing the take- 
over. 

First Pacific took Tanduay to court. 
Until a cash settlement was reached six 
weeks later, Elizalde mysteriously man- 
aged to both keep his insolvent com- 
pany afloat and to wage an aggressive 
public relations campaign against First 
Pacific. Further, Sen. Juan Ponce En- 
rile, once Marcos’ defence minister, 
conducted a hostile Congressional hear- 
ing calling into question the motivations 


| of First Pacific’s owners. When the ac- 


rimony died down and the settlement 


| was reached between Elizalde and the 


Hongkong company, Lucio Tan — 
through untraceable nominee com- 
panies — turned out to be Tanduay’s 
buyer for an estimated total considera- 
tion of P I billion. п 
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ies and brokerage, 
leasing and other financial services. 

In early September, Tan Yu and a 

roup of Taiwanese investors offered to 
inject P350 million of extra equity into 
Philbanking. Negotiations for the 
majority stake broke off mysteriously 
on 16 September with a terse announce- 
ment from Tan Yu's AIC Group that 
bank management's terms were “unac- 
ceptable." A week later, Philbanking 
announced that it had accepted an offer 
from a group led by Lee to inject P500 
million, raising total equity to P714 mil- 
lion and giving the new investors 7096 of 
the overall equity. 

Lee's investor group includes five 
business associates and two Hongkong 
companies, Jet Force Investment and 
Pak Yan Estates. Bankers in Manila 
said that the immediate supposition 
throughout the financial community 
was that Lucio Tan was behind the 





bid and hoped eventually to merge | 
Philbanking with his own 60-branch | 


P8.9 billion assets Allied Bank. 
In an interview, Lee denied that Tan 
had a direct financial interest in the Phil- 
banking acquisition but deflected ques- 
tions about what role he did play. 
"Lucio Tan has no holding in Philbank- 
ing," Lee said, adding that "everyone is 
my adviser" on the deal. Similarly, Tan 
denies that he put up the financing for 
Lee's surprise bid. "We recommended 
Philbanking to him," Tan told the 
REVIEW, "but we didn't back him." 
Lee said he planned to build Phil- 
banking's base among the Filipino- 
Chinese community. Along with Tan's 
Allied Bank, the Go family's Equitable 
Bank, China Banking Corp., and Far 
East Bank and Trust are considered the 
main financial institution's catering to 
this group. If Allied and Philbanking 
were to merge, said one senior US 
banker in Manila, it would give Tan a 


| dominant position over his competitors. 


— Jonathan Friedland 








beer war 


By Jose Galang in Manila 


hen Lucio Tan was drafting plans 

in 1979 to establish a new brewery, 
he saw fit to seek the opinion of then 
president Marcos. That "inquiry," 
made in a crudely prepared letter, led to 
the government dropping its classifica- 
tion of brewing as an “overcrowded” in- 
dustry. Two years later, Tan set up Asia 
Brewery Inc. 

Marcos, impressed by Tan's speedy 
government-assisted domination of the 
Philippines’ cigarette industry, appa- 
rently decided Tan was the man to take 
on San Miguel Corp. San Mig has 
monopolised brewing in the Philippines 
since 1890, preserving its domination by 
buying off competitors. With the rise of 
Asia Brewery, however, it faces its most 
serious challenge yet 

Tan set up his brewery by buying sec- 
ond-hand plant, which he imported with 
the aid of preferential credit terms at a 
time the economy was facing a serious 
foreign-exchange shortage. He now 
turns out five beer brands, including the 
upmarket Carlsberg and Beer Pale 
Pilsen, Asia Brewery's rival to the tradi- 
tional market leader, San Miguel Pale 
Pilsen. 

However, Asia Brewery's estimated 
production of some 500-600,000 cases a 
month, against its capacity of 4 million 
cases, falls a long way short of San Mig's 


| monthly output of about 12.5 million 


cases. Asia Brewery captured about 
9.5% of the market in 1986. But San 
Miguel has since fought back, reducing 
Asia’s share to just 5% in the first half of 
this year. 

Industry analysts trace Asia Brew 
ery's current problems to financial con- 
straints brought about by pressure on 
Tan's Allied Bank. After government 
takeover of 60% of Allied shares in 
1986, a rash of deposit withdrawals cur- 
tailed the bank's ability to assist Tan's 
brewery business. 

Limited resources have forced Asia 
Brewery to adopt "guerilla" marketing 
tactics aimed at surprising the much big- 
ger San Miguel. Beer Pale Pilsen did so 
Launched in September. it was mar 
keted in a bottle that closely resembled 
that of the beer giant's top product, San 
Miguel Pale Pilsen. Drinkers also say 
that Asia's Beer "smells and tastes just 
like San Miguel." 

The retail price of Asia's brew is 2596 
less than San Miguel's leading beer 
That caused some concern among San 
Miguel finance officers, who had 
banked on securing internally (via price 
increases on its products) part of the 
funds needed for a major expansion 
programme this year. 

Asia Brewery's gambit ensured that 
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Beer Pale Pilsen received maximum ex- 
posure with minimum spending .on 
promotion, especially after San Miguel 
` filed a complaint aimed at stopping 
what it called unfair competition by 


Asia Brewery. The complaint, which: 


asked a lower court to order Asia Brew- 


гегу to halt production of its Beer, was , 


dismissed. 
San Miguel, whose top officers are 
prominent members of the Spanish mes- 


d. Hzocommunity and are known to resent 


“intrusions by Filipino-Chinese into their 


|; business turf, even at one point amend- 


| ing the corporate charter to keep indus- 
“| othialist John Gokongwei off the board, 
is pursuing the battle. 

In an amendment to its complaint, 
San Miguel asked the court to order 
Asia Brewery to render an account of 
sales and profits from Beer Pale Pilsen. 
San Miguel maintains that the design of 


Beers packaging represents an in- | 


fringement on its trademark and that 
selling it at a lower price "cheapens the 
`` image of San Miguel's quality beer." 
Meanwhile, groups representing 
Тап have been buying shares of United 
Coconut Planters Bank (UCPB) from 
coconut farmers in the provinces. Ana- 










Despite Fortune To- 
bacco becoming an in- 
leader, 


panies remains secre- 
tive about its activi- 
B DN ties. Critics say the 
company thrives on loopholes and al- 
leged discriminatory provisions in 
Philippine tax laws on cigarettes and 
other tobacco products. 
: The last known financial report from 
{һе company was for 1984, which re- 
. corded. gross revenues of some P6.36 
с billion (US$297.6 million) and net pro- 
| fits of P25.5 million. Turnover rep- 
| resented a big jump from P3.8 billion in 
“1983 and P2 billion in 1978. 
. The surge in domestic demand over 
"ће past two years has translated into 
|. dramatic sales increases among most 
| businesses in the country. For instance, 
combined sales of the leading manufac- 
turing companies in 1986 rose by 6.2% 
while profits soared by 102%. Fortune, 
even with a 5% annual increase since 
1984, should now have an annual turn- 
over of some P7.7 billion. In an inter- 
view; Tan claimed turnover would be in 
-| the 26-7 billion range. 
1-7. Fortune was sequestered in 1986 on 
- suspicion that it was printing its own in- 
‘ternal revenue stamps for use on its 


| cigarette. packs. Under regulations in 


| force then, cigarette companies were to 











lysts believe that Tanis not interested in 
the bank itself but in the bank's vote in 
San Miguel. 

The bank swapped shares with the 


Miguel board when Andres Soriano Jr 
needed cash to fend off a challenge from 
cousin Enrique Zobel. UCPB wasseques- 
teredby the government in 1986. The ex- 


beer-and-food giant in 1983, enabling | tent of ownership by the farmers and in- 


coconut industry leaders, led бу 
Eduardo Cojuangco, to join the San 








| Flagship group thrives 
| behind a smokescreen 





„I$ BLOWING 
with THE Wind 


purchase the stamps from the govern- 
ment and paste them on cigarette packs 
before shipment. The government’s es- 
timated tax losses from this alleged 
practice was about P500 million. 

The government of President Cora- 
zon с н has enacted new tax 
policiés for cigarette producers, but that 
has not deterred Fortune from seeking 
ways around the new set-up. 

The Philippines imposes varying ex- 
cise tax rates on cigarette brands de- 
pending on the origin and ownership of 
the brand's trademark. Tax rates on 
"foreign" brands are 50% higher than 
those on "local" brands. Tan's flagship 
brands, originally classified as foreign, 
were reclassified as local after the tax 
regime was changed. 

Foreign brands such as Marlboro, 
Philip Morris, Winston, Camel and 
Salem paid 5876 of total cigarette taxes 
collected in 1987 though they had only a 
combined 2776 share of total sales. 
Local brands, such as Fortune's cigaret- 
tes, had a 73% share of the market yet 
paid only 4276 of the taxes. 

Originally designed by the Aquino 
government to bring tax rates on three 
leading brands (Champion, Hope and 
More — all produced by Fortune) in 
line with those for the foreign brands, 
the system has ended up allowing Tan to 
maintain his market advantage. 

For instance, Champion, the leading 
brand, which is also registered in Hong- 








dustry leaders is still being sorted out. 
Tan's accumulation of UCPB shares 
may also be a backhanded way of mak- 
ing the mestizo community uneasy after 
they prevailed upon president Aquino 
to personally block Tan's attempted 
takeover earlier this year of den 
Cola's ailing Philippines franchise. Tan 
went head-to-head with Ayala Corp., 
John Gokongwei and First Pacific Co., 
among other bidders, offering to as- 
sume — through Allied Bank — some 
P500 million (US$23.4 million) in out- 
standing loans to Pepsi granted by 
UCPB. The total package offered by 
Tan was an estimated P1.5 billion. 
Although Tan's bid was competitive, 
the Zobel family, which controls Ayala, 
went to Aquino, arguing that Tan was 
. getting too aggressive. They appare 
convinced Aquino to intervene ада 
Tan's offer to the Escaler family, whic 
assumed control of Pepsi from Eduardo 
Cojuangco. Pepsi's fate still hangs in the 
п 


| balance. 


kong and Switzerland, among other 
countries, was reclassified as a local 
brand after Fortune argued that it first 
appeared in the World Tobacco Direc- 
tory under the listing of Philippine 
trademarks. Hope, which is also regis- 
tered in Japan and Hongkong, was re- 
named Hope Luxury and reclassified as 
a local trademark. More, which is also 
registered in the US, Australia, Spain 
and other countries, was renamed More 
Premium and reclassified as local. In- 
vestigators are looking into how reclas- 
sification was accomplished. 

The regulation on internal-revenue 
stamps, meanwhile, has been lifted by 
the government. It required instead. 
manufacturer's sworn statement on 
value of products produced, мсп 
would be the basis for calculating taxes 
due. The declaration is suppose to be 
filed with tax-agency representatives 
before cigarettes leave the factory. Cri- 
tics say the potential for cheating has 
widened. | 

For instance, the Anti-Graft League 
of the Philippines, an association of 
lawyers fighting corruption in govern- 
ment, has noted that excise tax collec- 
tions from tobacco and alcoholic pro- 
ducts for the first seven months of this 
year was P11.78 billion, a decline of 
14% on the same period last year. 

The association has recently filed 
with the Tanodbayan (ombudsman) a 
complaint against the Bureau of Inter- 
nal Revenue and executives of tobacco 
product manufacturers seeking ad- 
ministrative investigation for the lower 
tax collections. The petition's chance of 
succeeding, however, are considered 
low. — Jose Galang 
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ECONOMIES 


Old ways die slowly 


Peking think-tank criticises practices in the Shenzhen SEZ 


By Louise do Rosario 

C hina's largest special economic zone 
(SEZ), in Shenzhen across the bor- 

der from Hongkong, is in danger of 

being stifled by traditional Chinese 

bureaucratic and administrative prac- 

tices. 

Unless comprehensive political and 
economic reforms are carried out, says 
an authoritative Peking think-tank, 
Shenzhen will be unable to maintain its 
present prosperity nor serve a useful 
mediatory role between capitalist 
Hongkong and the socialist mainland 
after 1997 when the territory returns to 
Chinese sovereignty. 

The China System Reform Institute 
(CSRI), a think-tank under the State 
Council's commission for economic sys- 
tem reform and restructuring, puts its 
case in a wide-ranging and highly critical 
review of Shenzhen which exposes the 
inner working mechanisms of this 
model city. 

Shearhen SEZ was set up in 1980 as a 
low-tax, low-cost investment zone to at- 
tract foreign capital and technology. In 
the past eight years, its gross product 
has grown by an average of 47.7% a 
year. At end-1987, this former fishing 
village had 1,400 foreign-funded com- 

anies and another 2,600 Chinese firms. 

n 1984-85, Shenzhen was attacked for 
its reliance on state funds for growth, 
for speculative trading and other impro- 
per practices. Shenzhen has since made 
a comeback, enjoying a steady stream of 
domestic and foreign investment. 

The CSRI argues that behind its 
modern facade, Shenzhen still operates 
with a command-style hierarchy, exces- 
sive political interference in economic 
activity, and unfair competition gener- 
ated by monopolies, personal connec- 
tions and politically linked economic 
favours. 

It says these economic and social 
relations are seriously hampering 
the development of the “commodity 
economy” (China’s buzz word for an 
ideologically ^ acceptable market- 
oriented economy). Price, market and 
planning reforms touch only the surface 
of the old order. Deeply entrenched, 
complex and rigid government enter- 
prises and institutions still dominate 
economic life in Shenzhen. Hence, free- 
ing prices and eliminating old-style 
economic planning alone will not au- 
tomatically create a fair competitive 
business environment. To establish a 
new economic and social order, it ar- 
gues, Shenzhen must combine eco- 
nomic reforms with political ones. 

The CSRI recognises that current 
prosperity means that Shenzhen does 





not feel the immediate need for reform. 
But it warns that with more Chinese 
cities offering preferential treatment, 
the SEZ will become less attractive to 
foreign investment. Also, as 1997 nears, 
greater economic, political and social 
interaction. between. Hongkong and 
Shenzhen will require more efficient 
and better management if the SEZ is to 
be an effective cushion between Hong- 
kong and China. 

The study says Shenzhen has 
achieved a lot, yet not enough. There 
are embryonic markets for land, prop- 
erty, labour and certain raw materials. 
Enterprises are more flexible and mar- 
ket-sensitive than those elsewhere in 
China. The SEZ government has begun 
to move away from physical allocation 
of funds and goods, towards fostering 
inter-enterprise competition and de- 
veloping a favourable investment envi- 
ronment. There is also a new class of en- 
trepreneurs whose interests are tied to 
the success of the enterprise and not, as 
with most government-appointed enter- 
prise managers, to the whims of govern- 
ment officials. 

But, the study continues, Shenzhen 
is "not an oasis" untouched by the sys- 
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tem dominant in the rest of China. All 
kinds of traditional values and ideas 
have made their way to the zone. Shen- 
zhen, in its interaction with the rest of 
the nation, follows established rules of 
the game. For example, it still uses so- 
called “red letter-head” official docu- 
ments to regulate most economic and 
social activities. Such documents, used 
at all levels of the Chinese bureaucracy 
to transmit official information and 
policies, are usually ambiguous, incom- 





plete and not legally binding. Readers 
are expected to grasp the “spirit” of the 
policy outlined through their reading of 
the prevailing political climate. 

The dominant kind of economic rela- 
tions in Shenzhen, CSRI says, is the ver- 
tical-administrative type typical of the 
old centrally planned economy. Under 
such a system, enterprises find it dif- 
ficult to survive without a supervisory 
official body, and individuals not at- 
tached to a work unit (such as private 
entrepreneurs or small businesses) can- 
not enjoy social welfare and other bene- 
fits. As a result, enterprises are au- 
tonomous but not independent. The 
legitimacy of an enterprise’s or indi- 
vidual’s economic activity depends on 
the "understanding" of an official 
supervisory body. This “big pot system” 
continues to support heavily indebted 
and inefficient state enterprises. 

Also, competition is fierce but un- 
equal. Enterprises in Shenzhen have 
their own established privileges. 7 
eign-trade companies have import 
export rights, municipal-level firms can 
approve certain projects, mainland 
firms operating in Shenzhen have estab- 
lished access to raw-material supplies, 
and foreign investors control marketing 
channels for export. Enterprises spend 
much energy on trading such privileges 
among themselves. 

The institute's prescription for Shen- 
zhen's malaise contains well-known 
economic and political-reform ideas still 
untried in China. It recommends: 

» Further opening up of the market to 
create a genuine "free investment 
zone." 
» Encouraging more firms to issue 
stocks; government control over the 
economy exercised via holding com- 
anies rather than administrative fiat. 
aws should be the main regulator of 
economic and social activity. 
» Making administration efficient and 
clean; devolving power to the lc” 
levels; allowing enterprises freely 
manage their personnel, income, pro- 
jects and foreign trade. 
» Re-organising government depart- 
ments to demarcate more clearly re- 
sponsibilities at each level. Standardis- 
ing and opening up administrative pro- 
cedures to enable policy changes to be 
transmitted promptly to individuals and 
enterprises. 
» Strengthening leadership; while 
Shenzhen's chief executive can nomi- 
nate his own cabinet, subject to Peking's 
approval, greater public participation in 
politics and law drafting should ensure 
supervision of local government. 

To implement such progressive poli- 
tical reforms, the report concludes, 
Shenzhen's special political and legal 
status should be set out in a document 
similar to that of Hongkong's Basic 
Law, the mini constitution which will 
outline how the territory should be run 
after 1997 and its relationship with the 
central government in Peking. п 
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VIEWPOINT 


The Commerzbank report on German business and finance No.12/88 
раа ae ctii andae dre 


West German economy in 1989: 
growth to continue 


After surprisingly vigor- 
ous worldwide expansion in 
1988, growth rates in the 
industrial countries are likely 
to decline next year. In West 
Germany, too, GNP will 
advance at a rate roughly 1% 
lower than this year’s. Never- 
theless, we are not heading for 
a cyclical downturn. In fact, 
the pace of expansion in- 
creased temporarily during 
the second half of 1987 and 
well into the current year. 

From mid-1988 until the 
end of 1989, the economy can 
be expected to expand at an 
annual rate of slightly over 
2%, picking up again once 
the 1990 tax reform is imple- 
mented. 

During the phase of more 
dynamic growth starting late 
1987, the economy’s internal 
drive and the impulses gen- 
erated by economic policy 
were often overlooked in the 
wake of the dollar’s slump, the 
drop in oil prices, and the 
after-effects of the stock-mar- 
ket crash. Overall, these de- 
velopments stimulated growth 
in the industrial nations, in 
particular because monetary 
policy was for the most part 
expansionary. Against this 
background, the cooling-off 
registered in recent months 
marks a return to normal 
rather than the beginning of a 
protracted downswing. 

Next year, the West Ger- 
man economy will slow down 
somewhat, largely for dom- 
estic reasons. Rises in excise 
taxes combined with other tax 
measures will feed through 
to prices, leading to a more 
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modest advance in private 
consumption—which, since 
1986, has been the mainstay 
of economic expansion. Simi- 
larly, income from wages and 
salaries will increase at a low- 
errate owing to the shortening 
of the average working week. 
Such reductions in the pub- 
lic sector—translating into a 





already on a high plane, will 
show further growth, and 
capacity utilisation will stay at 
its current elevated level, thus 
Keeping capital spending 
buoyant. But the stronger 
propensity to invest is also 
clearly attributable to greater 
clarity about the direction of 
exchange rates. The moderate 


Dat 1980 prices; 2) change on year in 9; 1988 and 1989 own estimates. 


lower rise in personnel costs— 
together with the reform of 
the health care system will also 
curb the advance in govern- 
ment consumption. At the 
same time, following extra- 
ordinarily strong expansion 
this year, capital spending on 
construction will probably 
grow at a slower rate. 
Business investment and 
exports, however, will once 
again expand at an above- 
average rate next year. We can 
safely assume that sales pro- 
spects for German products 
worldwide—especially capital 
goods—will continue to be 
healthy, corporate earnings, 
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real-term appreciation of the 
D-mark which we expect in 
1989 does not change the 
overall picture. For one thing, 
it will only serve to com- 
pensate for the currency’s 
depreciation in real terms this 
year; for another, trade flows 
are extremely slow to react to 
minor exchange-rate move- 
ments. On balance, West Ger- 


man exports will be affected 
more by the slower expansion 
of world trade. 


Positive 1992 effect 


In 1989, global rather than 
domestic economic forces 
will pose the main threats to 
the West German economy. 
The slackening in the U.S. 
could prove more severe than 
we think and the dollar’s slide 
might be more dramatic than 
we anticipate. West Ger- 
many’s economic policy must 
be up to the task of meeting 
these problems. Here, how- 
ever, the present zig-zag fisc 
course is counterproductive. 
While demand was stimu- 
lated in 1988 by income-tax 
cuts, a higher tax burden has 
to be shouldered next year. 
Yet 1990 will bring substantial 
relief in the shape of the tax 
reform. It has now become 
evident that the Government 
will be able to cut its budget 
deficit in 1989 by much more 
than originally planned, witha 
sizeable allocation from the 
Bundesbank’s profits making 
an important contribution. In 
GNP terms, the deficit will 
shrink to below 196 next year, 
increasing to 1.5 96 in 1990. 

The Government must 
now press ahead with deregu- 
lation so that West German 
business will be in a positi 
to tap the potential of tne 
Single European Market. By 
ensuring that the country's 
companies can get off to a 
good start in the New Europe, 
it can help set the stage for a 
return to higher growth rates. 
In the meantime, the 1992 
euphoria will ensure ad- 
ditional growth benefits. 
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Consensus by agreement 


€ IF consensus-building is to Japanese 
markets what high-grade petrol is to a 

etrol engine, then since November the 

okyo stockmarket has been run- 
ning on high-octane. Brokers and 
investment managers, who seemed 
just weeks ago to be mired in a funk, 
these days speak happily of what 
has become known as *The Consensus" 
— almost in capital letters. The mar- 
ket is determined to be bullish. So what 


ups seed 
eaders who last paid attention to 
the Tokyo market back in the gloomy 
days of the summer and early autumn 
may be surprised to hear that the dark 
clouds began to clear in early Novem- 
ber. In October, judging by a steady rise 
in margin debt, it appears that indi- 
ial investors had the prescience to 
Р" buying before the market took 
off. 


To their credit, foreign investors 
were among the first to shrug off the 
negatives. By September professional 
foreign fund managers badly needed a 
chance to make up for the previous 12- 
month performance records. 

According to the newsletter Japan 
Financial Report, the average growth 
of offshore Tun yd funds 
(denominated in US dollars) 
in the 12 months to 30 Sep- 
tember was only 3.1% vs 
a Tokyo Stock Exchange 
(TSE) first section rise (in dol- 
lars) of 10.2%. Sterling-based 
Japan funds showed a slight 
loss. 

Luckily, foreigners be- 
came buyers in the market just 
as self-prophecy was about to 
*^*^ charge of sentiment. In- 

ors were beginning to 
cross off items on a list of 
negatives which had weighed 
heavily on the market. 
€ FIRST, look at what the 
market had been in a funk 
about. The negative consen- 
sus had grown around a series 
of black events: the politically 
embarrassing Recruit Cosmos 
share-dealing scandal; a major 
insider trading case; arrests in a massive 
tax evasion case involving stocks. 
Stocks, veterans lamented, had been 
given a bad name — much as the jiage 
(land price rise) gangsters soiled the 
real-estate industry a year earlier. 

To make matters worse, in Sep- 
tember, the death watch on Emperor 
Hirohito began, casting a pall on the 
market. By October, the sourness of the 
market meant a miserable reception for 
a third tranche of shares in Nippon Tele- 
graph and Telephone Corp., the 
privatised phone utility. On the eco- 
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nomic front there were more questions 
than answers: would the US Fed raise 
interest rates? Could Opec get its act to- 
gether on oil production quotas? What 
about the US presidential election out- 
come? 

To the market's relief, disasters were 
held in abeyance. The good news index 
has not gone up much, but who can feel 
bad about healthy economic growth and 
bullish corporate profit forecasts. What 
ard is that the bad news faded, or 
at least grew tiresome. 


cently: "Emperor the same." By early 
November time was ripe for the mar- 
ket's malaise to be replaced by The 
Consensus. 

Shroff's informal polling of the mar- 
ket has yet to find anyone in Tokyo 
dense enough not to have heard of The 
Consensus. Nor has anyone been pig- 
headed enough to step forward to chal- 
lenge it, though at least one institutional 
investor has let on that it is selling stock 
index futures. If there is a stockmarket- 
consensus heaven, Tokyo traders have 
made it — at least for present. 

Briefly, the C-word is that virtually 
everyone (by definition) agrees that the 
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market's most popular index, the Nik- 
kei-225, will simply continue to climb. 
The Nikkei jumped more than 7% in 
three weeks from a recent low on 7 Nov- 
ember to new records near 30,000 at the 
start of December. 

The index has new marching orders. 

By the end of the first quarter of 
1989, the rise is to be of the magnitude 
of a further 10% to the 32-33,000 range. 
Opinions differ on precisely when the 
target will be reached, but those vari- 
ances are not enough to disturb any- 
one’s adherence to The Consensus. The 











perpetual bulls at Nomura have even 
come up with a mathematical form- 
ula to show why The Consensus will 
work. 
@ SHROFF is concerned. Surely there 
is a contrarian view? Is there to be no 
fresh breath of scepticism? Is there no 
litany of ruined portfolios and market 
crashes — the ghosts, so to speak, of 
Consensus Past. 

It seems not. 

If Tokyo is to remain a sombre place 


| as the emperor slips away behind the 
The Japan Times ran a headline re- | 


massive walls of the Imperial Palace, 
then the market is determined to offer a 
vision of light to carry investors through 
the ordeal. 

One British fund manager in Tokyo 
concedes that, while being part of The 
Consensus is not a particularly exciting 
way of doing business, “it is easier to 
make money.” Being contrarian has 
been downright dangerous. 

There are possible events that could 
unnerve the Tokyo market. The Bank 
of Japan (the central bank) is playing a 
delicate balancing act between low in- 
terest rates (and thus high liquidity) and 
stable exchange rates. A tightening of 
money could spark a rise in interest 
rates and set off a market 
crash in New York. 

But as one Japanese 
broker sums up, as far as The 
Consensus is concerned 
*12096 of the bad news will 
have to come from overseas." 

Indeed, the market has 

been pleased to see that even 
the authorities are cooperat- 
ing in keeping the market on 
track. The Ministry of Finance 
eased up on some informal 
puidance which kept any one 
roker from handling more 
than 30% of the daily turn- 
over in the shares of small- 
and medium-sized compan- 
ies. 

That made it easier for the 
Big Four brokers, which have 
run up large capitalisation 
stocks mercilessly all year, to 
clean up on the last of the 
“low-priced” shares in the market, 

As of press time, there was only one 
company listed on the first section of the 
TSE whose price was below ¥500 
(US$4.12) a share, Nikkatsu, а well- 
known maker of porno movies. That 
means the entry fee to the TSE has be- 
come pretty steep. 

Is there a sequel to The Consensus — 
a Consensus II for what happens after 
the first quarter of next year? Yes, it ap- 
pears there is. Unfortunately, nearly 
everyone agrees that it will not be as 
good as the original. 
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Slow and unsure 


Taiwan reluctantly sells state-owned assets 


By Jonathan Moore in Taipei 


p decision to sell shares in gov- 
ernment-owned China Steel Corp. 
has been heralded as the beginning of its 
long-awaited privatisation effort. Pro- 
gress towards the sale of state-owned as- 
sets has been painfully slow because of 
policy contradictions as well as real eco- 
nomic and bureaucratic constraints. In 
fact, none of the companies destined for 
public sale is likely to be totally surren- 
dered by the government in the near fu- 
ture. 

The partial privatisation of China 
Steel will release 10% of the company's 
5.5 billion shares to the public. But the 
sale, which will take place in three 
tranches, could take two to three years 
to complete. It has been given added 
impetus, however, by the government's 
desire to use part of the proceeds to bail 
out financially troubled China Ship- 
building Corp. 

But the government has balked at 
selling majority stakes in the three large 
commercial banks which are owned by 
the Taiwan provincial government. 
These sales will be limited, for the time 
being, to 49% of the banks' outstanding 
stock. 

The sale of shares in government en- 
terprises will expand the supply of 
scrip in Taiwan's overcapitalised stock- 
market and broaden share ownership. 


COMPANIES 
HK Telecom 


goes cheap 


Investors are pampered in 
telephone company offer 


By Christopher Marchand in Hongkong 


? фы placement of 952.5 million shares 
in Hongkong Telecom, the terri- 
tory's phone monopoly, has gone ahead 
on terms which analysts believe are ex- 
cessively generous to new buyers at the 
expense of existing shareholders and 
telephone users. Аз well as offering 
some 75 million shares more than ini- 
tially planned, the issue was priced at a 
surprising HK$4.55 (58 US cents) a 
share. That represented a 7.696 dis- 
count on the last traded price, but an 
11% discount to HK$5.10 levels which 
prevailed in the weeks leading up to the 
offer. 

The offer's generosity was im- 
mediately welcomed by brokers. The 
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The announcement on 22 November of 
the China Steel sale had been antici- 

ated for some time. Significantly, it 
ollowed a boom and slump in the mar- 
ket which showed the authorities the 
dangers of too much money chasing too 
few shares. 

By extending private ownership, 
the privatisation effort, if carried 
through to completion, should have 
other far-reaching effects. It should 
make companies more efficient and de- 
crease the government's role in the 
economy. 

One reason for Taipei's measured 
approach to state asset sales is concern 
that a huge volume of shares, such as the 
China Steel issue, could depress market 
prices if sold too quickly. “The market is 
not big enough to handle the sale all at 
once, so we will sell them off step by 
step," said Economics Minister Chen 
Li-an. 

While government officials express 
optimism at what they hope will be a test 
case for privatisation, experts say the 
only likely effect in the foreseeable fu- 
ture will be the release of more shares 
onto the market. 

"China Steel will not be totally pri- 
vate," said a stock analyst who has been 
studying the sale. “The government will 
not want downstream [steel] industries 


price contrasts with expectation in early 
November of a level above HK$5. The 
market had forecast a price of HK$4.80, 
which would have netted the share ven- 
dors, Cable & Wireless plc and the 
Hongkong Government, HK$220 mil- 
lion more than they will now receive. 

The offer to retail investors expired 
at noon on 7 December, so the level of 
oversubscription was not known at 
press time. But brokers forecast there 
would no difficulty in taking up the 
shares. After the offer, Cable & Wire- 
less will hold 7596, the Hongkong Gov- 
ernment 7% and the general public 18% 
of Hongkong Telecom. 

A spokesman for the underwriters — 
who asked not to be named as the issue 
was in progress in the US — said that 
the share price fell in the last week as 
preferential rights to apply for place- 
ment shares only expired on 18 Novem- 
ber. The spokesman offered no reason 
why the share price fell sharply in the 
two days prior to setting the price. Stock 
exchange officials were in meetings and 
unable to comment. 

The spokesman defended the low 

rice on the grounds of market fragility. 
e cited British Steel's early trading in 
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to be subject to private pricing 
mechanisms." i 

Other companies on the govern- 
ment's privatisation list, include China 
Petrochemical Development Corp. 
Some of its stock will be sold in fiscal 
1990, Other targets are BES Engineer- 
ing Corp., a civil engineering company; 
Taiwan Machinery Manufacturing 
Corp., and China Shipbuilding Corp., 
though in each case no timetable for 
their sale has been set. Some of these 
firms are money losers, however, and 
are not likely to be saleable soon. 

The privatisation issue highlights a 
contradiction at the heart of Taiwan's 
economic modernisation process. The 
idea of privatising state enterprises has 
been under consideration since 1953, 
and is included in Taiwan’s current eco- 
nomic development plan. But Taipei 
suffers from a basic unwillingness to 
yield control which dates from earlier 
days of the Kuomintang. 


Tu historical attachment to 
ducting development policy thrc 
state-owned enterprises is compound- 
ed by political timidity. Economic 
policymaking in recent years has been 
characterised by a passive, crisis-man- 
agement style in which reforms are im- 
plemented after real political and eco- 
nomic change has made them inevita- 
ble. Privatisation, however, requires 
more direct initiative. 

Besides simple inertia and reluctance 
to cede control, special interests groups 
have also blocked progress on privatisa- 
tion. In the case of the three provincial 
banks — Chang Hwa Commercial Bank, 
Hua Nan Commercial Bank and First 


r | E Р 
Hongkong Telephone: fragile market. "^ "=" 





London — where the stock was quoted 
below its bargain offer price — as indi- 
cative of present treacherous uncer- 
tainty in world stockmarkets. 
Flexibility exists in the offer to ac- 
commodate retail demand — by siphon- 
ing off shares from the Hongkong and 
London institutional and international 
segments of the offer — to cater to 
Hongkong retail demand. The spokes- 
man defended the failure to reserve a 
larger portion of shares for small invest- 
ors on the grounds that “we had to build 
a rock solid foundation." п 
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mmercial Bank ~ 
sembly and provincial government, 
which owns the banks and derives in- 
come from share dividends, must ap- 
prove any sale of bank stock. Similarly, 
the Ministry of Finance has a special 
stake in maintaining the status quo be- 
cause the banks provide it with an oppor- 
tunity to dispense job patronage. 

The Economics Ministry also bene- 
fits from managing China Steel, the 
most prone of Taiwan's state firms. 
But there appears to be less resistance 
from vested interests to the sale of the 
teel group. 

Another procedural delay results be- 
cause such sales must first be passed by 
he Legislative Yuan (parliament). 
Prime Minister Yu Kuo-hua, long consi- 
dered a powerful opponent of privatisa- 
ion, last spring felt compelled by politi- 
cal change to affirm support for bank 
_ privatisation. Selling of bank stock, he 
aid, could occur after the passing of 
aw banking statutes by the Legislative 

п. This is expected some time next 
тусаз. 

The timing of the bank privatisation 
is a matter of concern. The new bank 
Jaw will set a schedule for liberalising 
banking licences, and many fear that à 
_ trio of established, privately held banks 
ould provide overwhelming competi- 
n for any newcomers. 

The idea of private banking itself 
rouses trepidation in a country which 
as seen massive mishandling of de- 
sits by private-trust companies. The 
ubious lending practices of Cathay 
rust and Tenth Credit Cooperative in 
.1985 sparked Taiwan's worst-yet finan- 
cial crisis. п 







































Buying a stake 
in the future 


`  sstitutional queries 
surround share purchase 


By Philip Bowring in Hongkong 


We should the future Hongkong 
V Government want to buy what the 
current one wants to sell? Ten percent 
of Telecom shares being disposed of are 
being acquired by the Land Fund of the 
future Special Administrative Region 
(SAR) government which will take over 
Hongkong in 1997. The fund collects 
50% of the current government's rev- 
enue from land sales. 

; Although the Fund has been in exist- 
ence for two years and now has assets of 
around HK$9 billion (US$1.15 billion), 
this is the first investment that has been 
publicly announced. The logic of it, 
however has not been explained. It 
could even be considered contrary to 
the Sino-British Joint Declaration. 

` The Hongkong Government is 
philosophically opposed to holding 


the provincial аѕ- · 

















Tx first issue of China Steel Corp. 
shares is expected soon after the 
to Taiwan's Ministry of Economic Af- 
fairs. The government plans to sell off 
540 million shares, or 10% of the com- 
pany's stock, in three lots of about 180 
million shares. At the moment, about 
2% of China Steel's stock is in private 
hands. 

The government and its advisers, 
Shearson Global Finance Services Co., 
want to take the issue slowly in order to 
ensure that the huge sale does not de- 
press market prices. At its current 
price of about NT$65 (US$2.31) a share, 
the stock to be sold is worth NT$35 bil- 
lion. 

At that price, the whole company 
would have a market capitalisation 
roughly equal to 12% of the stock- 
market's total capitalisation. 

“We feel that this [the sale] will be a 
good thing for the development of the 
whole capital market," said Chang 
Liang, president of Shearson in Taiwan. 
"Our main objectives are to distribute 
the shares as widely as possible and not 
depress the market severely." 

The first tranche is comprised of 
shares held by Chinese Petroleum 
Corp. The second and third lots, which 
are scheduled for fiscal year 1990, which 
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starts in July, comprise shares held by 
Taiwan Power Co. and by the Eco- 
nomics Ministry. Some NT$10 billion of 
the proceeds will go towards financing a 


equity in public companies and intends 
to dispose of holdings acquired — such 
as in banks it has rescued, or in entities, 
such as the Cross Harbour Tunnel and 
the Hongkong Building and Loan 
Agency, where it provided seed money. 
It hàd been assumed that the future 
SAR would follow a similar policy, 
holding the Land Fund's assets either in 
relatively liquid form, offshore as well 
as in Hongkong, as a form of additional 
reserves in case the current government 
should squander its fiscal reserves prior 
to 1997. Non-liquid investments in 


| Hongkong would either be in debt in- 


struments. to finance long-term infra- 
Structure projects, or the provision of 
seed equity for desirable ventures. 

The Joint Declaration states that the 
fund's income shall be "deposited in 
banks incorporated in Hongkong and 
shall not be drawn on except for the 
financing of land development and pub- 
lic works." 

The Telecom issue is not a money- 
raising exercise but a sale of existing 
Shares. The company does not need 
seed money, nor are equity investments 
normally regarded as suitable assets for 
reserve funds. Although the amount — 


Lunar New Year in February, according | 


| Under the hammer 


China Steel share sale should raise NT$35 billion 
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| NT$12.6 billion on sales of NTS$46.3 bil 





restructuring 
China Shipbui 


an for Taiwan's ailing 
ing Corp. 

The first lot will be sold by a syndi- 
| cate of 10 underwriters which will be or- 


| 


ganised by the government-invested 
Bank of Communications. To encour- 
age long-term ownership of the shares 
in à market where short-term specula- 
tion is the rule, investors who buy the 
shares and hold them for more than a 
year will be entitled to buy 10% more- 
stock at par value, or NTS$10, Hold. 
ing the shares for two years will 
able investors to purchase 20% тс 
par. 

Stock investors are eagerly aw 
ing the issue since China Steel 
of the most profitable state-run 
With the aid of tax breaks, its pre 
fits in the last fiscal year were 




















lion. 
The completion of the company's 
third-phase expansion programme in 
May this year should help boost profits 
next year to NT$16 billion on turnover 
of NT$60 billion. E 
China Steel's upgrading of produc.) 
tion facilities includes the opening a 
production line for cold-rolled steel a 
expansion into more capital-intens 
production of galvanised steel and elec. 
tric steel plate. It is currently try 
diversify its business with a joint-ve 
ture investment in a chemical сопу 
with China Synthetic Rubber Corp. 
~ Jonathan Moore - 






















HK$255 million — is small relative to the 
fund’s total assets, it could set a 
tunate precedent. The purchase i 
ously attributed to the political n 
create financial links between the 
sent and the future, and the role o 
tically influential banker Da 
Kwok-po of Bank of East Asia, Li 
uty chairman of Telecom, is one 
four Hongkong members of the fund's 
investment committee. 

It remains to be seen what other 
companies are successful in selling: | 
shares to the fund, and the attitud 
fund takes to the financing of the ! 
infrastructure projects in the future. 

Meanwhile, those interested in 
Hongkong's money supply would profit. | 
by knowing how much of the fund is 
held in Hongkong-dollar assets. At pr 
sent this important information is.tl 
exclusive preserve of seven peopl 
cluding Li, representatives of the Bank 
of China, the Hongkong and Sha 
and Standard Chartered banks, anc 
шу monetary affairs secretary 
Yam. Remarkably, the gove 
claims not to know anything about) 
fund on the grounds that Yam sro 
8 “private capacity." 
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Let the good times roll 


Latest company results show corporate Japan's recovery complete 


By Nigel Holloway in Tokyo 


J apanese industry seems poised for an 
era of strong sales, steady costs — 
and fat profits. Now in the second year 
of recovery, firms are benefiting from a 
virtuous circle that typifies the Japanese 
economy. Big profits mean large 
bonuses for employees, who in turn 
spend the money on more goods. Mean- 
while, companies use the improved 
cashflow to invest in new capital equip- 
ment and probably on more research 
and development (R&D), and thus be- 
come even more competitive. 

Corporate results for the period to 
end-September show the economy's 
4.5% annual growth rate has affected 
almost all sectors. Steel, textiles, car 
and trading firms were the first to ex- 
perience an upturn in sales and profits in 
the first year of recovery from the high- 
yen recession of 1985-86. Industrial 
machinery and electronics companies 
are now the star performers. 

Even heavily depressed industries 
are feeling the updraught. Shipbuilding 
and mining concerns are recovering and 
the main shipping companies are in the 
black after a decade of losses. The com- 
bined operating profit of the six biggest 
shipping firms was ¥8.9 billion 
(U55733 million) for the six months to 
September — slightly less than they lost 
during the same period last year. 

According to Wako Research Insti- 
tute, the recurring (that is, operating 
plus non-operating) sorts of Japanese 
industry will rise by 20% in the year to 
March 1989, while manufacturing pro- 
fits alone will grow by 44%. Profits in 
materials industries such as steel and 
non-ferrous metals producers, should 
grow faster still. 
These estimates are 
based on a survey of 
451 of Japan's 
largest non-finan- 
cial companies. In- 
dustrial profit mar- 
gins are likely to 
rise in the following 

ear to 3.48%, the 

ighest level since 
1969 during the last 
"golden age" of 
rapid economic 
growth. 

There are two 
major reasons for 
this profits surge. 
The first is the suc- 
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Based on 451 companies quoted on 1st section of Tokyo Stock 


have been shifted abroad, while home 
production has concentrated on top-of- 
the-range goods where domestic de- 
mand — and margins — are strongest. 
This pattern is most marked among the 
car makers, which have benefited from 
a boom for luxury cars in Japan, where a 
third of all cars sold now cost more than 
¥2 million. Wako reckons that operat- 
ing profits for car manufacturers and 
their component suppliers will rise by 
20% in the year to March 1989, against a 
97% increase the previous year. 

The second factor is that exports 
have remained stubbornly strong. de- 
spite the high yen. This has particularly 
helped makers of industrial and con- 
struction machinery, such as Komatsu. 

Electrical firms have been riding on 
the boom in worldwide demand for 
microchips. Toshiba's pre-tax profits 
rose 161% to ¥99 billion in the six 
months to September on sales up 6% at 
¥ 1.8 trillion. The firm expects semicon- 
ductor sales to rise by 19% this year. 
Wako says recurring profits for electri- 
cal machinery makers will jump by 52% 
in the year to next March against a rise 
of 45% in the previous 12 months. Of- 
fice equipment suppliers such as Canon 
and Ricoh have also gained from fast- 
growing exports. 

The industrial performance outside 
manufacturing has been mixed. Most of 
the big trading houses made respectable 
profits gains as the higher yen cut im- 

ort costs. Big construction firms saw 
increases in recurring profits of 10- 
114% in the six months to September as 
city centres were redeveloped and in- 
frastructure projects gained momen- 
























Source: Wako Research Institute. 

















tum. However, power companies' pro- 
fits fell sharply after the firms were told 
to pass on the effects of lower fuel costs 
in the form of tariff cuts of 5-7%. 

Overall, Wako expects the recurring 
profits of the companies it surveys to 
rise by 6095 between fiscal 1986 and 
1989. Profits growth at that rate will af- 
fect everything from corporate R&D 
spending to employees' bonuses. Manu- 
facturer's attention is likely to focus on 
raising product quality, rather than cut- 
ting prices. The profits growth will also 
give government revenues an unex- 
pected boost. 

Most analysts believe that the rate of 
profits Dod will slow next year as the 
recovery pen of Japan's business cycle 
ends — but opinion is divided about 
how steep the decline will be. On the 
one hand, wage costs are rising and im- 
provements in productivity are petering 
out. Demand for consumer durables in 
Japan is not likely to rise much next year 
and cheap imports of items such as 
video tape recorders continue to st 
On the other hand, if the yen „~.~ 
stronger and oil prices remain weak, 
manufacturers and power companies 
might be able to compensate for wage 
rises by cheaper raw materials. 

The Tokyo Stock Exchange already 
seems to have discounted a poorer per- 
formance by electrical companies, and 
the sector has significantly underper- 
formed during the past six months. It 
may well be joined by steel, industrial 
machinery and chemicals, analysts say. 
In the case of chemicals, the leading 
firms have benefited from cheap raw 
materials and from а worldwide boom 
in demand that is unlikely to be sus- 
tained in the next fiscal year. Further 
price rises for chemicals are unlikely 
and steel prices are peaking around 
now. But throughout industry cost cut- 
ting will continue, because Japanese 
managers assume the yen will keep ris- 
ing against the dollar for the foresee : 
future. | 
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Toshiba's chip research: 19% boost in sales. 
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A dragon at bay 


A's Taiwan will end the year 
with GNP growing at 7.1%, the 
economy is likely to face several 
problems next year — and not all of 
them stem from the appreciating NT 
dollar. 

The economic cooling caused by the 
appreciation of the NT dollar has begun 
to make its impact on real export 
p the motor of Taiwan's growth. 

e result is that while GNP in 1987 
grew by 11.5%, economists forecast 
pot next year will be down to 5.5- 

. о. 

Taiwan's trade surplus in the first 10 
months of 1988 shrank 4496, from 
US$16 billion to US$8.9 billion, be- 
cause imports grew by 48% in that 
nerind, while exports grew by only 14% 

5 dollar terms. 

aì NT dollar terms, however, the 
picture was far from rosy with exports 
growing a mere 1.2% from Janu- 
ary to October. The reason is that 
the NT dollar has appreciated 
some 40% since late 1985. making 
Taiwan's exports more expensive 
to overseas customers. Only a rise 
in exports of higher value-added 
goods, such as computers and 
other electronic goods, prevented 
an export slump. 

Labour-intensive manufactur- 
ing industries suffered the most 
as profits were further pinched 
by wage rises. The wage index for 
the manufacturing sector rose 
9.3% in the third quarter of 1988 
from a year ago. Asa result, mak- 
ers of downstream textiles and 


Despite some progress in diversify- 
ing trade away from the US — in the 
first 10 months of this year, Taiwan's ex- 
ports to the US comprised 39% of its 
total exports, down from 4996 in 1986 — 
Taiwan's economic fortunes are still in- 
timately linked to the US economy, and 
any slowdown there will drastically 
amplify these early effects of Taiwan's 
currency appreciation. 

It seems unlikely that a fall-off in ex- 

rts will be offset by a quick surge in 
agging domestic demand. And even if it 
is, "resources cannot be shifted over to 
the domestic demand sector overnight," 
notes Chu Yun-peng, a professor of in- 
dustrial economics at National Central 
University. 

The fall in the size of the trade 
surplus has at least brought relief from 
US pressure for the NT dollar to be ap- 
preciated. Meanwhile, Taiwan's for- 





















SAVINGS-INVESTMENT GAP NARROWS 
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eign-exchange reserves, after a slight 
dip to US$69 billion, rose again in Oc- 
tober to US$73 billion as hot money 
anticipated the US Treasury's report to 
Congress. 

The report in late October triggered 
an abrupt slide in the dollar against the 
local unit from NT$28.75:US$1 to 
NT$28.14:US$1. The Central Bank of 
China seems determined to defend the 
NT dollar near its current level for the 
time being, but the trend is for con- 
tinued appreciation next year. 

Not all the pressures on the eco- 
nomy come from outside Taiwan. Dom- 
estically, Taiwan citizens are becom- 
ing more vocal in their political and 
social challenges to economic policy- 
making. This could put a further drag on 
growth. 

Domestic political and social con- 
straints on growth now include growing 
labour militancy, disaffected farmers, 
and a developing environmental move- 
ment. Other causes for concern are ris- 
ing land prices and shortage ot 
space for industrial use along with 
higher wages and transportation 
costs. 

These pressures, combined 
with Taiwan's continuing problem 
of high money supply growth and 
super-liquidity, raise fears of pro- 
duction bottlenecks and cost-push 
inflation. The official consumer 

rice index is forecast to rise 2.6% 
in the fourth quarter of 1988 over 
the same period a year ago. It rose 
only 0.5% in all of 1987. 

Furthermore, though invest- 
ment is still rising by 16% , as mea- 
sured by gross fixed capital forma- 
tion, forecasters say it is insuffi- 








shoes continued to relocate pro- 
duction to Southeast Asia and 
D а. 









—— Gross fixed capital formation 
Source: Directorate General of Budget, Accounting and Statistics. 


COMPANY RESULTS 


cient to close the enormous gap 
between savings and investment 
quickly. — Jonathan Moore 


Hitachi Ltd H30Sept.| ¥84.94b +51.5 | ¥3.117t +11.9 Fastest growing sector for the Japanese conglomerate is 
(US$699m) (US$25.68b) computer related electronics. 

Larsen & Y30 Sept. | Rs312m +13 Rs6.72b *19 Indian heavy engineering firm said orders increased 29 to 

Toubro (US$18.9m) (US$407m) Rs8.84b. 

Malaysian Y30 Sept. | M$12.9m +622 | M$86.3m +18.5 6M¢ | Newcapacity will enable the company to take advantage of 

Oxygen (US$4.8m) (US$32.1m) (14 Ме) | anupturnin demand. 


NZI Corp. H30 Sept. | -NZ$179.6m NZ$1.41b +25.9 NZ$5 
(US$155m) (US$1.21b) (same) 
[Konica Corp. Y2.54b 4104 | ¥174b +8.25 
| (US$20.9m) (US$1.43b) 
| H30 Sept. | ¥100.71b ¥2.798t +1.1 ¥2,500 
1 (US$830m) (US$22.9b) (same) 
` | Westpac Y 30 Sept. | A$693m +69 | A$9.68b" +5 43A€ 
Banking Corp. (US$603m) (US$8.42b) (28.5 Ac) 


. Y = year ended. Н = half-year ended. “Operating revenue. 


| FAR EASTERN ECONOMIC REVIEW e 15 DECEMBER 1988 


Y 236b. 


This worse-than-expected loss results from loan loss 
provisions. There will be no final dividend 


The Japanese camera maker reaffirmed its Y 7.5b full year 
target, andis set for a total Y 10 dividend. 


NTT lowered its forecast of parent net profit to Y 233b from 


Full dividend includes a 10 Ae special dividend after 
strong Australian performance. 
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5Dec. 3 months РЕА : 1-year 
: go 5Dec. Prime interbank interbank interbank 
10551 WORTH — agot lending ооо т 7 топіћї | 3monthst | &monthst 
dollar 1.144 tas $ 1.398 i N dL 
pound 0.534 0.543 0.593 0.558 Australia 16.50 14.40 14.76563 | 1484375 | 15.04688 
Чойаг 1.1859 1.191 1.236 1.312 
franc 5.883 5.918 6.297 5.66 Britain 13.00 - | 12.9375 13.25 13.1875 
dollar 7.8003 7.808 7.808 7.783 
rupee 14.964 14.982 14.30 12.90 Hongkong 19:09 = 8.875 9.00 9.00 
rupiah 1,722,00 1,721.00 1,700.00 1 pees indonesia 22.00 - 21.00 n.a. na. 
en 121.425 121.90 133.925 Я 
pam 2.675 2.68 2.6685 2.501 Japan "5.70 - 4.59375 4.48438 4.50 
dollar 1.527 1.527 1.609 1.655 "3.375 | 
тирее 18.6813 18.6813 17.83 17.4825 | 
резо 21.40 21.40 21.08 21.05 Malaysia 6.75 - 4.10 4.20 4.30 
dollar 1.942 1.944 2.039 2.036 
South Korea won 685.30 688.10 721.30 795.80 New Zealand 16.50 14.30 14.18 14.50 14.65 
en Lanka e pee | ed я oen Philippines 25.3125 17.745 13.50 14.00 14.00 
witzerland anc 1.4, 1.4485 E : j 
Taiwan NT doltar 28.14 28.11 28.81 29.27 Singapore 6.13 - 4.9375 5.00 5.0625 
Тһайапа baht 26.04 25.08 25.58 25.41 UK 325 y а à 
WestGermany таж 1.7225 1.732 | 1.8525 | 1.673 South Korea 11.59 9 
" ах Taiwan 5.75 5.01 3,75 4.50 5.15 
Banknote Official Communist Р 
rate” rate L Countries Thailand 12.00 7.20 12.00 12.25 = 
29.80 32.30 China US = 10.50 L 8.884 9.6875 i 9.4375 | 9.4375 
Noa eg US$=Rmb 3.722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt 
8.04 8.05 HKS=Rmb 0.476 | month 3 months 6 months 12 months 
26.50 24,00 Soviet Union 
10.895 | 0.88 US$= Rouble 0.6005 apes г 9.625 9.375 9.375 9.4375 
her: SDR1--US$1.36814, ECU1 =US$1.20145, Laos ering 13.00 13.1875 13.1875 13.125 
S$1-MS1,379, £1 = HKS14.5755, US$=New Kip 430.00 Yen 4.50 4.375 4.375 4.4375 
ı3 months forward: Japan Y 121.432, 3 Vatan Swiss Fr. 5,125 4.9375 4.6875 4.5625 
‘Hongkong HK$7.799, Singapore $$1.9474, Dm 5.1875 5.125 5.125 5.1875 
iddle. *Selli te US$ Dong 2,600.00 E К $ . 
сы аа ra : AS 14.50 14.3125 14.625 14.75 
Source: Telerate for spot and forward rates from Asian money markets, Republic Na- C$ 10.1875 10.5625 10.875 10.875 
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tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for official rates. 
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*long term 





**short term 
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Last sale to 5 Dec. 
3months 
ago 
: [london (3) 430.35 423.75 427.75 481.75 
Copper NewYork — (4) 
“Current delivery (Dec.) 150.20 154.60 101.80 115.25 
Jan. delivery 143.20 
luminium London [ul 
Current delivery (Dec.) 1,250.00 1,255.00 1,498.00 922.00 
‘Mar. delivery 1,235,00 
Tin KualaLumpur (2) 19.59 19.41 20.10 16.99 
Cotton New York (4) 
Current delivery (Оес.) 58.77 55.70 53.08 64.80 
Mar. delivery 57.68 
| Rubber KualaLumpur (9) 
Current delivery Jan.) 281.50 277.00 331.50 268.50 
; Mar. delivery 282.50 
Palm Oil KualaLumpur (5) 
; Gurrent delivery (Dec.) 978.00 972.00 976.00 875.00 
-: Mar. delivery 1,009.00 
› New York (4) 
Current delivery (Jan.) 11.01 9.90 10.64 778 
: ‚Маг. delivery 11.54 
'epper Singapore (10) 
|, Sarawak Asta bik 100% 480.00 480.00 477.50 985.00 
Wheat Chicago (6) 
Сштепе delivery (Dec.) | 
“Маг. delivery сео 425.40 399.60 309.00 
ize Chicago (7) 
258.60 265.00 289.00 184.40 
268.60 
Bangkok (8) 
305.00 305.00 305.00 268.00 
Chicago 6) 
rrent delivery (Jan.) 768.60 765.60 869.00 587.00 
ar. delivery 780.60 
London {1) 
Current delivery (Бес.) 1 
Mar. delivery ba! 862.50 872.50 094.00 
Cottee London tu 
Current delivery (Jan.) 
Маг. delivery 1 097.50 1,067.50 1,022.50 1,240.00 
Petroleum Tokyo (11) 
Sumatran light 13.15 11.30 14.35 - 
Brent London {11 | _ У d 
` E 14.50 12.30 13.75 17.65 
ffü)£atonne @)MSakg (G)USSanoz  (4jUScalb  (5MS$atonne {6} USg a 60 ib bushel 


08€ a 561b bushel 


@US$atonne (9) Мсака 


(10) $$ a 100 kg 





11) US$ a barrel 


Source: Telerate, Reuter. 








Source: Telerate, Vickers da Costa & Co. 


BOND YIELDS (%) 


Average of representative high-grade issues 


imanth | 6 months f 


ON 


5 бес. 
US$: 
Domestic 3-5 yearst 
7-10 yearst 
international 3-5 yearst 
7-10 yearst 
Yen: 
Domestic 3 years t 
10 years т 
International 3-5 yearst 
7-10 yearst 
Dm: 
Domestic 3-5 years” 
10 years " 
International — 3-5yearst 
7-10 yearst 
Domestic 3 years t 
10 years t 
international — 3-5yearst 
7-10yearst 
C$: 
Domestic 3years * 
10 years * 
international 3-5 yearst 
7-10 yearst 
£: 
Domestic 3 years t 
10 years t 
international 3-5 yearst 
7-10 yearst 
NZ$: 
Domestic 3-5 years t 
7-10yearst 
International 3 years * 
ч 7-10 years t 
SFr: 
3-5 yearst 
7-10 уеаг&1 
ЕСИ: 
3-5 yearst 


7-10 yearst. 7.80 
Ld. 








9.08 
9.14 
9.35 
9.40 


4.08 
4.66 
4.02 
4.66 


5.92 
na 





5.74 
6.37 


n.a. 
n.a. 
13.65 
13.26 


10.29 
10.11 
10.50 
10.42 


n.a. 

n.a. 
11.38 
10.71 


14,502 
13.75 
14.72 
13.945 


4,52 
4.71 


7.30 








3.72 
3.97 
8,73 
9.09 


4.53 
5.51 
4.60 
5.42 


n.a. 
n.a. 
5.70 
6,58 


n.a. 

n.a. 
12.39 
12.19 


9.61 
9.80 
9.81 
10.10 


n.a. 
n.a. 
10.13 
10.11 


13.8375 
12.70 
13.70 
12.76 


4.35 













8.41 
8.93 
8.54 
9.03 


3.94 
4.88 
4.04 
4,66 


















* AAA corporate *Govemment. 
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Economic Growth % (real) (1) 
1987 


! 1988 
International Reserves (5) 
Latest 


Year earlier 


Economic Growth % (real) (1) 
1987 


1988 
International Reserves (5) 
Latest 


Year earlier 


(1) е сои er en абаб (2) Consumer Price index А (3) М2 ог 


exceptforSingapore (6) Customs 
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+USS19.40b 
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Tokyo glitters, Taipei’s sold 


NEW highs in Tokyo and Seoul contrasted with the gloom that enveloped markets in Taipei and Australia in 
the period ending 5 Dec. Elsewhere, both minor and major markets struggled to find direction. 


TOKYO: New highs were reached in a 
strong start to the traditionally bul- 
lish December and small- and medium- 
sized issues fared particularly well for 
technical reasons. Mitsubishi Motors 
made a good debut. Marubeni was up 
¥69 (57 US cents) at ¥787 and Japan 
Line gained ¥71 to ¥572. Turnover 
averaged 1.16 shares а day, worth 
¥1.2. 


HONGKONG: After a quiet start, in- 
terest in property stocks triggered ac- 
tive trading, which prevented later pro- 
fit-taking from depressing the market. 
Most blue chips ended the period 
mixed. Turnover averaged 686m 
shares а day, worth HKSI.04b 
(US$133.3m). Swire Pacific A rose 40 
HK cents to HK$18.90, but Hongkong 
Bank slipped 5 HK cents to HK$6.25. 


SINGAPORE: Trading slumped to its 
lowest levels this year with an average 
of only 12.2m shares changing hands a 
day, valued at $$26.2m (US$13.47m). 
Investors waited for cues from the US 
but failed to react when they got them. 
Retail stock Metro fell 35 S cents to 
$$6.20 on announcement of poor re- 
sults and ио Land lost 15 S 
cents to S$7.45. 


KUALA LUMPUR: Prices drifted 
downwards in very thin trading for 
most of the period. Even the debut of 
Arab-Malaysian Merchant Bank failed 


|. to lift spirits and the counter closed at 


M$4.12 (US$1.54), 18 M cents down 
on its offer price. MUI attracted a lot of 
interest and traded 15 M cents higher at 
M$2.36. Volume averaged 7.9m shares 
а day, valued at M$19.04m. 


OK: The market managed a 
slight recovery, but investors were very 
cautious, and trading was quiet — daily 
volume averaged 4.3m shares, worth 
Baht 381.4m (US$15.3m). Speculative 


shares fared best. The stocks which fell 
| the most were Saha Union group stal- 


warts Union Plastic, Union Pioneer 


` and Union Thread, each of which fell 


by 8-9%. 


| MANILA: Mining stocks led the mar- 
- ket as most commercial and industrial 


issues wavered. First Holdings-B 

ined 22% to 2.16.50 (77 US cents) on 
opes of good profits from the sale of 
its Manila Electric holdings. Among 
mines, Lepanto-B inched up 4% to 


-. 20.52 but Atlas-B fell РІ to P35. 
_ Average turnover was 1.48b shares, 


worth P.118.14m. 

















AUSTRALIA: The market fell without 
respite, despite relative cheer from 
New York and Tokyo. Brokers blamed 
the high Australian dollar for driving 
foreign investors away and hitting ex- 
ports. There was also bad economic 
news and interest rate fears. Adsteam 
lost 26 A cents (23 US cents) to end at 
AS5.20, Elders was down 9 A cents to 
AS2.68. 


NEW ZEALAND: Falls їп Australia 
and Wall Street combined with con- 
tinuing political uncertainty and rising 
interest rates to force the Barclays 40- 
share index to its lowest point for nine 
months. Volume was a very low 29.2m, 
worth a mere NZ$36.5m (US$31.9m). 
Fletcher Challenge ended down 1 NZ 
cent at NZ$4.45. Brierley fell 4 NZ 
cents to NZ$1.18. 


SEOUL: Spurred by a cabinet reshuf- 
fle, abundant liquidity, an announce- 
ment of interest rate deregulation, and 
a schedule for capital market liberalisa- 
tion, the market hit new highs. Turn- 
over averaged 18.6m shares worth 
Won 426.6b (US$622.8m). Construc- 
tion and cement were the strongest sec- 
tors, but Daehan Finance & Invest- 
ment lost 4.1%. 


TAIPEI: Investors sold heavily as the 
imminent revival of the ane gains 
tax on stock profits spread a pall of 
gloom. News of higher oil prices contri- 
buted to profit-taking sentiment. Turn- 
over was down at NT$44.16b 
(US$1.57b). USI Far East lost NT$24, 
to NT$98. United Microelectronics 
went from NT$124 to NT$99.50, a 
19.7% decline. 


BOMBAY: A last-day reaction to 
another rise in daily margins wiped 
out early gains. Strong institu- 
tional support had earlier pushed the 
market up, despite the absence of 
major speculators. Associated Cement 
jumped Rs 41 (US$2.80) to Rs 415. 
Baie Auto gained Rs 7.50 to Rs 
407.50, while Zuari Agro shed Rs 7.50 
to Rs 80, 


NEW YORK: Brokers braced them- 
selves for a barrage of sell orders after 
latest employment figures showed evi- 
dence of an economy booming too fast. 
But e was modest, and brokers 
started talking once again of a pre- 
Christmas surge. Volumes were mod- 
est, averaging 136.8m shares a day. 
Both shares and bonds finished slightly 
higher. 
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Novation 


HERCULES TO THE RESCU 


Eighteen hours can be a long workday. There 
are not many aircraft with that kind of endurance 
But eighteen hours is even longer to those who 
are lost, hurt, and trying to stay alive; or for those 
at home, waiting for word 

That's why it’s vital to have the C-130 Hercules 


airlifter on the job. When the lives of husbands, 


sons and daughters are at stake, what is needed 
is a search airplane that can stay out there...for 


however long it takes. And once it finds the sur- 


vivors it can drop food, medical supplies and 


survival equipment to last until they 
picked up 
Being able to stay aloft for eighteer 
means the C-130 can cover a lot of ter 
can fly radius flights of up to 2 
This renders it an ideal choi 
and-rescue missions, but for di 
patrol as well 

Versatile, dependable, affordable, the Her 
comes through when it matters mi 


riockheed 


Aeronautical Systems Company 


Giving shape to imaginatior 








Where even a trip down 
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m 
ROYAL BRUNEI 


Touching the world. 








the at 
priceless experience, 











































ing region. 


Completely revised and updated 


Asia1989 Yearbook 


We give you Asia, 
minus the mystery, 
minus the myth: 


F Asia, the world’s most dynamic market place is home to more than half of тап: 
kind. Every day events occur here which not only shape the destinies of its more 
than 4 billion population but affect the entire world as well. 


The Asia 1989 Yearbook does more than just cover these events — it compiles, 
lyses and interprets them for the reader. No businessman or scholar can afford to ignore 
them. Nor can any professional or anyone who has dealings with or an interest in this excit: 


Decide for yourself whether any other single medium puts the social, political and economic realities of Asia at 


your fingertips as does the Asia Yearbook. 


NOW IN ITS 30TH YEAR... 

Matching the rapid pace of Asian development the Asia Yearbook goes into 
great detail, with greater insight — a book which everyone who needs to 
know about Asia should have on the bookshelf. Now in its 30th year the Asia 
1989 Yearbook is more thorough and comprehensive than ever before. 


COUNTRY-BY-COUNTRY ANALYSIS . . . 


Each country is discussed with up-to-date reviews of its Politics and Social 
Affairs, Foreign Relations, Economy and Infrastructure, complete with a 
map and lists of leading public officials. The Asia 1989 Yearbook gives you 
localised, first-hand information on everything from market potential and 
population trends to foreign aid involvement and social and cultural land- 
marks. Each country chapter has a Databox giving essential vital statistics. 
And there is also a statistical round-up compiled against a master question- 
naire provided by Yearbook experts. 


HOW IT IS DONE... 

Published by the Far Eastern Economic Review, the Asia 1989 Yearbook is 
the result of thousands of manhours of work during the year. Every week, 
the Review's correspondents file on-the-spot reports from every major 


Asian capital and other areas of interest throughout the region. This leadin 
team of writers, analysts, experts and research staff contribute (as they have 
regularly for 30 years) to keep the Asia 1989 Yearbook on top of events. Те 
give you Asia minus the mystery, minus the myth. To give you Asia as onl* 
the Far Eastern Economic Review can. 


SOME OF THE FEATURES YOU'LL FIND . . . 


The Asia 1989 Yearbook offers completely revised chapters — covering 
another historic year in Asia, and analysing US involvement in the region 
and you will also find familiar chapters and features as well: a portrait of The 
Entire Region, The Power Game, Population & Food, Developmem 
Banks, Asian Finance, Asian Investment, Commodities, Energy, Aviation 
Shipping, Fishing, Trade & Aid, the Pacific, Asian & Pacific Organi E 
and much more. 


As in the past, the Asia 1989 Yearbook has an abundance of charts, tables 
and graphics to illustrate the material, including a full military profile ой 
each regional country. 


The main body of the book contains chapters on 31 countries, ranging from 
Afghanistan to Japan, from China to New Zealand. 


To: Publications Division, Review Publishing Company Ltd., G.P.O. Box 160, Hongkon 


n E TE REI 


Please rush me copy/copies of the Asia 1989 Yearbook. 
О Тепсіоѕе a cheque/postal order for — 
[1 Or, please charge my credit card (tick one) 

American Express ÛL] Diners Club О 








Name: 
Address 





MasterCard 0 
Expiry Date: 


Signature: 






Soft 
HK$225 





Visa О 

















| Card по: . 
(Please print in block letters) 


Asia 1989 Yearbook (Soft Cover) 


- 0 bysurface [O by airmail* 





ee р 
Asia 1989 Yearbook (Hard Cover) 


No. of copies No. of copies 
"For airmail delivery, please add: HK$55/US$7/£4.50/S$15.50/M $18.50/3€ 1.000 per copy. 














S$65.00 


EE 
ae 





Г] by surface O by airmail* 
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THE LABEL OF ACHIEVEMENT 
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BLACK LABEL COMMANDS MORE — 
(2 YEAR OLD - 


JOHN WALKER & SONS LTD, SCOTCH WHISKY DISTILLERS, KILMARNOCK, SCOTLAND 2 





CLASSIFIED ADVERTISEMENTS 











A one-year Next program 
management begins 
development August 1989 
program 

offering the 

Master of 

Business 

Administration 

Degree 

emphasizing 

global and 

Pacific Rim 

business studies 


AR MBA 


Ba 


University 
of Southern 
California 


Graduate 
School of 
Business 
Administration 


IBEAR MBA Program 
Graduate School of Business Administration 
University of Southern California 
Los Angeles, California 90089-1421 
Phone: 213 743-2272 
Telex: 4720490 USC LSA 
Facsimile: 213 749-5887 











PERSONAL 


UCLA 
GRADUATE SCHOOL OF MANAGEMEN” 
(nce apad ies NIB 4 


THE ADVANCED 
EXECUTIVE PROGRAM 
Competing in a Global Environment 
Program Directors: William б. Ouchi and Jose de la Torres 
July 9-21, 1989 on the UCLA campus 


The UCLA Graduate School of Management presents a twc 

week residential program for experienced senior executive 

from around the globe who have responsibility for initiatingy 

and implementing strategy for a major business unit hay 

program faculty possess international reputations, 

wealth of consulting and executive teaching experienci i 4 

ternational business. 

The content will consist of three interrelated components: 

= Strategy: Meeting the global competitive challenge ane 
achieving sustainable competitive advantage. 

m Environment: Assessing the global business environment an 
its implications for strategy. 

m Organization: How to create a flexible organization consister 


with strategic intent and environmental reality. 


For a brochure or further information, please contact: 
Dr. Victor Tabbush, Associate Dean 
UCLA Graduate School of Management 
Los Angeles, California 90024. 
Tel:(213) 825-2001, Facsimile: (213) 206-8460. 





Ys University "PUBLICATION 
CN Degrees bo m vein | 


LOTTERY 





3/4 BILLION 
DOLLARS! 


Yes, over $750 MILLION in prize 
money was won in 1987 by 
subscribers to the famous and 
popular AUSTRALIAN LOTTO 
JACKPOT GAMES including 145 
FIRST PRIZE POOLS of between one 
million and eleven million 
dollars and over 500,000 weekly 
prizes 

Overscas members of 
AUSTRALIAN LOTTERY SYSTEMS 
(A.L.S.) now play in 5 separate 
draws each week in the lotto 
system with the HIGHEST STAKES 
AND LOWEST FEES worldwide. 
50-weeh membership gives you 250 
draws with 5,600 chances of 
winning rich TAX-FREE PRIZES. 
paid in one lump sum! 
DOUBLE. TRIPLE (and more ) PRIZE 
MONEY THAN 15 OF FERED BY CANADIAN 

AND GERMAN GAMES — 
AT A FRACTION OF THEIR CHARGES! 


trom only гог d AG nunt 


$252! information mail 
oupon 


ALS 

G.P.O. Box 5296, 

Melbourne, 5001, AUSTRALIA 

FAX: +613 - 527 2088 

IMmMMEL LL 

ADDRESS ————— 

COUNTRY 

VALID ONLY WHERE LEGAL 





THE 
DIPLOMAT HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 
TEL: 01-235 1544 
TELEX: 9226679 DIPLMT G. 
Single: £49.95 + VAT 
Double/Twin: £64.95 + VAT 


All rooms with private facilities, col- 
our television, direct dial telephone, 
hairdryers, coffee and tea makers. 
Substantial breakfast served in 
bedrooms. 





BUSINESS 


BBA/MBA COURSES 

Private non-traditional unaccre- 
dited University offers external 
Bachelor and Master of Business 
Administration courses. Also Doc- 


torate (Ph. D) programme. 


There are no residential require- 
ments and the courses can be 
taken anywhere in the world. Full 
details are available from: 


Neil Gibson & Company, 
t. FER, PO Box 3, Sudbury, 
olk, England. 





If you have something 
tosay...sayit 
in the Classifieds! 


і FORECASTING: 
1 STAYING AHEAD W? 
OF THE GAME 


I Currency Confidential is а weeh , 
forecasting service for dealers, investors ar 
business people. It shows you how you an 
your company can make a great deal of 

E money out of currency fluctuations and 
movements in interest rates. 
Every week you will get an overall survey off 
ай he major currencies - where they are an 
where they are heading: explicit foreign 
exchange rate and interest rate forecasts ag 

| well as explicit investment advice. 


Apply now for free sample copy to 
Room D, Eurostudy Publishing Company 
Lid, Ludgate House, 107 Fleet Street, 
Nersen, EC4A 2AB, England. 
шиа шын шын шин шын á 50 





AVAILABLE 


Large quantities natural latex, 
surgical/examination gloves, 


and teak. Please contact: 
Advertiser Box 1215, Far 
Eastern Economic Review, 
GPO Box 160, Hong Kong. 
















Readers are recommended 


to make appropriate enquiries and take appro- 
priate advice before sending any money, incurring 
any expense or entering into a binding commit- 
ment in relation to an advertisement. The Far 
Eastern Economic Review shall not be liable to 
any person for loss or damage incurred or suffered 
as a result of his/her accepting or offering to ac- 
cept an invitation contained in any advertisement 
published in the Review. 











nvites applications from highly qualified and 
experienced communications professionals 
or a broad range of vacancies in information 
d Public Affairs. Fluency in English is essen- 
ial. Please send resume before 31 December 


88, to: 
798810: UNEP, Recruitment Unit, 
P O Box 30552, Nairobi, Kenya. 























SEAFARMING 
AUSTRALIA 


` unique business migration opportunity, with management 
in place, for “Seafarming” of Atlantic Salmon and Ocean 
_ based in Tasmania, Australia. 

The Company would be suitable for ultimate listing on the 

ustralian Stock Exchange. Price $5.5 mil: Details on request. 


REAL ESTATE 
OPPORTUNITIES 


A vast range of selected properties available in Sydney and on 
ueensland's Gold Coast. i 

Properties from 5 Star Luxury Hotels to Residential Apartments 
nder construction: currently d joint venture partner for а 
ime location, International standard hotel, or a luxury high-rise 
velopment. 
For details please contact: DENNIS PALLOS 


SOVEREIGN REAL ESTATE PTY LTD 
Level 8, 36-38 Clarence Street, Sydney, NSW 2000 ` 
TEL: (02) 262 3322 FAX: (02) 262 3310 ` 






































Move $ ondon Property from Hong Kong 
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LETTER FROM SINGAPORE 


Lo tropical rain forest is hardly the 
first image of Singapore that comes 
to mind. Yet where else can а visitor ex- 
perience an easy half-day stroll through 
safe, well-trailed “jungle” (devoid of big 
cats, not to mention the usual leeches), 
just 20 minutes’ drive from a modern 
metropolis? 

Where else but in Bukit Timah Na- 
ture Reserve? In the eyes of Singapore's 
growing community of nature buffs (the 
local branch of the Malayan Nature So- 
ciety now has about 800 members). and 
of many international scientists too, this 
tiny 71-ha reserve featuring Singapore's 
highest point (162.5 m) is a national 
treasure, containing as it does the island 
republic's remaining unlogged primary 
rain forest. 

Such forest — tall hardwood timber 
trees — still covered 60% of the island 
in 1848, 29 years after the arrival of the 
first European settlers. But by 1882, 
only 7% of Singapore's forests re- 
mained. It seems likely, however, that 
Bukit Timah, then about 343 ha, en- 
joyed protection as early as the 1850s. 

The last tiger in Bukit Timah forest 
was shot in 1924. Today, though wild 
long-tailed macaque monkeys roam the 
area, more exotic denizens such as the 
leopard cat, the flying lemur, the pango- 
lin and the mousedeer are sighted less 
and less frequently. The survival of 
others, such as the slow loris, is doubt- 
ful. Probably the last banded leaf mon- 
key in the reserve was found dying, sav- 
aged by domestic or stray dogs, only in 
October last year. 

Scientists reckon the reserve has lost 
more than 5096 of its bird species since 

1949, Plants, however, thrive: Bukit 
Timah contains more than 40% of all Sin- 
gapore's native flora — about 800 species 
— andis the only site for many of them. 

The survival of this reserve іп ‘апу 
form is remarkable, considering the 
threats it has had to face. These have in- 
cluded small-scale timber-cutting as 
well as marginal plantation agriculture 
in the past, continuing erosive granite 
quarrying on the reserve’s periphery, a 
long-established tarmac road to the 
Gurkha-guarded hill summit, and wide- 
spread deposits of toxic copper slag as a 
result of continuing shot-blast cleaning 
of an adjacent VHF transmitter tower. 

Finally, in 1986, came the six-lane 
Bukit Timah Expressway, destructively 
cutting a forest corridor then connecting 
the reserve with the 1,622-ha central 
water catchment forest, a valuable 
breeding pool. 

This apparently was done in the face 
of objections from the Nature Reserves 
Board, nominally in charge of the re- 
serve, with only minor adjustments to 
accommodate the board’s fears. The 
isolated reserve is now vulnerable to the 
effects of inbreeding and to any poten- 
tial catastrophe, such as epidemic di- 








seases or major weather disturbances. 
Only time will tell whether it really can 
survive. 

And, as hiking has gained popularity 
among more adventurous young Sin- 
gaporeans, so has increased human traf- 
fic compounded the reserve's problems. 
An estimated 78,000 people visited last 
year. The monkeys are learning they 
can get food from humans: begging 
now, likely to demand later. 

Despite several wildlife-protection 
laws — but with inadequate penalties, 
often leading to fines as low as S$300 
(US$150) — and five rangers on patrol, 
bird- and animal-trapping goes on. 

There is already much evidence 
suggesting the reserve may be in the 
throes of a slow death: marooned amid 
concrete, it is drying up. A drought 
combined with fire could one day have 
serious consequences. 

Too many tall trees have fallen, 
sometimes for lack of proper wind- 
breaks, leaving sun-bathed gaps in the 
canopy which aid the growth of tangled 
secondary vegetation. With the catch- 
ment forest cut off, the chances of seeds 
reaching the reserve to promote forest 
regeneration are slim. 

Paradoxically, the more humans visit 
and enjoy the reserve, the more likely it 
is to be valued and preserved for post- 
erity. Leaving aside the climatic, con- 
servationist and aesthetic dimensions, 
the reserve's value can be denominated 
in terms of recreation and education, as 
well as tourism. And to some extent, re- 
search too — new species of insects are 
still being found in Bukit Timah. 


TS good news is that the Singapore 
authorities are now prepared to 
recognise the reserve's worth with deeds 
as well as words. Nature-lovers' efforts 
to remove the granite quarries, which 
date back to 1951, have been only par- 
tially successful since the 1970s, but may 
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at last bear fruit. It is believed that the- 
government has plans to stop all quarry 
ing around the reserve. Remedial action” 
on erosion resulting from past quarrying 
is under way. 

The expressway margins will also bc 
reforested with native trees. Some con 
servationists nurse hopes of "toad tun 
nels” under the expressway to allow 
some animal movement between the re 
serve and the central catchment forest 
But in hard-headed Singapore. thi% 
seems а pipe-dream. 

The reserve is run by the Ministry ow 
National Development's parks and rec 
reations department (PRD), acting fo 
the Nature Reserves Board, whos 199 
members and chairman are appi Ф 
either by the president of Singapore os 
by the ministry. This system is due fo 
restructuring soon. 

The PRD's implementing arm is the 
Botanic Gardens. Plans due for comple 
tion within maybe two years cater fo» 
the addition of a visitor centre and im 
proved parking facilities at the entrance 
to the reserve. The centre will include 
better amenities (such as toilets, a first 
aid unit, rain-shelters), a picnicking 
area, educational displays and a publi 
cations sales outlet. 

Through the case study of Buki» 
Timah, Singapore may be able tc 
pioneer proof of an internationally, 
significant hypothesis recently put for- 
ward by Dr Richard Corlett, now at thc 
University of Hongkong's botany de- 
partment but until recently a botany lec- 
turer at the National University of Sin- 
gapore and habitué of Bukit Timah: he 
says experience at the reserve sug 
contrary to current conservationis 
vention, that small rain forest reserves 
inhabited by only small animals may be 
viable and useful after all. 

"It [the reserve] has experienced the 
rapid collapse of vertebrate diversity . . . 
In contrast, there is little evidence as yet 
for the predicted "domino effect’ lead- 
ing to the general collapse of biotic di- 
versity. The very rich flora and inver- 
tebrate fauna show no signs of massive 
extinction and replacement by wide- 
spread weedy species,” writes Corlett in 
Environmental Conservation (Spring 
1988). 

Corlett also wryly opines that the 
conservationists’ usual clamour for 
huge nature reserves may stem not so 
much from an objective need, as from 
their own bias in favour of the more “ex- 
citing” forest-dwellers — large animals 
such as tigers, leopards, elephants, 
rhinos and so on — which do require 
large areas. — Ilsa Sharp 





15 DECEMBER 1988 ө FAR EASTERN ECONOMIC REVIEW 


IT IS A MOMENT YOU PLANNED FOR. REACHED FOR 
STRUGGLED FOR. A LONG-AWAITED MOMENT OF SUCCESS. 
OMEGA. FOR THIS AND ALL YOUR SIGNIFICANT MOMENTS 





OMEGA 


OMEGA. TIMING ITS 20TH OLYMPICS IN SEOUL 





There’s no cognac more rare and precious 
than Camus Extra. In recognition of its exceptional 
quality, smooth and mellow taste, and fine bouquet, 
Camus Extra was voted the best cognac in the world at 
the 1987 International Wine and Spirit Competition. 


The hest coenac in rhe world, 











CHINA'S REFORMS JL 


Radicalor Gradual: 
SINGAPORE: . 
Re-inte'retina-thesA 
TRADE: 


Gatt's Credibility Gap 


FarEastern Economic 


HONGKONG BANK 


Race against History 





оте TIMERE SER S T * 


[WT TT 
2k B trt 
е 





hy 








~ 


Australia A$3.75 — Bangladesh Така 38 — Brunei B$4.50 — Burma Kyats 5.50 — Canada C$4.50 — China US$2.50 — France Fir 22 Hollar 


Japan #660 — Korea Won 2000 — Laos US$2 — Malaysia M$5.50 — Nepal Rs 25 — New Zealand NZ$4 5C 





Pakistan Rs 2 t 
Singapore S$4.50 — Spain P 300 — Sri Lanka Rs 45 — Sweden SKr 25 — Taiwan NT$90 — Thailand Baht 7( Uu 


AhlanWasahlan 
Generously. 





43 ~ 


ORIZON First Class seats in Business Class cabins. 
s- We understand the needs of the business traveller 
CLASSY better than most. 


That's why Saudia's Horizon Class offers you the comfort of a First 


Class seat and a choice of three different entrees as well as the special 
attention you expect. 


Fly Saudia's Horizon Class. 
It's the best in the business. 






=пипїп Sv 


SAUDI! ARABIAN AIRLINES 


Atlan Was 





Editor-in-Chief: Derek Davies 
Editor: Philip Bowring 
l Editor: Hamish McDonald; 

V. G. Kulkarni (Deputy), Ashley Wright, 
Cheryl Dorall, David Porter (Assistants) 
Business Editor: Ron Richardson; 

Tony Major(Deputy); Stephen Morgan (Assistant) 
Focus Editor: Anthony Dyson 
Arts & Society Editor: Margaret Scott 
News Editor: Pau! Bayfield; 

Steve Proctor (Deputy; Anita Motwani (Assistant) 
Editorial Manager: Mary Lee 
Chief Correspondent: Rodney Tasker 
International Finance Editor: 

Anthony Rowley (London) 

Specialist Contributors: 

Murray Hiebert (Indochina); Bob Johnstone 
(Technology); Carl Goldstein (Industry); 

Emily Lau (Hongkong), Elizabeth Cheng (China Trade); 
Lousie do Rosario and Ellen Salem (China Economy) 
Michael Westlake (Transport); Jonathan Friedland 
(Finance); Bertil Lintner (Burma), Susumu Awanohara: 
Michael Bishara; Morgan Chua 

























Art Department: 

Andy Tang, Ricky Hui, Barny Lee 
Graphics Coordinator: Pat Elliott Shircore 
Production Editor: Pau! Lee; 

Henry Chiu (Deputy) 

Librarian: Jan Bradley 
BUREAUX 
Bangkok: Paisal Sricharatchanya, 

Paul Handley (251 1 139) 

Jakarta: Michae! Vatikiotis (347814) 
Kuala Lumpur: Suhaini Aznam (2678252), 
Nick Seaward (2618244) 

London: (937-4910) 

Manila: James Clad, Jose Galang (5221808/595077) 
New Delhi: Salamat Ali (South and West Asia), 
Lincoln Kaye (616690) 


un Robert Delfs (532-1550) 
Seoul: John McBeth, Mark Clifford (732-7354) 
Agon: (2203720) 
Sydney: Michael Malik (212-3355) 

Taipei: Shim Jae Hoon, Jonathan Moore (502-2359) 
Tokyo: Charles Smith, Nigel Holloway (2708229) 
Washington: Nayan Chanda (530-8303) 
OTHER CORRESPONDENTS AND CONTRIBUTORS 
ORS 
Jacqueline Rees 
Wakde Siva 
S. Kamaluddin 
— —  — James Bartholomew (London), 
Shada Islam (Brussels), Frances Williams (Geneva) 

Christopher Marchand, Tai Ming Cheung 


Husain Haqqani, Mohammed Aftab 
Kedar Man Singh 


M.C. Tun 
Ted Morello 


m 
Managing Director: Charles Н. Stolbach 

Gen. Manager — Marketing & Sales: Samuel J. Atlee 

Adv. Manager, Asia: James McLeod 
осы : Karen Cole 

Manager: Stanton Leung 

Adv. Production Manager: Stanley Ng 

pre i jn‏ ما 




















































































Offices: Editorial, Accounts, Adv. Production & Circulation — 181-185 
Gloucester Road, H ; Executive & ing — 80 Glouces- 





Printed by Dai Ni Printing Co. (HK) Ltd, Tsuen Wan Industrial 
Centre, 2-5fF 248 Texaco Road, Tsuen Wan, N.T., Hongkong 


U.K: Registered as а newspaper at the General Post Office 
гну ee rari дрни (USPS O14 i pui 














dress ar Economic Review 
38 W. 36th St., New York, N.Y. 10018-8073. 
[XE] Member ofthe Audit Bureau of Circulations, London. No. 51 





FAR EASTERN ECONOMIC REVIEW ө 22 DECEMBER 1988 












<р. 


BAUME & MERCIER 
GENEVE 


a NR 
РИТ 


A Declaration of Independence 





Road, Central 
tel. 3-311122 & 3-3113988. Singapore: 581 Orchard 


Showrooms & Service Centres: Hong Kong: Shop 15A&B, The Landmark 

tel. 5-222339. Shop BL5A Peninsula Hotel, KOWLOON 

Road, Hote! Hilton International Singapore - tel. 7328055 - 333, Orchard Road, Mandarin Hotel ari Arcade 
1 d 


Singapore 0923 - tel. 2350521. Thailand: BANGKOK 1 A Ca ft эд 
tel. 234-2507. Philippines: METRO MANILA, La Elegancia | Makati vertfal 


Queer 


ter Shite 

tel. 882962. Malaysia: KUALA LUMPUR, 50250, Lot 5B U er, Sh 3bogpin 

P. Ramlee - tel. 03-2387078. Indonesia: JAKARTA. ое Aen d d Mat ok te CR га 
Jalan Raya, - tel. 711998. Japan: TOKYO. Heiwado & СО, Мао Ки 

tel. (01) 5861818. Hawaî: HONOLULU 96814, Jewel Gallery, 14 Bira. 2 : TAIPE 

Hoover Watch Со. Ltd.. FI 1-1 No 70. Si Ning South Road - tel. 3815544. Australia: SYDNEY N.S.W. 2000 Piaget 


Australia Pty Ltd.. Level 9, Barrack Street No 10 - tel. 02 2623244. For information in South Korea 
YONGSANKU-SEOUL, Euro Fashion CO LTD, - tel, 798-9521-5 


idg 
Jalan 





14 - 88/7224 
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‘Happy together 


Congratulations on your report Cebu 
sets the pace [10 Nov.]. In an Asia often 
fractured by ethnic strife and racial pre- 
jüdices, Cebu society is an example of 


and unity. in diversity. Writer James 
Clad incisively described the Cebu 
economy, pointing out that Filipino- 
“Chinese businessmen are active in 
promoting development here. We fully 
accept them as citizens, not as second- 
class citizens or outsiders. Two other 
noteworthy Cebuanos are highly re- 
spected in our country — former Su- 
preme Court chief justice Pedro Yap 
and former Cebu Filipino-Chinese 
Chamber of Commerce president and 
present Filipino ambassador to Singa- 
pore, Francisco Benedicto. 

Because of our Christian orientation 
and our strong commitment to demo- 








Christianity and true democracy. 
Instead of resenting or envying the 
hard-won success o 
Chinese sector, we admire their bold 
business initiatives as a signal of their 
o faith in our common national destiny. 
Instead of resenting their ancient cul- 
‚ ture and values, we hope they retain 
these and in turn enrich our evolving 
pane national culture. 
his shows the basic difference be- 
tween integration of a minority group 
into our nation with its culture intact, 
and blind assimilation where a minority 
loses its culture and identity. 

I am a Chinese mestizo like many 
Cebuano leaders, and even national 
leaders like President Cory Aquino and 
Catholic primate Cardinal Jaime Sin. 
Manila ‘A Filipino’ 





























Re your report Cebu sets the pace 1 do 
| not own 150 ha anywhere on the island 

«of Cebu. My 10-ha property of hills does 
not benefit from the central highway 
since that lot was acquired after that 
portion of road was built during Marcos’ 
time. The successful sale of a provincial 
lot to Ayala Corp. for more than 2500 
"million (US$23.4 million) ensures im- 
plementation of a provincial infrastruc- 
ture programme and should rest mali- 
cious minds. 
Сери 


. Wide focus 

Television’ New Zealand covered more 
than. 200 track and field events at the 
. Seoul Olympic Games, counting heats 
гапа qualifying rounds. There were New 
Zealand competitors in only seven. We 
;showed all 23 track finals in full, though 
only one included a New Zealander. 
_ Our commentary team of four included 


Emilio Osmena 


economic growth and of social harmony | 


cracy, the overwhelming majority of | 
Filipinos have no sympathy with racists. | 
Racism in whatever form is anathema to | 


| an Englishman (me) and an American 
| (Kathrine Switzer), both known for in- 
ternational experience and knowledge. 
Yet Derek Davies [TRAVELLER'S 
TALES, 13 Oct.] found the “insularity” 
| of our coverage "comic and pathetic." 
What was insular about telling view- 
ers that Gelindo Bordin's coach went to 
school with Luciano Pavaorotti, or what 
subjects Tatyana Samolenko teaches, or 
where John Ngugi lives and how Flor- 
ence Griffith Joyner trains? From this 
sample of his column I can see that 
Davies knows about pathetic comedy. 
But this spiteful little attack was so 
| diametrically opposed to the truth that 
it insulted a coverage that has been 
widely praised as the most fully interna- 
tional of any at the games. 
Wellington Roger Robinson 


Invisible barriers 


It has been 25 years since Sabah and 
Sarawak joined Malaya and formed 
Malaysia. Yet up to now Sabah and 
Sarawak seem to be acting as different 


zens of Malaysia are lacking in Sabah 
and Sarawak. 

An example of the divide is the exist- 
ence of two independence celebrations. 
For Peninsular Malaysia it was on 31 
August, for Sabah and Sarawak 16 Sep- 
tember — even though this was camouf- 
laged by coinciding with the birthday of 
the Yang DiPertua Negeri of Sabah and 
Sarawak. 

Political leaders, bureaucrats and 
technocrats in Kuala Lumpur seem to 
be ignorant of and apathetic towards 
Sabah and Sarawak. Time and again 
KL-backed newspapers write about 
matters as though Sabah and Sarawak 
| did not exist. Ministers solemnly urge 
Malaysians to do things — ranging from 
making artificial reefs for fishing to cul- 
tivating rattan — without realising that 
in Sabah such profitable activities have 
been going on for years. 

Kota Kinabalu ‘Concerned Sabahan' 


Time for team spirit 


I have read with interest the recent poli- 
tical developments in Malaysia and the 
shadow boxing between New Umno 
and old Umno personalities. Prime 
Minister Datuk Seri Mahathir 
Mohamad has offered cabinet posts to 
his rivals for the sake of Malay unity. 
Tunku Razaleigh Hamzah has set as a 
pre-condition that the constitution and 
structure of old Umno be revived, the 
sacked lord president and two Supreme 
Court judges be reinstated and “politi- 
cal oppression” of the common man be 
ended. 

While all these pre-conditions are 
commendable, I hope Razaleigh will 
also insist on the speedy and uncondi- 





| countries. Some basic rights of the citi- | 
the Filipino- | 








tional release of the Internal Security ^. 
Act detainees who continue to languish 
in prison. 
Razaleigh should not forget that the 
Democratic Action Party had in the 
spirit of goodwill stayed out of the by- 
election in Johor Baru. Now is the time 
for Razaleigh and his team to recipro- 
cate in the spirit of "give and take." 
Time will judge the actions of the old 
Umno dissidents not so much on the 
question of Malay unity only, but also оп 
Malaysian unity. 
Honolulu 


Sidling up to killers 


As a Sri Lankan living in Australia, 1 
must congratulate correspondent 
Manik de Silva for an excellent series of 
articles on my home country. 

On a recent visit to Sri Lanka, F's 
disturbed. by the behaviour of a^ 1 
minority who were echoing the cry of 
violent extremists to oust the "old man" 
— President J. B. Jayewardene. De- 
cent, moderate Sri Lankans dare not 
even talk about politics for fear of re- - 
prisals from the extremists. 

It is with this ferocious organisation 
— which has no respect for life, prop- 
erty, or the accepted norms of civilisa- 
tion — that the main opposition party 
(headed by Sirima Bandaranaike), the 

ri Lanka Freedom Party (SLFP), is sup- 
posed to be trying to form an alliance... 

The SLFP is basically a democratic 
socialist party with similar policies to 
the ruling United National Party - 
(UNP). One can only assume that the 
sole reason for the extremists forming 
an alliance with the SLFP is to take 
power themselves using Bandaranaike 
as a front. 

If Bandaranaike comes to power, 
she could be a puppet being mariss 
lated by the extremists, the gun. ha.” 
the upper hand over law and order. in 
only salvation for Sri Lanka now is for 
the SLFP and other moderate opposi- 
tion parties to come together with the 
ruling UNP on the issue of terrorism 
and connections with the extremists. 
Strathfield, 

New South Wales 


Scrambled logic 


І сап only assume Lee Kuan Yew’s total . 
hypocrisy in commenting on the inter- 
nal political affairs of Australia — while... 
gazetting publications that do likewise ^ 
in Singapore ~~ that "the press egged me: 
on, almost squeezed it outof me" isadi- __ 
rect result of him not having a free press 
where he lives. I suggest Lee travels - 
more often and learns how to take re- 
sponsibility for his own comments. The 
only eggs I can see are those dripping 
from his face. cS 
Hongkong 


Mohamad Jaafar 
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Page 52. Cover illustration by Zoran Mekisic. 


Pane 10 
` "resignation of Japanese Finance 


approval of tax reform in the parlia- 
ment's upper house. 


Page 10 

|, Singapore's courts release four 
; young professionals from detention 
under the Internal Security Act — and 
ч government promptly rearrests 
_ them. 


Page 12 

‚ China's controversial debate of eco- 
. nomic reforms takes on a political and 
„i generational character. 


Page 16 

Australia tightens its rules on immi- 
gration, making it more difficult for 
parents to join their children under a 
family reunion scheme. 


Раае 20 

global warming expected from 
«ie greenhouse effect could produce 
extreme drought and flooding and the 
possible disappearance of low-lying 
areas in Asia-Pacific. 
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Page 22 

India welcomes Bhutto’s rise to 
power in Pakistan and holds out hope 
that the two countries’ traditionally 
tense relations will improve. 

Page 24 

Taiwan’s opposition rejects a ruling 
KMT proposal for gradually phasing 
out ageing Legislative Yuan members 
at great cost to the taxpayer. 
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or years, Hongkong and Shanghai Banking Corp. has 

been facing up to the 
home. Now, during the countdown to the transfer of Hong- 
kong's sovereignty from Britain to China, there is new 
urgency in the bank's search for a formula that will enable it 
to operate and grow into a world-scale bank far beyond its 
| domestic base. So far its move into the global market has 
| been successful — its healthy hidden reserves have en- 
| abled it to buy into major banks in North America and 
j Europe when they were facing severe financial problems. | 
This expansion, efficient operating methods and extensive | 
use of modern technology, should ensure Hongkong Bank's profit growth. But 
it has yet to solve the real problem of how to be a major capitalist institution 
operating from a sovereign communist base. 


minister Miyazawa clears the way for | 











reality that it has outgrown its 


Samanna | 


Раде 28 
Soviet Foreign Minister Shevard- 


nadze's visit to Tokyo could set the | 
mood for an eventual compromise on | 


the disputed Northern Territories. 


Page 44 

A US-EC deadlock оп апт subsidies 
at Gatt talks in Montreal blocks pro- 
gress on other reforms and threatens 
to provoke an all-out trade war. 


Page 46 

After a decade in the doldrums, In- 
donesia's tiny stockmarket shows 
signs of life following a number of 
stock and bond issues. 


Page 47 

Japan's efforts to build a fifth genera- 
tion ‘thinking’ computer make little 
headway despite seven years of re- 
search, costing US$250 million. 


Page 48 
The Indian Government, worried by 


| mounting foreign debts, may press 


companies to list their shares and 
debentures on overseas stock ex- 
changes. 


| Page 50 


Filipino-Chinese retail magnates 
Henry Syand John Gokongweirace to 
cash in on the Philippines' consumer 
boom. - 


Page 58 

The US state of Kentucky plans to 
issue up to US$102 million in yen-de- 
nominated bonds — the first time a 


US state government has tapped the | 


samurai market, 

Page 60 

Foreign banks may be allowed to 
open more branches in Thailand 
under a new set of policies designed 
to counter the pressures created by 
rapid economic growth. 
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REGIONAL 


Sudomo calls for review 

of Indonesian executions 
Indonesia's Coordinating 
Minister for Security and Poli- 
tical Affairs, Sudomo, has call- 
ed for a review of the use of 
capital punishment in the coun- 
try. Sudomo, a former com- 
mander of the military's inter- 
nal security apparatus, said the 
execution of prisoners 20 years 
after they were convicted had 
raised concern in the interna- 
tional community. In October, 
the authorities executed two 


former army  non-commis- 
sioned officers convicted in 
1968 of involvement іп 
the 1965 attempted coup. 

— Michael Vatikiotis 
Bangladesh president 
reshuffles cabinet 


Bangladesh President H. M. 
Ershad in a 10 December 
cabinet reshuffle appointed 
former irrigation and educa- 
tion minister Anisul Islam 
Mahmud as foreign minister, 
replacing Humayun Rasheed 
Chowdhury who had resigned 
following a scandal over the 
shipping of personal effects as 
official documents. The ap- 
pointment of Mahmud, who 
enjoys close ties with India, 
was balanced by that of new Ir- 
rigation Minister Mahbubur 
Rahman, who is considered to 
be pro-Pakistan. 

— S. Kamaluddin 


North Korean premier 
relieved of post 
North Korean Premier Li Gun 
Mo has been relieved of his 
position and his politburo 
membership for health reasons 
and replaced by Yon Hyong 
Muk, also a member of the 
litburo, it was reported on 13 
ecember. The changeover 
реа analysts because there 
had been no previous reports of 
his ill health, but they were un- 
certain of any political implica- 


tions. — A Correspondent 
Ruling party wins 
Vanuatu ions 


Both sides are claiming moral 
victory after by-elections on 13 
December for 18 vacant seats 
in the Vanuatu Parliament, 
created when rebel MP Barak 
Sope and his followers, plus all 
members of the opposition 
Union of Moderates Party, 
were expelled for boycotting 
the 48-seat legislative body in 
July. Prime Minister Walter 


Lini, whose Vanua'aku Pati 
won 17 seats, said Sope's call 
for an election boycott had 
failed. But Sope said the 4596 
turnout, compared with a usual 
election turnout of around 
80% , proved Lini's unpopular- 
ity. One seat was not contested 
and remains vacant. 

— Michael Malik 


Ishaq Khan confirmed 
as Pakistan president 
Ghulam Ishaq Khan, who has 
been acting president since late 
August, was elected Pakistan's 
head of state on 12 December 








FINANCIAL TIMES 


Ishaq Khan: elected. 





for a term of five years. Ishaq 
Khan won 348 votes against his 
nearest rightwing rival's 94 in 
an electoral college comprising 
both houses of parliament and 
the countrv's four provincial 
assemblies. Although he was a 
supporter of the late president 
Zia-ul Haq, new Prime Minis- 
ter Benazir Bhutto com- 

romised in backing him. 

hutto also won a vote of con- 
fidence, by 148 to 55, in the 
lower house of parliament — a 
constitutional requirement 
after being nominated earlier 
this month. — — V. G. Kulkarni 


Chinese scholar cuts 
short Taiwan visit 
A mainland Chinese scholar 
visiting her ailing father on 
Taiwan under a new family 
reunion scheme, left hurriedly 
on 11 December following a 
prosecution request for her ap- 
— on suspicion of be- 
onging to the Chinese Com- 
munist Youth League. 

— Shim Jae Hoon 





CORRECTION 
Lieut-Gen. Shaviyn Arvay was 
elected to the Central Commit- 


tee of the Mongolian People’s 
Revolutionary Party, not the 
politburo as stated in Taking 
nothing for granted (REVIEW, 8 
Dec.). 














BUSINESS 


Taiwan central bank 
acts to curb inflation 
Taiwan’s Central Bank of 
China announced on 10 De- 
cember a one to two percen- 
tage point increase in banks’ 
deposit-reserve requirements 
in a bid to restrict money sup- 
ply growth, curb rampant 
speculation and cool inflation- 
ary pressures. Foreign banks 
Standard Chartered, Chase 
Manhattan and Citibank, 
reacted first to the news by rais- 
ing interbank lending rates by 
0.25-0.596 . Local banks are ex- 
ected to follow suit. The move 
ıs expected to lead to a further 
appreciation of the NT dollar. 
— Jonathan Moore 


Truce agreed in Asahan 
smelter dispute 
A three-day meeting between 
government officials from In- 
donesia and Japan failed to 
reach final agreement on a six- 
month dispute over distribut- 
ing aluminium from the jointly 
owned Asahan smelter in 
Sumatra. But the two sides said 
an interim agreement had been 
reached allowing a resumption 
of regular aluminium exports 
to Japan. Exports were sus- 
pended in July after Indonesia 
failed to secure a higher alloca- 
tion of the smelter's output. 

— Adam Schwarz 


China and EC in 
textile accord 


China has agreed to restrict its 
textile exports to EC markets 
for another four years. A bila- 
teral agreement signed in Brus- 
sels in early December offers 
Chinese exporters increases in 
some quotas. But in return, Pe- 
king has had to accept restric- 
tions on exports of synthetic 
yarn and knitted gloves. It has 
also had to promise to supply 
more raw silk to European im- 
porters. The accord commits 
China to granting special treat- 
ment to EC textile exporters. 

— Shada Islam 


NZ to sell stake in 

gas-to-petrol plant 

The New Zealand Govern- 
ment plans to sell its 7596 share 
of the Synthetic Fuels Corp., 
which makes petrol out of 
natural gas, plus its obligation 
to buy and sell gas from the 
Maui gasfield to the recently 
privatised Petroleum Corp. 
(Petrocorp). However, before 
the deal can go ahead, the gov- 


ernment is insisting that Mobil, 
the minority partner in Syn- 
fuels, and the Shell-BP-Todd 
consortium, joint owners with 
Petrocorp of the gasfield, agree 
to the sale. Mobil is guaranteed 
a profit from Synfuels in return 
for installing and operating the 
lant. But the government has 
een losing nearly NZSI mil- 
lion (US$645,161) a day on the 

gas supplied to the plant. 
— Colin James 


Thai airline may pull 
out of Abacus project 
The Thai Cabinet decided on 
13 December that Thai Air- 
ways International should 
withdraw from the US$100 mil- 
lion regional computerised re- 
servation system, Abacus, un- 
less it is located in Bangkok. 
Thai officials will negot 
with Singapore Airlines 
Cathay Pacific, the two other 
partners in the venture, in a bid 
to have the system relocated 
from Singapore. Such a move is 
thought unlikely. The Thai 
flag-carrier's withdrawal from 
the venture could jeopardise its 
future growth. 

— Paisal Sricharatchanya 


FAI chairman Adler 
dies of heart attack 

The death after a heart attack 
of Australian businessman 
Larry Adler on 13 December 
wiped 55 A cents (48 US cents) 
off shares in his FAI insurance 
and investment group, cutting 
A$177 million from the com- 
pany's valuation. Adler, a 
Hungarian refugee, arrived in 
Australia at the age of 19 with 
А$2. He started what is now 
Australia's most profitable ' 
surance company as an adju 

to a second-hand car business. 
His 28-year-old son Rodney is 
expected to take over as FAI 
chairman. — Michael Malik 


Futures trading lifts 
Tokyo stockmarket 
Stock-index futures trading 
had its first big impact on the 
Tokyo Stock Exchange on 7 
December, when index arbit- 
rageurs took advantage of a 
misalignment between an ex- 
piring futures contract and the 
cash market to buy large 
amounts of stocks. The buying 
of shares with a heavy weight- 
ing in the Nikkei average 
pushed the index up 381.44 to 
over 30,000 for the first time. 
US investment bank Morgan 
Stanley has been asked by the 
Finance Ministry to explain its 
role in the market's rise. 

— Nigel Holloway 
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CAMPUS COMPLAINTS 
Indonesian University students have 
recently stepped up their campaign 
for more freedom on campuses. 
Groups of students in Java's main 
B universities have been voicing their 
|. concerns in tandem with а 
| parliamentary hearing on the draft 
. education law currently before the 
legislature. The students may have 
been encouraged by some MPs who 
expressed support for greater 
*academic freedom." At present, 
strict regulations limit student activity 
on campus. In representations to 
Minister of Education and Culture 
Fuad Hassan, students in Bandung 
and Jakarta have called for the 
regulations to be eased. 


CHINESE NEW YEAR 

2 blooming of Sino-Soviet 
_. :ndship has now spread to seasonal 
greetings. The Chinese Embassy in 
Washington is sending out "Happy 
New Year" cards which spell out the 
message in Russian along with 
Chinese and three other European 
languages — perhaps to celebrate 
Soviet Foreign Minister Eduard 
Shevardnadze's arrival in Peking in 
late January, on the eve of the Spring 
Festival. 


TRAINING THAIS 


Special forces units from the US have 
for more than a year been quietly 
training Thai Border Patrol Police 

in the latest tactics in stopping 
narcotics production. They have also 












| 
| 
| 
| 


| 


| 








supplied sophisticated equipment to 
help the troops find and root out 
heroin “kitchens” and other facilities 


of the illicit trade. 





DELAYED ACTION 
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The verdicts on 
numerous 
corruption 
charges of former 
Hongkong stock 
exchange 


Li Fook-shiu and 
other former 
exchange officials 
will be long 
delayed. One of 


the defendants has insisted on the 
translation of some 3,000 documents 


— many of a technical nature — from 
English into Chinese, a task expected 
to take several months to complete. 
Further delays are likely to 
accommodate the schedules of 
defence counsel to be brought from 
London. Committal proceedings will 
not start before March 1989 at the 
earliest and, if the defendants are 
committed, trial is unlikely before the 


turn of the decade. 


DEFECTION DETAILS 


Sensitive negotiations between 
Thailand's southern-based 4th Army 
Region and leaders of an estimated 
1,000 Communist Party of Malaya 
(CPM) guerillas have touched upon 
several options for their defection. 
Unlike the mainly Chinese Marxist- 


| 
| 
| 
| 
| 
| 
chairman Ronald | 
| 





| defection. 


| membership in the Organisation of 


Leninist faction which previously 
defected and has been resettled in 
southern Thailand, the old-wing CPM 
that is holding out along the forested. 
Thai-Malaysian border comprises а 
mixture of ethnic Chinese and 
Malays. One of the options is for the 
Malays to return to Malavsia after 


THE CLOSED DOOR 


Taiwan is seeking theoretical 
justification from the Heritage 
Foundation, a conservative US-based 
think-tank, in its attempt to gain 





Economic Cooperation and. 
Development and thus demonstrate 
its economic prowess. But the chances. 
of Taiwan becoming a member seem 
ed as practically none of the 20 
estern industrial countries in the so- 
called rich men's club appears 
prepared to risk angering Peking, o 
which is strongly opposed to the idea. 


CONSULTING CHINA 
The UN special coordinator for 
Cambodia, Rafiuddin Ahmed, soon 
will visit Peking for the first time in 
three years, to discuss ways to settle 
the Cambodia problem. Among other 
things, Rafiuddin will seek Chinese 
views on the type of interim 
government to be set up in Cambodia. 
after a Vietnamese withdrawal and 
the role of an international 
eace-keeping force. After Peking, 
afiuddin will visit Bangkok, Hanoi 
and Phnom Penh. 



























THE WEEK 


GHANISTAN 

Afghan jets bombed a part of Kandahar 
by mistake killing 43 people, it was reported 
(11 Dec.). 


BANGLADESH 

Authorities detained at least 100 “anti- 
state elements" in a swoop across the coun- 
try’s southwestern districts, it was reported 
(8 Dec.). 


BURMA 
Heavy fighting has broken out between 
overnment troops and ethnic rebels in 
Run state (17 Dec.). 





CHINA 

Police opened fire on a group of anti- 
Chinese demonstrators in Tibet, killing at 
least three people (70 Dec.). China admitted 
for the first time that police action in Lhasa 
resulted in the death of a monk (Z Dec.). 


INDIA 

Sikh militants hijacked a bus in Punjab 
and took at least 20 passengers hostage. po- 
lice said (9 Dec.). 
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JAPAN 


Kiichi Miyazawa resigned as finance 
minister over a financial scandal (9 Dec. ). 


NORTH KOREA 


Li Gun Mo was relieved of his position as 
prime minister for health reasons and will be 
succeeded by Yon Hyon Muk, it was re- 


ported (12 Dec.). 
PAKISTAN 


Several opposition MPs staged token 
walkouts from the national assembly when 
the speaker ruled out their privilege mo- 
tions, it was reported (8 Dec.). 
Ishaq Khan was confirmed as president (12 
Dec.). A former aide to Zulfikar Ali Bhutto 
was detained when he returned to Pakistan 
from self-imposed exile in Europe, police 


said (13 Dec.). 
PHILIPPINES 


A court martial acquitted the former | 
Manila security chief, Rolando Abadilla, of 


| 
| 
| 
| 
| 
i 
hulam | 
| 
| 
| 
i 
| 
| 


charges that he plotted a 1987 coupt attempt 
against President Corazon Aquino (13 


Dec.). 


SOUTH KOREA К. 

President Roh Tae Woo replaced the top. «|. 
leaders of the ruling party as he continued.efe | 
forts to sever ties to his authoritarian pres 
decessor (8 Dec.). Hundreds of protesters. _ 
demanding the arrest of former iresident 
Chun Doo Hwan battled riot police ater 
they were blocked from marching to the 
presidential mansion (/ 0 Dec.). a 


SRI LANKA 

Bombs exploded at a presidential came 
paign meeting of a leftist candidate in the. | 
south killing one person and leaving scores: 
injured (8 Dec.). At least eight people were | 
shot dead in central Sri Lanka in what police — 
sources say was an apparent clash between 
the two main political parties (70 Dec.) 3 
Sinhalese extremists killed at least 55 people | 
in a 24-hour period in a slew of attacks aimed | 
at toppling the government (/2 Dec.). E 


VANUATU r 

Opposition parties claimed that their call 
for a boycott of by-elections for almost вай | 
of the parliament appeared to have beer suc 
cessful (12 Dec.). 
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Miyazawa's resignation improves chances of tax reform 





A silver lining 


By Charles Smith in Tokyo 
he resignation of Finance Minister 
Kiichi Miyazawa has almost cer- 
tainly cleared the final obstacle to the 
approval of the cabinet's controversial 


: | tax reform by the upper house of 


Japan's parliament. But Miyazawa's de- 
parture, announced on 9 December 
after yet another change in his version 
of how his secretary came to be involved 
in the Recruit Cosmos share scandal, 
has left the government looking dis- 
tinctly battered. 

e Suspicions that Miyazawa was being 
of treated as a scapegoat for the sins of 
other senior ministers are one reason 
why the resignation may not have 
cleared the air. Another problem may 
be to rebuild the ruling Liberal Demo- 


.| cratic Party's (LDP) internal power 


iL. structure. 
| Apart from his two government 
_| posts of finance minister and deputy 
| prime minister, Miyazawa's position rest- 
ed on his leadership of the “Miyazawa 
г faction," a group of 69 lower-house par- 
| liamentarians which is the LDP's sec- 
ond-strongest intraparty grouping after 
Prime Minister Noboru Takeshita’ fac- 
tion. Most political analysts believe that 
Miyazawa will have to step down as fac- 
_ tion leader now that his chances of hold- 













| coalition between the prime minister's 
wn faction and those headed by 
Miyazawa and by LDP secretary-gen- 
eral Shintaro Abe. Even if a split is 
avoided, Miyazawa's departure could 
‘weaken the Takeshita cabinet, analysts 
Suggest. 
„Опе of Takeshita's strengths to date 
às been the ability to keep in play two 








tential aspirants for his job as party 





leader. With Miyazawa's resignation 
from the cabinet — and effectively from 
the front rank of LDP politicians — Abe 
becomes the only credible successor to 
Takeshita. Some analysts say this could 
make him à more serious challenger for 
the leadership. 


The irony of the Miyazawa affair is | 


that the former finance minister is by no 
means the only top member of the LDP 


to have been named in connection with | 


the Recruit affair. The first list of invest- 
ors in Recruit, published in July by the 
Asahi Shimbun newspaper, included 
private secretaries to Takeshita, former 
prime minister Yasuhiro Nakasone and 
a clutch of other top LDP leaders such 


as Abe and former finance minister | 
| 


Michio Watanabe. 

Miyazawa's misfortune was that his 
own name, rather than that of hissecret- 
ary, had been used in the purchase of 
30,000 Recruit Cosmos shares, which 
were later sold at a profit of ¥20 million 
(US$163,265) when the company went 
public in October 1986. This piece 
of bad luck was compounded by a series 
of bungled attempts to withhold the full 
story of the affair. Miyazawa at first told 
parliament that though his name had 
been used in the purchase of Recruit 
shares the actual buyer had been а 
Tokyo businessman who was a friend of 
his former secretary, Tsuneo Hattori. 

When investigations by opposition 
parties cast doubt on this story, 


SINGAPORE 





Miyazawa backed down and apolo- 
gised, alleging that he had been mis- 
led by his secretary. He then argued 
that though Hattori had bought the 
Recruit shares for himself, using 
Miyazawa's name, he had at least 
done so with his own money — not with 
an interest-free loan provided by Re- 
cruit, as alleged by the opposition par- 
ties. 

The denial of a loan proved to be 
Miyazawa's undoing. At a parliamen- 
tary inquiry on 6-7 December, Recruit's 
chairman, Hiromasa Ezoe, first told 
parliament that his company had 
tended a loan to buy the shares and tl... 
said that if Miyazawa denied it he 
(Ezoe) “must have made a mistake.” 


M iyazawa's bungled attempts to shield 
himself (and his secretary) should 
not be taken to mean, LDP insiders Say, 
that he is more dishonest than his col- 
leagues. The use of the minister's own 
name on the Recruit share-purhcase 
certificates indicates "lack of experi- 
ence" and may well have reflected the 
fact that Hattori and his boss were rela- 
tive novices in the art of raising funds 
through stockmarket manipulation, a 
source suggested. 

However, LDP analysts add that the 
ability to “lie gracefully” is ап indispensa- 
ble condition for success in Japanese 
politics. This is because public opinion 
tends to be sympathetic to- skilful 








Now you see it... 


| Ву М. Balakrishnan 


Fo young professionals, detained 
without trial since April, had free- 
dom whipped away from under their 
noses after the Singapore Court of Ap- 
peal ordered them released on 8 De- 
cember. Before the car they were in 
could leave the Whitley Road detention 
centre, where relatives and friends had 
gathered outside, they were slapped 
with fresh detention orders under the 
Internal Security Act (ISA) — and dri- 
ven straight back in. 

The latest orders renew the previous 
detention periods of the four — Teo Soh 
Lung, Kevin De Souza, Wong Souk 
Yee and Chng Suan Tze — and are sche- 





| Court-ordered freedom for ISA detainees cut short 


duled to end on July 1989 for Chng and 
June 1989 for the other three, but can be 
extended. 

They had been part of a group of 22 
originally detained for a few months in 
mid-1987 for an alleged Marxist conspi- 
racy against the government. Eight 
were detained again in April after they 
publicly repudiated the confessions they 
had signed while under detention and 
claimed they had been physically 
abused, and a ninth for helping them 
publish their claims. 

The four, who had applied to be re- 
leased on a writ of habeas corpus, were 
released by Chief Justice Wee Chong 
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crooks, while adopting an un- 
forgiving attitude to clumsi- 
ness. 

The notion that Miyazawa 
fell more as a result of incom- 
petence than because of guilt 
seems confirmed by the way 
Nakasone has acted during the 
Recruit scandal. Published lists 
of Recruit investors include 
not only Nakasone himself 
(with a total shareholding of 
29,000 shares, purchased 
through three different chan- 
nels) but two other very senior 
Nakasone faction members, 
Watanabe and former chief 
cabinet secretary Takao 
Fujinami. 

Yet the Nakasone faction’s 
deep involvement in the Re- 
cruit affair has received less 


Miyazawa announces his resignation: scapegoat. 





most skilled the LDP has pro- 
duced since its foundation 
more than 30 years ago 

What the Miyazawa episode 
may not have done is to im- 

rove the government's stand- 
ing with the public. Since 
the tax debate got seriously 
under way in September, sup- 
ort for the Takeshita cabinet 
has slipped from 45% of the 
electorate to 29%, according 
to a recent Asahi Shimbun 
poll, while the “non-support” 
rate has jumped from 29% to 
47%. 

Asahi Shimbun pollsters say 
that dislike of the govern- 
ment's controversial proposal 
to introduce a 3% general-con- 
sumption tax was the main 
reason for the fall. Public out- 








attention to date than Miya- 
zawa's personal role. This, say com- 
mentators, is because of the care taken 

Nakasone himself to stay out of pub- 

view since the scandal broke in mid- 
year. Nakasone is said to have told 
friends immediately after the affair 
broke that the "best thing to do during a 
blizzard is to take refuge in a tent." 

The cancellation by Nakasone of 
plans to visit Moscow as part of a troika 
of elder statesmen — whose other mem- 
bers were to have been former US sec- 
retary of state Henry Kissinger and 
former French president Giscard d'Es- 
taing — is seen as being in line with this 
strategy. 

A final reason for suspecting that 
Miyazawa may have been sacrificed for 
the good of the party — rather than be- 
cause of his own guilt — was the reac- 
tion of opposition parties to the news. 
Two of the four opposition groups, the 
Democratic Socialist Party and the 
Buddhist-oriented Komei Party, were 


and two other judges on a technical- 

: that the government had failed to 
prove the president was satisfied the de- 
tentions were necessary — affidavits of- 
fered in proof of this were rejected be- 
cause they were signed by the perma- 
nent secretary of the Home Affairs 
Ministry, instead of by a minister or the 
cabinet secretary. 


(a Robertson, the lawyer for 
De Souza, Chng and Wong, had 
argued for their release on this technical 
ground — Anthony Lester for Teo ar- 
gued, among other things, that the gov- 
ernment's claims of national security 
should be open to judicial review — and 
the court released all four, saying that 
the technical argument had to apply to 
Teo's case too. Teo has three other 
cases outstanding, including one of false 
imprisonment. 

The 107-page judgment declared: 
“All power has legal limits and the 
rule of law demands that the courts 





quick to announce that they regarded 
the resignation as marking a conclusion 
to the Recruit scandal — at least as far 
as parliament was concerned. 


В parties also promised to end 
their three-week-old boycott of the 
tax debate in the upper house, opening 
the way for smooth approval of the re- 
form package by 28 December, the last 
day of the current extraordinary session 
of parliament. If Miyazawa had not 
stepped down when he did, the tax bills 
could well have missed the 28 December 
deadline. This might have meant a colli- 
sion between the debate on tax reform 
and the 1989 budget debate, which is 
scheduled to start immediately after the 
New Year holiday. 
Takeshita's clever the 


use of 


Miyazawa resignation card to ease the 
progress of his tax-package reform can 
hardly fail to enhance his reputation as a 
political fixer — possibly one of the 


should be able to examine the exercise 
of discretionary power . . . In our view 
the notion of subjective or unfettered 
discretion is contrary to the rule of law." 
With these strong words the court re- 
jected the government's argument that 
it can detain a person under the ISA by 
merely producing an order. And the 
judgment is already being described as a 
landmark that will influence all future 
ISA cases in Singapore. 

Legal sources are, however, divided 
on whether this will make it easier or 
harder for the government to justify leg- 
ally such detentions in the future. 

Although the judges released the de- 
tainees on the technical grounds, the 


| bulk of the judgment is devoted to dis- 


cussions of the points of law involved in 
ISA detentions. The judgment discusses 
extensively cases and legislation on pre- 
ventive detention in a number of coun- 
tries, including Britain, Malaysia, India 
and even some Caribbean states. 

Until the latest judgment, Singapore 








rage over the Recruit affair, 
however, is known to have helped drag 
down support ratings. Another point 
which seems to have damaged the gov- 
ernment is the failure of the tax pack- 


| age, at least in its original form, to in- 


clude any provisions for taxing capital 
gains of the kind involved in the Recruit 
affair. 

In order to recoup the damage done 
to his support ratings, Takeshita is ex 
pected to announce a programme of po- 
litical and electoral reform aimed at 
restructuring Japan’s electoral system so 
as to remove the onus on individual 
politicians to collect large amounts of 
money. The hope seems to be that poli- 
tical reform will catch the popular im- 
agination in a way which Takeshita's 
other favourite programme, his home- 
land-development policy, has so far 
failed to do. Eventually, LDP optimists 
say, the effect could be to wipe out un- 
happy memories of Recruit and tax re- 
form. п 





courts had been relying on a precedent 
set in the case of Karam Singh, who had 
been detained in Malaysia under the 
ISA and whose case was decided on 25 
April 1969 in the Federal Court of 
Malaysia on appeal from the High 
Court of Malaysia. Singapore has been 
an independent republic since August 
1965 but until January 1970 appeals 
from the High Court of Singapore con- 
tinued to go to the Malaysian courts. 
The Malaysian court had held in the 
case of Karam Singh that ISA cases were 


| not “justiciable,” or not open to judicial 





review as long as the detention orders 
had been correct and it is largely on this 
basis that Singapore courts had decided 
the ISA cases brought before them. 
Lawyers have been saying for some 
time now that such à view may no longer 
be tenable and that judgments in Britain 
and other Commonwealth countries 
have been increasingly moving in 
the direction of asserting the right of 
courts to review preventive detention 
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cases. Some legal experts maintain that 
had those ISA cases, rejected by the 
Singapore courts on the basis of Karam 
Singh case, moved on to Privy Council, 


the chances were they would have been | 


overturned for not being in accordance 
with the latest legal thinking on preven- 
tive detention. 

The latest judgment rejects using 
Karam Singh as a basis for future ISA 
cases with the view that "it can nolonger 
said to be good law" and that "Karam 
Singh [the case] cannot be considered to 
be still binding on us." Legal sources say 
this brings Singapore law on ISA more 
in line with similar laws in other Com- 
monwealth countries. 

Some lawyers are heartened by this 
development. They also feel that in fu- 
ture cases, the government is likely to 
get the technical parts correct and the 
courts may have to grapple with the 


CHINA 





legal issues involved in ISA detentions ve set 
‘back in another way the. detainees’ 


and will not be able to take the easy way 
out by freeing the detainees on 


technicalities. 
B ut not all lawyers are cheered by the 
changes. They point out that in gen- 
eral, higher courts are reluctant to over- 
turn the verdicts of lower courts unless 
they are clearly based on an error of 
law. The earlier judgments based on the 
Karam Singh case, are examples of such 
error, they say. In future the ISA de- 
tainees’ lawyers may have to prove — in 
the absence of procedural mistakes — 
errors in law, or else they might face a 
Privy Council which is reluctant to over- 
turn the verdict of Singapore courts. 
With this kind of reasoning, the latest 
judgment may actually represent a set- 
back for the detainees, say some legal 
sources. 


Property to the people! 


Economists attack assumptions behind current reform policies 


By Robert Deifs in Peking 


eep divisions among pro-reform | 


D economists in China have blown 
into the open with a series of articles at- 
tacking the policies of a prominent eco- 
nomic adviser to the Chinese leader- 
“Ship. The articles, by three young 
economists at state think-tanks, argue 
that reform has “already reached the 
end. of the road" and propose a radical 
privatisation of state-owned enterprises 
to get it moving again. 

The debate is important because the 
question of how to proceed with re- 
forms has become urgent since China's 
economic setbacks last summer. 

The first part of the series (^10 Years 
of Chinese Reform: Looking back, Re- 
. thinking and Prospects") immediately 
became controversial when it appeared 
in the prestigious monthly journal Jingji 
|. Yanjiu (Economic Research) in Sep- 

tember. It openly attacked the price re- 
form and credit control policies of Wu 
Jinglian, a highly respected reformist 


y “economist and a director of the State 


Council's Economic, Technological and 


' Social Development Research Centre 


(ETSDR). 

The controversy reveals an emerging 
generation gap in Peking’s ideological 
thinking. The young economists — Hua 
г Sheng, 35, Zhang Xuejun, 34, and Luo 
| Xiaopeng. 41, all department heads in 

- respected institutions — who came to 
; maturity during and after the 1966-76 
Cultural Revolution, look at the be- 
haviour of economic units, and see fun- 
damental structural defects which they 
believe cannot be addressed by chang- 
ing the broad economic environment. А 


number of younger economists and re- | 


H 








searchers contacted by the REVIEW ex- 
pressed enthusiastic approval “The ar- 
ticles have openly confronted some crit- 
ical issues facing reform for the first 
time,” one said. 

Many older economists, however, 
have come out in strong opposition. “It 
would be enough if they were only at- 
tacking Wu, but they have taken on an 
entire generation,” one economic re- 
searcher said. “Those people cannot 
stand this.” Personal bitterness has 
crept into the row on both sides. Wu for 
his part said the critics had misrep- 
resented his views. “Their argument is 
really about politics, not economics,” 
Wu told the REVIEW, in what might 
seem an odd remark from a Marxist. “I 
don’t understand how this could be pub- 
lished in Jingji Yanjiu, which is an 
academic journal concerned with eco- 
nomics, not politics.” 

But neither side in the debate can be 
construed as representing pro-reform or 
anti-reform factions. Rather, the two 
groups share a broadly similar reform 
objective but sharply diverge on how 


| this can be achieved. It is also striking 


that the debate focuses on objections by 
the younger — and arguably more radi- 
cal — economists over a period of years 
to plans for comprehensive decontrol of 
prices, which most foreign observers 
also regard as the most urgent task of re- 
form. 

Both sides seek to create a competi- 
tive market economy. But Wu’s pri- 
mary emphasis — іп common with other 
older economists, most of whom were 
originally trained in Soviet-style eco- 
nomics is finding correct mac- 














The latest redetentions may have set 


hopes of being released, said legal 
sources in Singapore, noting that now 
the detainees have to begin their legal 
battles all over again because they are 
serving under new detention orders. 
They also noted that the earlier legal 
proceedings had taken six months to get 
à decision and that by the time the next 
stage is reached the detainees may have 
either been released or appeals to the 
Privy Council in London — to which 
many of the detainees are hoping to 
take their cases — abolished. 

Since opposition politician J. B. 
Jeyaretnam's right to practise law was 
reinstated after the Privy Council in Oc- 
tober declared illegal his disbarment 
and criticised as "flawed" the High 
Court judgment that found him guilty of 
fraud, it has been feared that Singapore 





roeconomic policies such as decontrol- 
ling prices and restraining money sup"! 
in order to implement market reform 

"Price reform can neither be side- 
stepped nor postponed," Wu said in a 
recent lecture. "We must create, 
through the existing structure, an en- 
vironment where markets can be im- 
plemented, and the existing structure 
thereby brought onto the track of the 
socialist market economy." 

Hua, Zhang and Luo's point of di- 
vergence is what they take to be Wu's 
acceptance of the "existing structure" 
and assumption that price reform can 
create the conditions for market com- 
petition. They dismiss price reform as 
an "illusion" unless accompanied by 
radical changes in political and social 
structure. They reject "ownership by 
the whole people" (that is, state owner- 
ship) as neither consistent with reform 
nor required by Marxism. In place of 
state ownership, which they say has be- 
come a fetter on the development of 
productive forces, they propose "re-e- 
tablishing the individual property rigt 
of workers.” 


ES next instalment, to appear in 
the December issue of Jingji Yanjiu, 
argues that in post-reform China the 
"economic surplus" is, in the absence of 
property rights, distributed among en- 
terprise staff according to rank and 
status. Enterprises compete not to 
maximise profits but rather to maximise 
costs and resources under their control. 
Individuals are on the one hand com- 
pletely dependent upon the state, On 
the other, they treat their job or position 
as a monopoly from which to extract 
maximal personal benefits. 

The final instalment in the series, ex- 
pected to appear in a different publica- 
tion, is already a topic of discussion 
among young economists in Peking. In 
order to re-establish individual property 
rights and extinguish differences in poli- 
tical and economic power based on 
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is considering abolishing appeals to the 
Privy Council, which acts as a court of 
last appeal for many Commonwealth 
countries on points of law. 


noe of the detainees have told 
the REVIEW, however, that they will 
continue the legal battle. Amnesty In- 
ternational, the London-based human- 
wan group, says the swift redetention 
of the four raises “an important con- 
stitutional issue and suggests habeas 
corpus in Singapore may no longer pro- 
vide an effective remedy for those sub- 
jected to detention without trial [under 
the ISA].” 

After the 8 December judgment, 
which was greeted by cheers and 
applause in court, lawyers and relatives 
of the detainees had gone to the Whitley 
Road centre. Except for Teo, who is à 
lawyer and was therefore said to have 








been aware of the possibility of being re- 
detained, the other detainees actually 
believed they were being released until 
they were driven back into the centre, 
said relatives. The Internal Security De- 
partment (ISD) officers had gone 
through all the motions of releasing 
them by packing their bags, they said. 

There were minor scuffles between 
some of the detainees and the ISD offi- 
cers as they were taken back into the 
centre and Amnesty International said 
that their sudden redetention “may 
have caused them severe psychological 
distress.” 

Asia Watch, the US-based human- 
rights group, noted on 8 December that 
the Singapore Government's actions 
came just “two days before the world- 
wide celebrations of Human Rights Day 
and during the 40th anniversary of the 
adoption of the Universal Declaration 












of Human Rights.” It also noted that 
“rather than use the opportunity of the 
court decision to put these terrible inci- 
dents behind it, the Government of Sin- 
gapore insists on inviting the continued 
condemnation of the world commun- 
ity.” Protests have also been registered 
by various groups in Malaysia, Thailand 
and Hongkong. 

Three others accused of involvement 
in the alleged Marxist conspiracy are 
also in detention — Vincent Cheng, de- 
tained continuously since mid-1987, and 
Chew Kheng Chuan and Kenneth 
Tsang, who were detained in April 
Three others detained in April have 
been released and the government has a 
warrant of arrest out for Tang Fong 
Har, who also repudiated her confes- 
sion, but was in London at the time of 
the detentions in April and has re- 
mained there since. п 











status and rank, the 

nomists intend to 

pose the wholesale 
-vuVersion of state- 
owned enterprises into 
what would essentially 
be privately owned 
firms through a 
wholesale re-distribu- 
tion of state-owned as- 
sets. 

The obvious sources 
of resistance to such a 
scheme by vested in- 
terests can be over- 
come, they maintain, 
by buying them out. 
They propose convert- 
ing the existing status 
and privileges of < 
bureaucrats into prop- - 
erty in the course of ор 
re-distributing state- 





From left, Luo, Hua and Zhang: emerging generation gap. 








with tighter mac- 
] roeconomic controls 
the following year. He 
considers the decision 
to continue the "dou- 
ble-track" system in- 
stead a serious mistake. 

According to Wu's 
critics, however, dual 
prices simply reflect the 
| dual structure of 
privileged state-owned 
enterprises linked to or 
controlled by adminis- 
trative and party struc- 
| tures on the one hand 
versus private and col- 
lective enterprises and 
ordinary consumers on 
the other. “The reality 
is that eliminating the 
| 'double-track' now 
would really mean 








owned assets. 
“Under the present structure, maxi- 
"ing profits would only benefit the 
te, not the unit,” one of the authors 
explained. “Nobody wants to do that.” 
“Bicycles have been decontrolled for 

a year now, but no bicycle market has 
emerged. Manufacturers still sell at low 
prices to other units which in turn sup- 
ply them with needed production mate- 
rials, services or consumer goods and 
foodstuffs. The administrative organs 
which control the factories also share in 
these benefits. If these transactions 
took place at real market values, the 
higher accounting profits would be 
largely lost as taxes. They cannot distri- 
bute higher profits to workers as cash 
because of bonus ceilings and bonus 
taxes. Trying to sell at the best 


possible price would offend every- 
опе.” 

"Since enterprises do not seek to 
maximise profits, and ex-factory prices 
remain low even for scarce goods, price 
reform itself does not create optimal re- 
source allocation. It does not stimulate 


FAR EASTERN ECONOMIC REVIEW e 22 DECEMBER 1988 








new investment in the production of 
scarce goods." 

At the same time, ordinary consum- 
ers and less powerful units do pay the 
higher, de-controlled prices, with the 
real profits going to government trading 
organisations which use their bureau- 
cratic connections to monopolise trade. 
"Under the current structure," the 
young economists argue, “so-called de- 


control [of prices] merely means that | 


state monopolies would become enter- 
prise monopolies. There will still be 
dual prices." 

Hua was a leading proponent of the 
"double-track" price system put into 
practice in 1985, which allows state en- 
terprises, while continuing to operate 
within the plan, to purchase additional 
inputs and sell above-quota products on 
the market at negotiated prices. 

Wu sees the "double-track" system 
as the main reason for unfair competi- 
tion and says that it "breeds corrup- 
tion." In 1986, Wu supported a plan to 
undertake price reforms coordinated 












eliminating the market, 
not the plan," Hua said. 

The various enterprise reforms have 
not yet created the preconditions for 
truly independent profit-maximising 
enterprises. Converting enterprises into 
joint stock companies (as proposed by 
Peking University economist Li Yining, 
which Wu says he also supports) is the 
right direction, they say. But without 
real changes in enterprise structure, 
what was likely to happen was simply 
“changing the name plate on the door 
from ‘party committee’ to ‘board of di- 
rectors’.” 

The young economists strongly en- 
dorse the non-state-owned sector, par- 
ticularly rural enterprises, which oper- 
ate outside the plan and have vastly out- 
performed state-owned enterprises 
over the past decade. They are also criti- 
cal of the tendency to subordinate rural 
interests to urban consumers. “The 
peasants are the end of the chain,” Luo 
said. “They always have to pay the high- 
est prices, and receive no welfare 
benefits from the state.” ü 
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NEW ZEALAND 


Fallen financial star 


Lange sacks economic reformer Douglas after policy clashes 


By Colin James in Wellington 


Rene stoppages on 14 December 
by power workers cut the lights, 
providing a gloomy backdrop for Roger 

ouglas, the architect of New Zea- 
land's financial reforms, to tell the press 
he would no longer serve under Prime 
Minister David Lange. His announce- 
ment, and subsequent prompt sacking 
by Lange, brought the pair's recent pol- 
icy battles to a head. 

But Douglas’ replacement, former 
deputy finance minister David Caygill, 
immediately declared that the govern- 
ment's deregulatory economic pro- 
gramme would not change, a statement 
endorsed by Lange and Deputy Prime 
Minister Geoffrey Palmer. 

This unanimity among the three key 
ministers also ensures Lange's tenure of 
the prime ministership is secure for the 
time being. A routine three-yearly vote 
by the Labour parliamentary caucus on 
the leadership set down for 26 January, 
is to be brought forward to 21 or 22 De- 
cember and Caygill, flatly told a press 
conference: “We've got the numbers” 
to reconfirm Lange. 

The rift between Douglas and Lange 
developed after Douglas proposed a 
low, single-rate income tax in De- 
cember last year. While Lange went 
along with it initially, he subsequently 
forced a revision to a less radical tax 
change. 

e two clashed again mid-year over 
budgetary policy, with Douglas emerg- 
ing the victor. Then, on 5 November 
Lange sacked close Douglas associate, 
then state-owned enterprises minister 
Richard Prebble, after a disagreement 
on the procedure for privatising Air 
New Zealand. On both occasions, 
Lange's actions followed cabinet rejec- 
tion of his position. 

Douglas appeared still prepared to 
compromise — including at a key 
cabinet meeting set for 19-20 December 
on fiscal policy — until Lange's sacking 
on 8 December of Douglas' press secret- 
ary, Bevan Burgess, the final outcome 
of a struggle for press access which the 

rime minister's office appeared to be 
osing. 

Douglas fumed in private but ran a 
tough campaign of press leaks suggest- 
ing he would challenge Lange in the 
January leadership vote. en sud- 
denly, on 14 December, he announced 
he would not serve as finance minister 
under Lange if the prime minister was 
reconfirmed as leader. Lange took that 
as a resignation and sacked him. 

When it came, the showdown left 
Lange with clear majority backing in- 








party. Only Trevor de 
Cleene, a junior minis- 
ter of customs and 
revenue, resigned in 
sympathy with Doug- 
las. 

The financial mar- 
kets also reacted rela- 
tively calmly. The New 
Zealand dollar was 
marked down an initial 
two US cents and in- 
terest rates rose half 
а percent. Worse was 
expected on foreign ex- 
changes during the New 
Zealand night but, by 
and large, local busi- 





ielding in his policy line and that 
nge's attempts to moderate it were 
more consistent with their preference. 
In other words, Douglas was losing 
his outside power base, while inside the 
cabinet support had also waned since he 
won the crucial cabinet showdown on 4 
July (by 13-7) against Lange over fiscal 
policy. In addition, 
Caygill has long been 
acceptable to business. 
He has always been 
close to Douglas on pol- 
icy. At his quon confer- 
ence he said there would 
be "continuity," a senti- 
ment endorsed by 
Lange who committed 
the government to up- 
holding past reforms 
and said he was "confi- 
dent that the goals and 
consistency of economic 
policy will be main- 
tained." Lange said 
Douglas' "place in “= 
tory" was already 





ness had already 
hedged against Douglas’ departure. 

Douglas' star, as architect of the re- 
forms, had been very high in business 
and there had been fears that if he went 
business confidence would collapse. 
But increasingly over the past two 
months, business leaders had told the 
REVIEW they thought he was too un- 


THAILAND 


cure. 

But there will be a difference of style 
between Douglas and his more affable 
and approachable replacement. Caygill 
can be just as tough in the crunch as his 
former boss. But as evidenced by his 
driving through a halving of tariffs with 
minimal outcry from manufacturers in 
1987, he ruffles fewer feathers. п 





Logging ban lopped 


Government backs down from total ban 


By Paisal Sricharatchanya in Bangkok 


he Thai Government has banned 

logging in southern provinces where 
massive floods in late November, 
caused primarily by indiscriminate fell- 
ing of trees, killed at least 350 people 
and destroyed property estimated at 
Baht 3 billion (US$120 million). But 
the action fell short of a nationwide ban 
which was demanded by a growing 
lobby of students, and environmental 
and rural groups from other regions of 
the country where deforestration has 
also become a serious problem. 

Deforestration in the south is 
symptomatic of a broader national pat- 
tern over the past two decades. 
Alongside a host of other factors — not- 
ably, extensive encroachment into 
forest reserves by needy villagers and 
collusion between loggers and corrupt 
officials — what is theoretically legal 
logging in designated concession areas 
has contributed to a massive depletion 
of forests, from about 70% after World 
War II to the current 19.6% of the total 
land area. 


side the cabinet and the parliamentary | Prime Minister Chatichai Choonha- 





van was initially responsive to the call 
for a nationwide logging ban. Agricul- 
ture Minister Sanan Kachornpras- ^ 
was also supportive of the idea. 

However, the cabinet finally decided 
to back down from the proposed nation- 
wide ban on economic and legal 
grounds. A government spokesman 
said any abrupt halt would seriously dis- 
rupt the construction and furniture in- 
dustries which have been booming over 
the past year. Unilateral revoking of the 
more than 300 concessions throughout 
the country could also leave the govern- 
ment vulnerable to legal action by the 
concessionaires. 

Perhaps more seriously, a complete 
ban could trigger adverse political con- 
sequences. Many of those engaged in 
logging and sawmilling are influential 
politicians, including at least three 
ministers. In a related move, the cabinet 
decided to increase its statutory powers 
to revoke concessions where conditions 
such as protection of the natural envir- 
ons and compulsory re-planting are 
violated. п 





14 





22 DECEMBER 1988 ө FAR EASTERN ECONOMIC REVIEW 


ы Р 






Paul Lachausse, Senior Vice President, 
with Robert Schenker, Senior Vice President, 
Lending Commercial Operations 








f 
^W 


CSE: 





A 


Swiss Bank Corporation and export financing. 


If you’re not interested in foreign markets, 
just turn the page. 


And while you're turning, somebody 

out there is making plans to grab the 
customers your company needs. 

Maybe it's already happening. A lot 

of companies make the news by learning 
about the international marketplace 

the hard way. 

Are we trying to tell you there's an easy 
way? Not really. Except that the easiest 


way is probably to work the hardest 
But if you are taking foreign sales 
seriously, the transaction skills we've 
developed over the years could make 
life easier for you. 

Remember, these are the markets 

we grew up in. And our business keeps 
growing. 


Swiss Bank 
Corporation 


Schweizerischer Bankverein 
Société de Banque Suissé 


The key Swiss bank 


General Management in CH-4002 Basel, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives); Europe: Amsterdam, Dublin, Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, 
Monte Carlo, Munich, Paris. North America: Atlanta, Calgary, Chicago, Dallas, Houston, Los Angeles, Miami, Montreal, New York, San Francisco, Toronto, 
Vancouver. Latin America: Bogotá, Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sáo Paulo. Caribbean: Grand Cayman, Nassau Middle 
East: Bahrain, Cairo, Tehran. Africa: Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney 


AUSTRALIA 


Tougher on migrants 


New rules take the premium off parents and family reunions 


By Michael Malik in Sydney 

he Australian Government, while 

keeping its non-discriminatory im- 
migration policy and maintaining the 
balance of migrants in favour of those in 
the family-reunion category. has intro- 
duced new rules which will put a pre- 
mium on youth and skills, and make it 
more difficult for parents to join their 
children here. 

It has also ended a scheme which al- 
lowed rich people of over 55 years of age 
to retire here and become eligible for 
health and other social welfare benefits. 
These were among several changes de- 
signed to ensure that those allowed in 
will contribute to Australia's economic 
well-being and will not be a burden on 
the state. 

After six months of consultation and 
discussion of a detailed report on im- 
migration policy by former ambassador 
to China Stephen Fitzgerald (REVIEW, 
16 June), Immigration Minister Robert 
Ray announced on 9 December that the 
intake of immigrants would be kept 
through 1989-90 at this year's figure of 
140,000 — 10,000 fewer than Fitzgerald 
recommended. 

There will now be only three 
categories of migrants: family reunion, 
skilled migrants — which will include 
business settlers. — and refugees or 
other humanitarian cases. The intake 
for family reunions will be 71,000 a 
year. made up of 41,000 for immediate 
families and 30,000 from extended 
families. 

The skilled migrant intake will be 
54,000 a year, and 14,000 places — in- 
cluding a 1,500 contingency reserve — 
will be allotted to refugees or others in 
the humanitarian category. Australia 
will not disengage from the Indochinese 
refugee programme, though the 
Fitzgerald report recommended it do 
so. 

Some 10,000 business migrants — 
who can invest at least A$500,000 
(US$433,275) in Australia and plan to 
establish a business — will be taken 
under the skilled migrant category: 
20,000 who are sponsored and have jobs 
to come to, and 23,500 who will be eligi- 
ble under а points system. An addi- 
tional 500 places are reserved for people 
with "special talents," such as those in 
the arts. 

Ray confirmed as permanent policy 
а fundamental change introduced in 
June — the abolition of a fixed points- 
mark which would mean acceptance of a 
migrant, in favour of a "floating" eligi- 
bility mark which can be used to adjust 
the flow of migrants according to need. 
This means that only those with the 


<. 





highest marks іп any one year will be ac- | 


cepted instead of the old system under 
which long queues of eligible applicants 
built up. 

The criteria on which migrants will 
be selected are heavily slanted towards 
those with professional qualifications 
and work experience, especially in 
those areas where there is a shortage in 
Australia, and towards the young. 
While 18 to 24-year-olds receive а 
weighting of 25 points, those over 44 re- 
ceive none. A university degree or other 
recognised qualification, plus experi- 
ence in a desired profession, would 
score 75 points and the scale goes all the 
way down to nil for anyone with less 
than four years' 
secondary schooling. 

The effects on Asian 
migration — subject of 
a bitter and emotional 
debate sparked off by 
the Fitzgerald report — 
will be minimal. Asians 
(including people from 
the Middle East) made 
up 34% of all migrants 
in 1987-88 and are ex- 
pected to continue to 
score well under the 
new code. 

The only area where 
the intake of Asians — 
as well as southern 
Europeans — might be 
adversely affected is 
in the family-reunion 
categories. The rule 
which will limit the 








Fitzgerald: minimal effects on Asian migration. 








overseas than in Australia," he said. 

The newrules also will tighten regula- 
tions about sponsors being responsible for 
support of parents, including the repay- 
ment of social welfare and unemployment 
benefits a parent would automatically 
receive asa legal resident. These regula- 
tions will now apply toall parents and not 
just those within 10 years ofretirementage. 

Ray said that since the government, 
in granting easy entry to parents, recog- 
nised the ties and responsibilities of 
family, it was only fair that the sponsors 
and not the general community provide 
for them for the first five years. 

As the emphasis on youth in- 
creases, the number of parents hoping 
to join their families will increase, it 
has been pointed out, and the new rules 
governing family reunions will ease the 
burden on the state while also trying to 
keep the actual intake at the prescribed 
levels. 

In one concession to pressure from 
immigrant communities, however, the 
government has decided to waive the 
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numbers of parents 
joining children is dubbed the “balance 
of family" rule, under which parents will 
only qualify for automatic reunion if at 
least half of their children are already 
living in Australia. Parents hoping to 
join just one child if they have more than 
two, for instance, can now only qualify 
under the points system. 


[" introducing this rule, Ray said 
that at present about 9% — around 
12,500 annually — of immigrants fell 
within the family-reunion category and 
that this figure would be cut by about 
40% , or 5,000 people. 

Although he admitted some might 
consider this change harsh, Ray pointed 
out that the government was not 
separating parents from the majority of 
their children. He also pointed out that 
sponsored parents made a heavy de- 
mand on health and welfare services. 
“This cost is harder to justify when the 
parent has stronger family connections 
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test for English proficiency for all thi 
under family-reunion schemes. 

The government rejected  Fitz- 
gerald's proposals for depriving any 
settler who did not take up Australian 
citizenship of welfare and other be- 
nefits. Ray, while agreeing that citizen- 
ship was the ultimate expression of com- 
mitment, said such a commitment could 
not be developed by coercion or puni- 
tive measures. 

In restating the Labor government's 
commitment to an immigration policy 
without discrimination on the grounds 
of race, religion or sex, Ray appealed to 
the opposition — which advocates a pol- 
icy which would allow it to alter the ra- 
cial *mix" of migrants if it chose — to re- 
turn to a non-discriminatory, bipartisan 
position. This appeal was immediately 
rejected by opposition leader John 
Howard, who remarked: “There is not 
much point in going over the cliff arm in 
arm." п 
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Peter Carey 





Prospects for peace 


in Cambodia 


qu West has finally woken up to the 
threat of a Khmer Rouge return to 
power in Cambodia. АП the same it is 
guilty of a large measure of disingenu- 
Ousness, not to say hypocrisy, in the 
pones it has pursued towards Cam- 

odia. For years, it took refuge behind 
Asean's diplomatic line by providing 
unflinching support for the association's 
efforts to maintain international opposi- 
tion to Vietnam's occupation of Cam- 
bodia — now nearing a decade in dura- 
tion. This had the effect of giving carte 
blanche to the Thais and the Chinese in 
their rebuilding of Khmer Rouge mili- 
tary capacity on the Thai-Cambodian 
der. 

The result is that today the Khmer 
rouge, with nearly 40,000 men under 
arms, is easily the strongest Cambodian 
opposition group. With secure military 
bases in Thailand, access to generous 
supplies of Chinese arms and money, 
and succoured by portions of Western 
food aid supplied by the United Nations 
Border Relief Operation (Unbro), the 
Khmer Rouge has become a formidable 
fighting force. 

Military bridgeheads have already 
been established in Cambodia by the 
Khmer Rouge. US Defence Depart- 
ment estimates suggest that Khmer 
Rouge porters have buried sufficient 
arms and equipment in western and 
northwestern Cambodia to keep them 
going for at least two years of guerilla 
warfare. Armed Khmer Rouge units are 
also reported to be operating as far 
south as Takeo between Phnom Penh 
and Kompong Som, the country's sole 
^-sp-water port. Given this situation, 

at can the West do to give substance 
to its statements on the “unacceptabil- 
ity" of a Khmer Rouge return to power? 

Although the West's leverage should 
not be exaggerated, there are four prac- 
tical steps which could be taken to expe- 
dite a Cambodian settlement. 

First, diplomatic pressure should be 
put on Thailand to close Khmer Rouge 
military bases on Thai soil and halt the 
flow of Chinese arms to the Khmer 
Rouge leadership. This would necessar- 
ily entail both a reassessment of West- 
ern policies towards Asean and accep- 
tance of the linkage proposed by the 
Vietnamese at the Jakarta Informal 
Meeting in July between Hanoi's troop 
withdrawals and a cut-off of military aid 
to the Cambodian resistance groups, 
particularly the Khmer Rouge. 

Second, the US should bring greater 
diplomatic pressure to bear on China 
and encourage Peking to open up a di- 
rect dialogue on Cambodia with Hanoi. 
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It can achieve these objectives by mov- 
ing swiftly to normalise its diplomatic 
relations with Vietnam. 

Third, the international standing of 
the Khmer Rouge should be nullified by 
depriving it of its de facto control — 
through the fiction of the resistance co- 
alition government — of Cambodia's 
UN seat. Instead, the seat should stay 
vacant until a new government of na- 
tional unity, which excludes the current 
genocidal Khmer Rouge leadership. 
can be established in Phnom Penh. 

Finally, the US, the Soviet Union 
and perhaps even the French, British 
and some Asean governments, should 
convene a new Geneva conference on 
Indochina. Such a meeting should be 
given the task of merging 


| 





rocket-aunchers and assault rifles. 

One such camp is Natrao. In a whis- 
pered conversation with an aid worker, 
one terrified inmate described the camp 
as a "living hell." Disobedience to 
Khmer Rouge orders, he said, means al- 
most certain reprisals — usually execu- 
tion. He said captured Vietnamese sol- 
diers or Cambodian peasants suspected 
of helping the non-communist resist- 
ance factions were routinely tortured to 
death. All this happens in Thailand, 
which seems to feel no qualms about 
what is going on 

In recent months, Natrao, along with 
two other Khmer Rouge military 
camps, Huay Chan and Ta Luan, have 
been emptied at gunpoint of their able- 
bodied inhabitants most of whom 
have been forced across the border. 
Eye-witnesses who escaped the Khmer 
Rouge dragnet said some have been or- 
dered to return to their villages in West- 
ern Cambodia to prepare civilian sup- 





the existing, two-track 
Asean and French-spon- 
sored peace processes. 
Of all these moves, the 
first is the most impor- 
tant. Without the closure 
of all Khmer Rouge mili- 
tary camps in Thailand, 
the other steps will be 
useless. Unless this hap- 
pens, the Khmer Rouge 
will remain militarily in- 
tact, capable of rendering 
a post-occupation Cam- 
bodia ungovernable. At 
best, the Khmer Rouge 
will turn Cambodia into a 
Southeast Asian Leba- 
non, with the Vietnamese 
cast in a role not unlike 
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that of the Syrians. At 
worst, they will bring back their terror 
state winch 

ousting by the Vietnamese in early 
1979, Кык in the deaths of hundreds 
of thousands of Cambodians. 

For those naive enough to believe 
that the Khmer Rouge have changed 
their character since their last attempt at 
political statecraft, a visit to the Thai- 
Cambodian border will quickly dis- 
abuse them. There, in the half dozen or 
so Khmer Rouge-controlled military 
camps, upwards of 75,000 Khmer civi- 


lians are corralled against their will. | 


The camps are off-limits, even to Unbro 
and most Western aid organisations. 
In these pocket gulags, Khmer Rouge 
soldiers patrol openly with Chinese 


‚ in the years prior to their | 
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port networks for the Khmer Rouge. 

Others, they say, have been 
dragooned into acting as porters or au- 
xiliaries for the Khmer Rouge military 
patrols operating deep inside Cambodia. 

This cluster of  Thai-condoned 
Khmer Rouge terror enclaves operates 
with the full connivance of the Thai mili- 
tary authorities. Presiding over the 
camps are the very same people — Pol 
Pot, Son Sen, Ieng Sary and Ta Mok 
(the odious Khmer Rouge chief of staff) 
their wives, relations апа intellectual 
sidekicks (Khieu Samphan and the 
Thiounn brothers) — who terrorised 
Cambodia during the heyday of 
"Democratic Kampuchea.” 

Much of the fighting in Cambodia in 
recent years has been between the 


| Khmer Rouge and its non-communist 


coalition partners in which Son Sann’s 
Khmer People’s National Liberation 
Front has been almost eliminated as an 
effective force and the Armee 
Nationale Sihanoukiste of Prince Noro- 
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| dom Sihanouk has been badly mauled. 
Tt is these bloody encounters which pre- 


4 ition president in July and led to his pub- 
lic excoriation of the Khmer Rouge as 
"worse than the Vietnamese." 
Thailand's interests and real security 
anxiety as a front-line state must be rec- 


support of the Khmer Rouge through 


peace settlement is to be reached. 
Indonesia recently accused China of 

using the Cambodia issue as a bargain- 
ing counter in the run-up to a Sino- 
Soviet summit, proposed for early next 
year. In July. at the Jakarta Informal 
Meeting in Bogor, Indonesia appeared 
to endorse Hanoi's proposal that fur- 
ther reductions of its 120,000-strong 
Cambodia occupation force should be 
linked to the cessation of foreign mili- 
tary supplies to the Cambodian opposi- 
tion groups — especially the Khmer 
Rouge. Such a linkage has been dismiss- 
ed by China, Thailand and the West as 
‘crude Vietnamese blackmail designed 
to shift responsibility for their military 
withdrawal on to other parties. 

A brief glance at military develop- 

P ments in Cambodia over the past 
few: months is instructive. Foreign mili- 
tary analysts say Hanoi has withdrawn 
‘some 20,000 of its troops since its annual 
troop rotation in November 1987. Many 
- of these units were taken from the west- 
"ern and northwestern frontier areas, 

Where Vietnamese troops were rede- 
played 30 km back from the frontier in 
Мау and June and replaced by Phnom 
.Penhgovernmentforces. i: 
Heavy Khmer Rouge attacks on gov- 
ernment. defensive positions in the 
“Phnom Milai hills — a Khmer Rouge 
stronghold — between June and Au- 
gust, however, could only be beaten off 
t. after Vietnamese reinforcements were 
“| rushed back to the area. 
| If such a situation can develop after 
the limited Vietnamese troop withdraw- 
als so far effected, one can imagine what 
Cambodia's fate might be if Hanoi 








































drawal by early 1990 without adequate 
guarantees about the military neutrali- 
sation of the Khmer Rouge. Given the 
inadequacies of the  70,000-strong 
. Phnom Penh army and the dedication of 
. the Khmer Rouge leadership to effect- 
ang its violent overthrow, there must be 
а real danger that the post-1979 Viet- 
namese order in Cambodia would give 
мау to a civil war even more vicious 
-than that of the early 1970s. 

Such a war, if it came, could seal 
¿Cambodia's fate as an independent 
¿state by forcing a de facto partition of 
„the country between Hanoi- and Peking- 
sponsored regimes. Is such an outcome 
- in Thailand's long-term interest? Would 
Bangkok's leaders find it easy to cope 
with a new Khmer Rouge bloodbath on 
ts doorstep? Would it want to have its 





cipitated Sihanouk's resignation às coal- | to s an in- | 
| terests — especially its relationship with | 
| Jakarta — for short-term political gains | 


ognised. However, continued military | 


Thailand will have to stop if an effective | 


keeps to its schedule of complete with- | 


| borders swamped by hundreds of 
| thousands more Cambodian refugees? 
| Is it prepared to sacrifice Asean in- 


| against the Vietnamese? And, finally, 


| will such an outcome assist Thai Prime | 
| Minister Chatichai Choonhavan's de- | 
i 
| 
| 


battlefield into a trading market?" 


6 For those naive enough to 
believe that the Khmer Rouge 
have changed their character. 

since their last attempt at political 
statecraft, a visit to the Thai- 
Cambodian border will quickly 
disabuse them. ? 





clared aim of "turning Indochina from a | 


The way forward for Thailand is | 








mediately for the reconciliation of non- 
communist .. Cambodian ^ opposition 
groups and the Phnom Penh govern- 
| ment — а reconciliation which. could 
| later accommodate a purged and dis- 
| armed Khmer Rouge. 
| For the West's part, public protesta- 
| tions about the "abhorrence" of the 
| Khmer Rouge and the "unacceptabil- 
| ity" of its return to power must be back- 
| ed by action. Military supplies to the 
Khmer Rouge must end but this, in it- 
| self, is not enough. The Khmer Rouge 
i has already established a formidable mi- 
| litary capacity. 
| The fact that virtually the entire Pol 
Pot-era politburo remains intact is par- 
| ticularly worrisome. As long as these 
men remain at the helm of the Khmer 
Rouge. peace will elude Cambodia. 
They must be removed — first by de- 





capable of international statesmanship 


Rouge: cooperating with its Asean 


an international solution to the In- 
dochina problem (one which will 
guarantee the security of both Vietnam 
and Thailand by establishing Cambodia 
as a neutral state), and working im- 


FOREIGN RELATIONS 
Defining 
the limits 


! Sino-Mongolian treaty 
| signals improved ties 


| By Alan Sanders 

| qu signing at the end of November of 
| a Sino-Mongolian border treaty was 
| a significant indication of improving ties 
| between the two countries. While rela- 
| tions are still sensitive, they are on the 
| mend after many years of past hostility 
— marked during China's Cultural Rev- 
| olution by clashes and incursions on the 
| border. 

| The treaty provides for the settle- 





| ment of potentially difficult situations 
| arising from deliberate or accidental il- 
| legal border crossings as well as proce- 
| dures for legal travellers and freight 
| handling. The border, which is some 
| 4,320 km long, is generally not fenced, 
, so that some illegal cross-border traffic 
| is generated by, for example, herdsmen 
searching for wandering livestock. 
| However, earlier this year, the com- 
| mander of Mongolian border and inter- 
| nal troops, Lieut-Gen. Arvay, told the 
| official Mongolian army newspaper Red 
i Star that China must take steps to deal 
| with border "incidents" which were not 
| of Mongolia's making. 

The new treaty may also serve as a 


clear. It should show the world that it is | 
by severing its links with the Khmer | 


partners and the great powers in finding | 


priving them of international recogni- 

tion by ending their control of Cam- 

| bodia’s UN seat and then by ensuring 

| their perpetual exile from Cambodia. 

| Intense diplomatic pressure m 

| continue to be applied on China to e 

| its support for the Khmer Rouge. Al- 

| ready, Washington has engaged Peking 
in high-level talks on this issue. It should 

| now go a step further and normalise its 


diplomatic relations with Hanoi. п 





model for the management of border 
affairs with China's other neighbours, 
particularly the Soviet Union. Talks on 
the Soviet-Chinese border acquired 
new momentum after Soviet President 
Mikhail. Gorbachov conceded in his 
1986 Vladivostok speech that the bor- 
| derline should follow the centre of the 
| main stream of border rivers. 

| According to the Chinese side, the 
| purpose of the treaty is to maintain the 
| "stability" of the border and "tranquil- 
| lity" in the border regions. This is taken 
| to mean that procedures have been 
agreed, for example, on contacts be- 
tween the two countries' local borc 
officials, the replacement of mark 
which go missing and for the regulation 
of movements close to the border. The 
treaty also provides a legal basis for 
dealing with border problems "in a 
spirit of mutual understanding and 
cooperation." 

Mongolian First Deputy Foreign 
Minister Daramyn Yondon, who signed 
the treaty for Mongolia, also had talks 
with his counterpart, Liu Shuging, and 
was received by Chinese Foreign Minis- 
ter Qian Qichen and Vice-Premier Wu 
Xueqian. 

Yondon’s visit came a fortnight after 
a brief visit to Peking by Mongolian 
Deputy Premier Choynoryn Suren, who 
was told during talks with Vice-Premier 
Tian Jiyun that more vigorous trade be- 
tween border regions was desirable. 
Suren replied that Mongolia was giving 
greater autonomy to local government 
bodies and that this should promote the 
expansion of cross-border trade. 
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400000 


visitors were impressed by what they saw. 


350 


exhibitors transacted millions of dollars worth of business 
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countries! participation made il a truly international affair. 
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The Greatest Show in Singapore is back! 


> Trade & Industry Fair 89 


14th - 20th August 1989 e World Trade Centre 


In 1985 it was the most exciting fair ever and a towering landmark in 
re's exhibition history. 

Now the much awaited Trade & Industry Fair 89 is back with 

6 specialized categories featuring the finest from the Asia-Pacific. 
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Medical & Health 
Products 


Fashion & 
Accessories 


Furniture & 
Fittings 


The Organiser 


Singapore Chinese Chamber of Commerce & Industry, 
Singapore's largest chamber, puts you directly in touch with 
thousands of contacts from the expanding Asia-Pacific market 


400,000 visitors came in 1985 — including visiting delegates from 
Malaysia, Taiwan, Thailand, China, Japan, Hungary, Nepal and 
India — and even more visitors and delegations are anticipated in 


1989 The Trade & Industry Fair 89 is an opportunity not tobe missed. 


SINGAPORE CHINESE CHAMBER 

OF COMMERCE & INDUSTRY 

47, Hill Street, Singapore 0617. Republic of Singapore 

Tel: 3378381 (8 lines), Telex: SCCCI RS 33714. Fax: 65-3390605 
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ENVIRONMENT 


Fear of flooding 





Global warming could threaten low-lying Asia-Pacific countries 


By Michael Malik in Melbourne 


cy epu: have begun to scrutinise 
the social, economic and possibly 
political impact of the greenhouse effect 
— the gradual warming of the planet. 
Two of the results of such warming. of 
immediate concern to the Asia-Pacific 
region, are a likely rise in mean sea 
levels and changes in weather patterns. 
Higher oceanic tides could cause 
havoc in low-lying coastal regions, 
many belonging to the poorest coun- 
tries, particularly Bangladesh and the 
Maldives. Bangladesh, one of the most 
densely жыксын, nations, bears of the 
brunt of cyclones almost every year. 
The latest one, at the end of November, 
left an estimated 2,000 people dead and 
rendered tens of thousands homeless. 
The Maldivian archipelago, many of 
whose islands and coral atolls are barely 
a few feet above the Indian Ocean, is also 
a victim of annual tidal waves. For nearly 
a decade Maldivian President Maumoon 
Abdul Gayoom has urged every UN 
General Assembly session to adopt 
measures to protect his islands from 
goingunder water. That Bangladesh and 
the Maldives can do little on their own 
to combat these environmental calami- 
ties has highlighted the global respon- 
sibilities to cope with greenhouse effect. 
The probability of a rise of the 
oceans is due to a simple scien- 
tific principle: water expands 
as it warms. The ereeihouke 
effect — being brought about 
by the accumulation of carbon 
dioxide (CO,), methane and 
other gases in the atmosphere 
which trap heat from the sun, 
radiating from the surface of 





from 20 cm to 1.4 m. Earlier predictions 
of a much more rapid rise in the sea level 
were based on a simple scientific miscal- 
culation. The theory that global warm- 
ing would melt the vast Antarctic ice cap 
and thereby raise the level of oceans ig- 
nored the fact that most of the Antarc- 
tic ice is floating — displacing the same 
volume of water whether it is frozen or 
not. 

The places where global warming 
eventually will melt ice are principally 
Greenland, Canada and South 
America, rather than the Antarctic. 
That is unless the warming continues 
long enough to affect the west Antarctic 
icesheet, which is not floating. 

If or when that were to melt, it could 
raise world sea levels by as much as 
5-7 m — but that will not start to hap- 
pen, at present rates of warming, for 1( 
years and would take four to 500 years, 
according to Barrie Pittock, a recog- 
nised expert on the subject who works 
at the Ünoinipoweatth Scientific and 
Industrial Research Organisation divi- 
sion of atmospheric research in Mel- 
bourne. . 

"Most predictions at the moment are 
basically hairy [wild]," Pittock told the 
REVIEW during a November confer- 


ence of world experts in atmospheric 
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the earth, and prevent it from 
dispersing into space — is no 
longer doubted. A rise in 
gos temperatures of about 

.7°C in the last century is ex- 
pected to accelerate as the 
p double from present 
evels by AD 2030. 

The consequence, it is now 
agreed, will be a rise in global 
mean e ape of 2-4.5°C, 
higher at the poles than on the 
equator, with highs of 6-8°С. 
But the best estimates availa- 
ble at the moment vary hugely 
as to the effect this will have, 
depending on what scientific 
and mathematical models are 
used — and assuming no ap- 

reciable decline in the re- 
ease of the gases is achieved 
in the next 40 years. 

Predictions of the rise in 
sea levels in that period vary 





































chemistry. “Many of the models are 
based on a simple multiplication of av- 
ailable figures. At the moment we just 
do not know enough about where and 
when the warming effect will be most 
felt." 

And whether the predictions are 
hairy or not, he is unequivocal about 
his own view of the result if the 
greenhouse effect and the depletion of 
the earth's ozone layer are not limited: 
"It will be totally disastrous. It has just 
got to be stopped. Human beings are 
reasonably adaptable but not at speed. 
We have to have time to take action and 
adjust." 

The present limit on information 
should be partially overcome by the es- 
tablishment next year by Unesco of a 
Global Sea Level Observation System, 
which should start to produce the first 
reliable figures over the next 20 or 30 
years. 

A world agenda is now being set to 
address the basic problems and their 
causes while practical research is ' 
hand to consider what might hap; 
and what can be done about it. 

At this year's South Pacific Forum, 
the Australian Government offered to 
finance a monitoring network to study 
the effects of a rising sea level on low- 
lying coral atolls, including countries 
such as Kiribati, which, if the worst 
predictions are correct, might dis- 
appear within 50 years if no action is 
taken. 


Wi the islands comprising the 
Maldives are another region where 
а sea level rise might be disastrous, the 
most vulnerable place in Asia 
without doubt would Бе 
Bangladesh. Simple calcula- 
tions show that even a I-m rise 
in the mean sea level would 
submerge a tenth of the coun- 
try, displacing millions of 
people. 

Eric Bird, of Melbou 
University’s department 
geography said there were 
other areas in Asia, if not so 
much at risk as Bangladesh, 
which certainly would suffer. 
Low-lying areas of the Philip- 
pines and Indonesia might 
well see present valuable 
coastal shrimp ponds inun- 
dated, making it necessary to 
move the ponds back into 
what is now rice land, with the 
consequent loss of crops. 

In some areas, more people 
might be forced to live either 
behind sea walls or on earth 
mounds or even in "floating 
villages." The "Dutch Dimen- 
sion" — learning to live below 
sea level — might become a 
worldwide phenomenon, he 
suggested. 

Areas in Asia where sink- 
ing or eroding coastlines are 
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already presenting problems will be 
under intensive study by various 
roups, including the UN Environment 
ogramme, which has a regional head- 
quarters in Bangkok — itself vulnerable 
to even a small sea rise. Other populous 
areas which are subject to sinking land 
are Niigata and Tokyo Bay in Japan. 

Measurements of mean sea levels are 
very complex. The surface of the planet 
is not static but moves up and down, 
both above and below the sea, changing 
the relative sea levels either locally or 
gon For instance, Alaska and 

andinavia are still slowly rising after 
the removal of the weight of glaciers in 
the last ice age. 

To complicate things further, man's 
interference has not only caused the sea 
to rise. He has also caused it to drop as a 
result of holding about 6,000 km? on 
the land in various artificial irrigation 
schemes in recent decades — calculated 
to be the equivalent of a 15-mm drop in 
global sea levels. 

And a mean sea level rise is not the 

y threat to coastal areas. Weather 
changes can mean an increased likeli- 
hood of storms such as tropical cyclones 
in some areas, endangering low-lying 
coastal towns and particularly beaches. 

The penetration of seawater inland 
also may affect not only immediate 
coastal habitation and vegetation, but 
could raise inland watertables, produc- 
ing worsened salination in some places. 

One solution would be to substitute 
non-polluting energy sources for fossil 
fuels. Bird and some other scientists 
suggest a re-examination of the nuclear- 
power alternative — though some agree 
that this is an unacceptably expensive 
solution for developing nations. Other 
scientists argue against the possible pol- 
luting effects of the nuclear fuels. 

ore suitable for developing coun- 
tries, especially those in areas with 
plenty of sunshine, is the development 
of hydrogen fuel from water, using 
ar-power electricity for electrolysis. 
ien burned to produce energy, hy- 
drogen fuel produces water vapour, àn 
environmentally neutral emission. 

Another form of energy which would 
not produce CO, or other known 
greenhouse-effect gases is alcohol from 
such agricultural produce as sugar cane 
— also a good crop for sunny develop- 
ing countries. 

“If countries such as Australia and 
others in the region are serious about 
cutting CO, emissions, they must make 
а start on projects such as the produc- 
tion of h iue fuel. For Australia, it 
is something which could realistically 
replace coal as an export," Pittock said. 

With the scientific community fully 
alerted to the problems, it remains to be 
seen whether politicians are going to be 
prepared to take the hard economic de- 
cisions which are prescribed. Leading 
industrialised countries outside the 
communist bloc have agreed to the 
phasing out of chloro-fluorocarbons 
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ov which are believed responsible 
or the ozone depletion, as well as being 
a greenhouse оба gas. But the cost to 
industry will be considerable and 
perhaps not easy to enforce. 

And CO, is not the only problem. 
Scientists now estimate that methane, 
CFC' and nitrous oxide have together 
doubled the speed of the warming which 
would have resulted from CO, alone. 
Methane in the atmosphere, rising from 
swamps and particularly from rice 
paddy, as well as from livestock such as 
sheep and cattle, is on the increase — by 
1% a year. And with rising populations, 
nobody, Таана жары in Asia, has even 
suggested that rice or animal cultivation 
can be restricted. 

CFCs are not just used in aerosol 
cans. They are vital to present-day re- 
frigeration, air-conditioning, the pro- 
duction of certain plastic foam materials 
and are used as a cleaning solvent for 
electronic parts. Discovering and pro- 
ducing substitutes may be costly. 

A larger question mark hangs over 
the political will to stop the greenhouse 
effect itself. Developing countries — 
many of which have shown little interest 
in dealing with the polluting by-products 
of progress — are unlikely to welcome 
restrictions on the use of fossil fuels in 
their moves towards greater industriali- 
sation. 

And there is doubt as to whether the 
Soviet Union will particularly care 
about the greenhouse effect — of which 
one predicted result would be the warm- 
ing of vast areas of Siberia, opening it 
for useful forestry or agriculture. п 


rise in sea level 


HEVIEWMAP by Picty Hur 





SHRINKING BANGLADESH 
coastline after 





Going to 
extremes 


Changes could produce 
more floods and droughts 


s the world weather changes, one of 

the most vital aspects of it will be 
rainfall, the single most important fac- 
tor affecting land use and fertility. Sci- 
entific evidence available so far — and 
scientists are constantly repeating that 
evidence is still scarce — suggests that 
with a global warming. general rainfall 
belts may extend from the equator fur- 
ther towards the poles. 

This theory is supported by computer 
models of the last glacial period, which 
indicate a weaker monsoon regime in the 
northern hemisphere and stronger mon- 
soons in the warmer period which fol- 
lowed the ice-age. Although these 
changes are believed to have been 
caused by a change in the earth's orbit, 
rather than a change in the atmosphere, 
and might have been expected only to 
have affected the northern hemisphere. 
archaeological evidence suggests that 
the same thing happened in the southern 
hemisphere as well. 

Records kept in Australia show sig- 
nificantly more summer — October to 
March — rainfall in the period since 
1945, during which there has been an in- 
crease in average temperatures of 
0.5*C. 

Five different computer models 
using different varia- 
tions of available infor- 
mation have predicted 
five different patterns 
for weather in Asia dur- 
ing the northern sum- 
mer. But when the five 
are put together and a 





"consensus" picture 
drawn, it predicts that 
northern and particu- 
larly northeastern 
China will become 
drier, southern China 
will be unlikely to 


change while the Indian 
Subcontinent, In- 
dochina, the Malay pen- 
insula and Indonesia 
will become wetter. 

In Australia, models 
suggest that summer 
rainfall might extend 
further south and start 
earlier in the year and 
last longer, which might 
increase the wheat- 
growing areas. Other 
models suggest reduced 
winter rains in southern 
Australia. 

These patterns, how- 
ever, were not followed 
in the  post-glacial 
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period, during which, according to fossil 
evidence, southern Australia, including 
Tasmania and parts of northern New 
Zealand, were wetter rather than drier 
in winter as well as summer. One expla- 
nation for this, suggested by Barrie Pit- 
tock, one of the leading experts in the 
field, is that during that period higher 
temperatures there might have been 
due to an “anti-El Nino" weather sys- 
tem, which might have lasted for several 
hundred years. 

Pittock hopes that within five to 10 
years, with data gathered from an ur- 
gent new research programme being un- 
dertaken jointly by the Commonwealth 
Scientific and Industrial Research Or- 


FOREIGN RELATIONS 





ganisation and the Australian Bureau of 
Meteorology Research Centre, and 
using research from round the world, it 
might be possible to provide realistic 
predictions and guidance for regional 
water-resource planning. 

One prediction scientists are pre- 
pared to make is that if there is a shift in 
average weather, there will be many 
more extreme variations from it. More 
storms, floods and droughts should be 
expected if weather patterns shift only 
slightly. And a rapid rise in land tem- 
peratures will mean a lag, possibly by as 
much as 10-20 years in relative sea tem- 
peratures, making unstable and un- 
known weather more likely. 


A warm reception 


Bhutto's electoral success is welcomed by India 


By Salamat Ali in New Delhi 

s Pakistan Prime Minister Benazir 

Bhutto struggles to consolidate her 
tenuous hold on power, her electoral 
success has triggered an unprecedented 
wave of goodwill towards her country in 
India. The forcefully articulated desire 
here is to see her fledgling democratic 
order strike deep roots so as to smother 
any possible return of authoritarian 
rule. 

Instead of sending a routine con- 
gratulatory message, Indian Prime 
Minister Rajiv Gandhi wrote Bhutto а 
personal letter which stated: "The news 
of your assumption of office as prime 
minister of Pakistan has been warmly 
greeted and widely welcomed through- 
out India . . . The Simla agreement 
signed by your father and my mother 
provides the basis for our building to- 

ether a relationship of mutual trust and 

riendship which promotes peace and 
cooperation between our two countries 
in our time and generations to come." 

Soon after receiving the letter, 
Bhutto reciprocated by scrapping her 
predecessor's proposal for a no-war 

act with India and suggesting that the 
imla agreement provided а good 
enough framework for settling 
bilateral problems — including 
the two countries' dispute over 
Kashmir. This put an end to 
long years of sterile diplomatic 
fencing over the proposed no- 
war treaty and a counter-pro- 
sal put forward by India's 
ate prime minister Indira Gan- 
dhi that suggested a treaty of 
friendship and amity. 

Until Bhutto's election, it 
was not certain that Gandhi 
would attend the upcoming 
South Asian Association for 
Regional Cooperation (Saarc) 
summit in Islamabad. Since 
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former Indian prime minister Jawahar- 
lal Nehru's visit to Pakistan in the late 
1950s, no Indian head of government 
has visited the country. 

Gandhi, during his tenure as Saarc 
chairman, broke a tradition among past 
chairmen of visiting each Saarc capital 
before relinquishing the rotating post. It 
is believed that the move was aimed at 
avoiding contact with Pakistan's late 
president Zia-ul Haq, despite the lat- 
ter's several visits to New Delhi. Bhutto 
is said to have asked Gandhi to remain 


| in Islamabad for a day following the 


Saarc summit, and Gandhi appears in a 
mood to oblige. 

Pakistan watchers here believe the 
Indian public's support for Bhutto is sin- 
cere and will endure. They say that 
while there is an appreciation of her 
limitations, there is also the widespread 
view that, given the political options in 
Pakistan, her government is by far the 
more preferable. 

But the Indians’ minimum expecta- 
tions are Bhutto's help in ending cross- 
border support from Pakistan of the 
continuing terrorism in Punjab, the 
curbing of Indo-Pakistan differences 
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Presenting a paper on the subject in 
Adelaide in the last week of November, 
Pittock told delegates to a conference 
on water-resource management: "The 
world has always been subject to climate 
change and variability. Moreover, 
human beings are adaptable. What is 
critical and unprecedented in human 
history is the rate and possible extent of 
the change. This will make adaptation 
more difficult, traumatic and expensive. 
While decision-making at the regional 
level . . . is presently very difficult, 
at the national and international level 
decisions to limit the greenhouse ef- 
fect can and must be made." 

— Michael Malik 


and the realisation of Bhutto's stance 
that Pakistan's nuclear programme will 
be for peaceful purposes only. 

Bhutto's rise to power has meant 
many things to many South Asians. 
Sheikh Hasina Wajed. leader of 
Bangladesh’s premier opposition pa 
the Awami League, said during a rec 
visit to New Delhi that Bhutto’s pre- 
miership would certainly have an im- 
pact on Bangladeshi politics. She said 
she saw a message in the event for the 
authoritarian order in Dhaka, similar to 
that sent to other dictatorial regimes 
when Corazon Aquino rose to power in 
the Philippines on a wave of popular 
support. 

Leading Muslim women here, inter- 
viewed by The Times of India, argued 
that Bhutto’s electoral success was a vic- 
tory over Islamic fundamentalism and a 
step forward in women’s struggle for 
equality with men. Fakhruddin Ali 
Ahmed-Abida, a ruling Congress party 
MP and widow of a former Indian presi- 
dent, said: “The victory has exploded 
the myth in Muslim countries that a 
woman cannot become head the state.” 

V. P. Singh, Gandhi's arch political 
foe and president of the opposition 
Janata Dal party, congratulated Bhu 
on her victory and told a mass rally t 
Indians should emulate Bhutto’s strug- 
gle for the restoration of public accoun- 
tability and the ouster of an authorita- 
rian regime. 

Bhutto's political victory comes at a 
time when policymakers around the 
world are analysing the pro- 
gress of Soviet leader Mikhail 
Gorbachov's efforts to alter his 
country's belligerent image 
and seek a new equilibrium in 
Moscow's relations with the 
West. 

Following recent talks be- 
tween Gorbachov and Gandhi, 
Gandhi announced that he 
would be visiting China and 
Pakistan in December, seeking 
to improve his own country’s 
image with these traditionally 
hostile neighbours. Bhutto is 
due to visit China at the end of 
the month. п 
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SRI LANKA 


The killing campaign 


Violence dominates countdown to presidential poll 


By Manik de Silva in Colombo 


ven as the countdown began for the 

19 December presidential election, 
regarded as the most crucial in recent 
Sri Lankan history, the killing con- 
tinued. Both in the troubled north and 
east, where Tamil separatist guerillas 
have taken on the Indian army, and in 
the southern Sinhalese districts where 
subversive and counter-subversive acti- 
vity is rife, there is a frightening daily 
toll of lives. 

According to the latest official tally, 
the 30 days ending 15 November had 
seen a total of 112 political killings in the 
Sinhalese south. In the north and the 
east, 32 people were killed during the 

ie period. 

Since then, there has been an aver- 
age of about six political killings 
every day in the southern districts. 
with fewer deaths in the north and 
east. The presidential campaigns of 
the two principal contenders — Prime 
Minister Ranasinghe Premadasa, 64, 
and former prime minister Sirima Ban- 
daranaike, 72 — are taking place in an 
environment of unprecedented disrup- 
tion. 

Meanwhile, the third candidate, 
Ossie Abeygoonasekera of the Sri 
Lanka Mahajana Pakshaya (SLMP, or 
People's Party), barely escaped two at- 
tempts on his life at election rallies. He 
is the only candidate to publicly accuse 
the Sinhalese  Janatha Vimukthi 
Peramuna (JVP, People's Liberation 
Front) of responsibility for the violence 
that is widely attributed to it. 

Premadasa says that there is no proof 
that the JVP is responsible for the kill- 

s and the disruption, while Ban- 
-.ranaike, whose Sri Lanka Freedom 
Party (SLFP) once announced JVP- 
backing for her candidature, alleges the 
violence is caused by retaliatory hit 
squads set up by the ruling United Na- 
tional Party. 

The issues are clear for voters. Both 
Premadasa and Bandaranaike have 
pledged to send the Indian Peace-Keep- 
ing Force of 50,000 troops back home. 
Bandaranaike is committed to scrap the 
1987 Indo-Sri Lanka peace accord 
while Premadasa says he will replace it 
with a friendship treaty. Premadasa, 
who distanced himself from the accord 
at the time it was signed by retiring Pre- 
sident Junius Jayewardene, has sub- 
sequently visited India to mend fences. 
Bandaranaike also is all too conscious 
of the geopolitical realities. Only 
Obeygoonasekara backs the accord. 

Premadasa, who does not hail from 
the well-educated land-owning or pro- 
fessional elites from which post-inde- 
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pendence Sri Lanka has traditionally 
drawn its leaders, has made a strong 
pitch as the “соттоп man," aware of 
the problems and aspirations of ordi- 
nary people. Bandaranaike says that he 
can hardly be a common man after 10 
years as prime minister. 

Both have pledged to restore law and 
order, the issue that can swing the elec- 
tion given the overwhelming public de- 
sire to see an end to the killing and the 
economy-sapping disruption. Вап- 
daranaike has refrained from saying 
that she smashed the JVP in 1971 when 
it rose against her government, Pre- 
madasa discounts the government's fail- 
ure on the law-and-order issue by saying 
that no powers are vested in him. 

All three candidates were stumping 





| between the LTTE leadership and its 
ranks revealed that the LTTE had told 
its cadres to back Bandaranaike on 19 
December. 

Many observers in Colombo believe 
that despite the best efforts of the two 
major contenders, Abeygoonase- 
kera may get more Tamil votes in the 
north and east then either Premadasa or 
Bandaranaike. There are links between 
the SLMP and the Eelam People’s Rev- 
olutionary Liberation Front (EPRLF) 
which won last month’s election to run 
the temporarily merged Northern and 
Eastern provinces. The EPRLF is trying 
to reach an accommodation with the 
LTTE, which boycotted and tried to 
prevent voters from participating in the 
provincial council elections. 

Premadasa's supporters hope that a 
poverty-alleviation programme, а 
major plank of his platform, offering 
food-stamp families — there are 7 mil- 
lion food-stamp recipients in the coun- 
try — a monthly dole of Rs 2,500 (about 
US$75) per family for two years could 
| win him many votes. Premadasa said 
| that the payment would enable each 














Monks in a demonstration against mounting violence. ^^ | 
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іп the predominantly Tamil Northern 
Province during the last week of the 
campaign. On 9 December, National 
Security Minister Lalith Athulathmud- 
ali told parliament that Bandaranaike's 
son, Anrua, and Kumar Ponnambalam 
of the All-Ceylon Tamil Congress, an 
SLFP ally in the Democratic People's 


Alliance (DPA) which has been forged | 


to back Bandaranaike, had secret talks 
with leaders of the Liberation Tigers of 
Tamil Eelam (LTTE), the dominant 
Tamil separatist group, on 6 December. 
Bandaranaike and Ponnambalam con- 
firmed the meeting, but said many of 
the details in Athulathmudali's state- 
ment were incorrect. 


hile saying that Athulathmudali, 

too, had once attempted to meet 
the LTTE through Ponnambalam's in- 
tercession, they were silent on the sub- 
stance of the talks and whether any deal 
had been swung. But within 48 hours of 
the SLFP-LTTE meeting being publi- 
cised, the government claimed. that 
communication intercepts of contacts 


family to build up a nest egg of Rs 
25,000 in two years and launch small in- 
come-generating enterprises with it. 
The SLFP has denounced the scheme as 
a promise that cannot be kept as the 
country would never be able to afford 
it. 

Many observers believe that a low 
voter turnout would be advantageous to 
Premadasa while a high turnout could 
carry Bandaranaike to victory. The 
SLFP leader agrees with this assessment 
and in recent speeches has been exhort- 
ing her supporters to vote early and 
without fear. At the last three national 
elections, the voter turnout was 80%, 
but the recent provincial council elec- 
tions, boycotted by the SLFP and dis- 
rupted by the JVP without any SLFP 
protest, saw many people who might 
otherwise have voted, stay home 

Government intelligence expected 
subversive action — which has crippled 
much of the country outside Colombo 
and placed as much strain on the elec- 
toral system as the economy — to peak 
in the final week's run-up to the poll. gg 
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| HONGKONG 


| Hungry for democracy 


Proposal on the territory’s future chief executive draws fire 


By Emily Lau in Hongkong 
AC n by the Peking- 
appointed Hongkong Basic Law 
Drafting Committee (BLDC) political 
subgroup to deny the territory the right 
to elect its own chief executive by uni- 
versal suffrage for at least 15 years after 
the territory reverts to Chinese rule in 
1997, has provoked an angry local re- 
sponse. Chinese officials eventually 
promised that the proposal could be 
`` changed at the BLDC plenary session in 
January, and conceded the referendum 
could be held after the second, instead 
| cof the third, five-year term of the chief 


|| executive. 


The unprecedented protests began 


О with a 24-hour hunger strike on 4 De- | 


cember by 54 pro-democracy dem- 
onstrators outside the local branch of 
the offical Xinhua newsagency, Pe- 


| king's chief representative here. The 


. following day, 700 protesters marched 
"to Xinhua to join the hunger strikers 
„айа burned a copy of the draft version of 
the Basic Law — the mini-constitution 
Хог the Hongkong Special Administra- 
tive Region (SAR) after 1997. 

Some district board members began 


TAIWAN 





| by universal suffrage. Until 


staging 50-hour hunger strikes to dem- 
onstrate their anger over the conserva- 
tive political model. The democracy 
lobby began a signature campaign to 
gather support for a referendum before 
1990 to decide the SAR political system. 


| 





had wide support in Hongkong. They: 
initially warned that it was unlikely the 
proposals would be changed. 

The conservative model was prop- 
osed by Hongkong BLDC member 
Louis Cha, owner of the Chinese-lan- 
guage daily newspaper Ming Pao and 
co-convenor of the political subgroup. 
Cha came under attack because Ming 
Pao gave editorial endorsement to the 
subgroup's proposals — thus violating a 
pledge to keep his political and publish- 
ing roles separate, critics said. College 
students burnt copies of Ming Pao. А 
group of liberal district board members 





They were responding to 
the mid-November proposal, | 
approved by the majority of 
the BLDC political sub- 
group members, that a re- 
ferendum should be held in 
2011 to decide if the chief 
executive should be elected 


then, he would be chosen by 
a 400-member election com- 
mittee. The subgroup also 
recommended that 27% of 
the first. SAR legislature 
be elected by universal suf- 
frage and the rest by func- 
tional or professional con- 
stituencies (REVIEW, 1 
Dec.). 

Chinese officials said the 
в мете а сотрготіѕе 








‘You're not quite ready for democracy yet.’ 
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etween opposing views and 


| An invitation to resign 


The KMT proposes voluntary resignations from ageing MPs 


By Shim Jae Hoon in Taipei 
B; seeking voluntary resignations 
from the more than 1,000 ageing de- 
puties who currently fill Taiwan's three 
central elective bodies, including the 
"Legislative Yuan, the ruling Kuomin- 
| tang (КМТ) is putting new energy into 
its political reform programme. 
Following months of deliberation 
_ within the party and government, both 
led by native Taiwanese President Lee 
< Teng-ħui, a bill calling for the retire- 
ment of the 1,000-plus KMT veterans 
has. finally reached the Legislative 
Yuan. With Lee and other КМТ figures 
‘determined to get it through the current 
session of the house, the bill is expected 
: to- pass by mid-January 1989. 
= On the floor of parliament, however, 
othe КМТ faces a filibuster from the op- 
“position Democratic Progressive Party 





(DPP), which is demanding mass resig- | 


nations of all the deputies concerned 
under a set deadline. Feeling confident 
[of electoral support for their plan, op- 
* position members are also seeking the 
-¥e-election of all Legislative Yuan seats, 





two-thirds of which are filled by de- 
puties "frozen" in seats since their first 
election on the mainland in 1947. 

With an average age of 80, the de- 
puties fill 200 of the Legislative Yuan's 
300 seats, 31 of the 63-seat investigative 


| Control Yuan and 877 of the 961 seats 


comprising the national assembly — an 
electoral college that chooses the presi- 
dent and vice-president and which 
clears constitutional amendments. 

Under the KMT's retirement bill, 
those too old or infirm to attend sessions 
of their respective bodies, or those liv- 
ing abroad for a prolonged period 
would be "persuaded" to step down vol- 
untarily, without a definite timetable. 
In return, each of 1,108 affected de- 
puties would receive severance pay of 
NT$3.7 million (US$131,600), com- 
puted on the basis of their salary status 
as “vice-ministers” and their number of 
years of service, 

Criticism from the general public, as 
well as the DPP, has arisen over the 
amount of severance pay being pro- 











posed, with the DPP attacking it as a 
"waste of taxpayers money." The 
amount campares with only NT$100,000 
belatedly offered to KMT army vete- 
rans of China's civil war who have yet to 
be compensated for their military ser- 
vices. At least 700,000 of these veterans 
were deactivated in Taiwan in the early 
1950s, with each discharged soldier re- 
ceiving a "land deed" entitling him to 
small piece of paddy land on the maid 


| land once it had been “recovered” fror 
| the communists. 


hile the army veterans were en- 

raged at the proposal, Prime 
Minister Yu Kuo-hwa, who submitted 
the 17-article retirement bill, insisted 
that "[old deputies] have rendered valu- 
able service to the nation for a long 
time." However, he conceded that "ad- 
justments" would have to be made — an 
understatement that seemed to ignore 


| the intensity of popular feeling that the 
| ageing deputies should no longer be 


permitted to exercise legislative power. 

On 6 December, the intensity of par- 
liamentary debate over the retirement 
bill reached fever pitch. Shouts of 
"KMT's running dogs" and “old 
thieves" rang out through the hall when 
acting speaker Liu Kuo-tsai, a native 
Taiwanese KMT member, sought has- 
Шу to introduce a collection of three 
bills, including the one on retirement, 








TLOECEMBER 1988 e. FAR EASTERN ECONOMIC REVIEW. = 














PR —— 











went to the newspaper and demanded | warned that their action would affect 













to see Cha. When that was refused, they 
tore up copies of the newspaper. 

The Hon kong Journalists Associa- 
tion (HKJA) called on Cha to resign 
from the BLDC because of what it said 
was a clear conflict between his roles as 
a newspaper publisher and a politician, 
In response, Cha said the entire HKJA 
executive committee should resign be- 
cause their action had harmed Hong- 
kong's stability. However, following 
the increased pressure, Cha said he 
would submit another proposal to the 
BLDC plenary session, fostering the 
impression he acted without consulting 
fellow subgroup members. 


T* opposition to the BLDC political 
subgroup's recommendation took 
many people by surprise and is the most 
vehement since the drafting of the Basic 
Law got under way three years ago. In 
November 1985, many politically con- 
cerned people were stunned when sev- 

IF BLDC vice-chairmen and senior 
| «»nihua officials manipulated the “elec- 
tion" of the seven office-bearers of the 
Basic Law Consultative Committee, a 
180-member body formed to collect and 
collate Hongkong public opinion on the 
Basic Law. 

Chinese officials denounced the 700 
protesters as not representative of 
the majority of the colony's 5.5 mil- 
lion population, described the hunger 
strikers as “confrontational,” апа 


without much formal debate in the ple- 
nary session as required by law. 

The two other bills are concerned 
with Taiwan’s provincial assembly and 
government, and would empower the 
prime minister to appoint the Taiwan 
provincial governor with the “consent” 
of the assembly. The opposition wants 
the governor and the mayors of Taipei 
and Kaohsiung to be directly elected. 

e KMT sought to blunt the opposi- 
uun’s demand by surreptitiously intro- 
ducing the bills without a full debate. 

The tense atmosphere of the par- 
liamentary debate erupted into vio- 
lence-as РРР legislators Ju Gau-jeng 
and You Ching grabbed Liu by the col- 
lar and smashed his microphone. The 
action was their angry response to the 
KMT's "trick" of trying to bypass intro- 
ductory debate over the bills. In the face 
of the opposition's response — and the 
nationwide publicity it received — the 
KMT backed down, agreeing to shelve 
the two bills until Taiwan's constitu- 
tional court rules on whether local-au- 
tonomy bills can be enacted into law by 
the central government. 

Meanwhile, the debate over the re- 
tirement bill continues furiously. With 
direct elections to some Legislative 
Yuan seats due in November 1989 — 
125 new legislators will be elected then 
to represent "the province of Taiwan" 
— KMT MPs, especially those who are 








Hongkong's prosperity and stability. 

However, faced with the mounting 
criticism, Chinese officials have agreed 
that one-third of the first SAR legisla- 
ture should be directly elected. They 
also agreed that a referendum on 
whether the chief executive should be 
elected by universal suffrage could be 
held during the second instead of the 
third term of the chief executive. 

But the drafters refused another de- 
mand that sections in the draft Basic 
Law dealing with policies on other so- 
cial aspects and on the economy should 
be deleted from the draft. The British 
Government has warned that laying 
down stiff guidelines on the economy in 
the Basic Law would restrict the SAR's 
autonomy. 

Chief Secretary Sir David Ford also 
entered the fray. Speaking in New 
Xork, he lambasted the "instant demo- 
cracy lobby" for using the Sino-British 


"conspiracy" explanation when they | 


found that “the wind of change was not 
blowing at quite the speed they 
wanted." He rejected the “pernicious” 
accusation that the Hongkong Govern- 
ment hàd obeyed the British, who had 
caved in to Chinese pressure, and de- 
cided to delay the progress of political 
reforms during the transition period. 
He said the democracy lobby had ig- 
nored the very obvious reality: "That 
the majority of the population wants 
stability above all." ` Hu 


native Taiwanese, want desperately to 
resolve the issue so that it can no longer 
serve the opposition as an embarrassing 
target for attack. 

The DPP is already hardening its 
posture on the issue. "We want a clear 
timetable of retirement, holding no con- 
ditions and to be implemented at one 
time, not in dribs and drabs," said Hong 
Chi-chang, a DPP national assembly 
member speaking for his radical New 
Movement party faction. 

On 3 December, Hong and other 
DPP hardliners used the issue to push 
through the party's 31-member central 
executive committee a toughly worded 
resolution calling for the resumption of 
DPP-organised street demonstrations 
to press for the unconditional, en masse 
retirement of all mainland deputies. 
The resolution — which reverses a pol- 
icy set down by new, moderate party 
chairman Huang Hsin-chieh to limit the 
use of street protests — calls for demon- 
strations every Tuesday and Friday. 

As for the KMT, it runs the risk of 
having its credibility as a party commit- 
ted to reform undermined if only a small 
number of ageing, mainland deputies 
agree to step down. Apart from the 
ironic — even comic — prospect of the 
old legislators voting on a bill seeking 
their own ouster, at least 90 national as- 
sembly members have refused outright 
to retire. п 
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Securing the skies 


Air force unveils its first locally made fighter 


By Jonathan Moore 
Р a first step towards achieving self- 
sufficiency in weapons acquisition, 
Taiwan's air force on 10 December roll- 
ed out a prototype of its first domesti- 
cally built jet fighter which it will use to 
replace outdated aircraft. The jet, 
known as the Indigenous Defence 
Fighter (IDF), is a single-seater equip- 
ped with a modern avionics system and 
six Taiwan-made air-to-air missiles. It is 
designed for fast-climbing interceptor 
and dogfight capability to maintain 
Taiwan's defences over its airspace and 
the narrow Taiwan Strait which sepa- 
rates it from China. 

In developing the fighter, Taiwan 
has overcome a major setback delivered 
by the Sino-American Shanghai Com- 
munique II of 1982 under which the US 
agreed to phase out weapons sales to 
Taiwan. The supersonic IDF is the re- 
sult of an ambitious six-year develop- 
ment programme undertaken by 
Taiwan's Aero Industry Development 
Centre with technical assistance from 
US military contractors. 

Taiwan will produce about 250 of the 
aircraft, which will gradually replace the 
air force's ageing Lockheed F104G and 


PAPUA NEW GUINEA 


some of its Northrop FSE/F fighters. 
Taiwan has some 300 of the FSE/Fs and 
about 100 F104Gs, some of which are 
over 20 years old. Production at a rate of 
around 30 a year is due to begin in 1990. 
The total budget for the project, includ- 
ing development and production, is esti- 
mated at close to US$4 billion, or over 
US$16 million an aircraft. 

The IDF project was begun when 
Taiwan was unable to purchase either 
the F16 or the Northrop F20A Tiger- 
shark from the US because of the limita- 





tions imposed by the communique. The 
US has said it will decrease commercial 
and  government-military sales to 
Taiwan at a rate of US$20 million a year 
from the 1983 level. The official 1988 


| amount is US$700 million. 


The IDF, while based closely on 


| existing technologies, is nevertheless a 


new design, and is seen by industry ex- 
perts as potentially a tremendous 
achievement for an island nation like 
Taiwan with its size and diplomatic con- 
straints. "The pene is expected to have 
performance characteristics somewhere 
between the F16 and the F20. If it is up 
near that level it would be a very hot lit- 
tle airplane,” said one analyst. 

The aircraft will carry four Sky 
Sword | missiles and two Sky Sword 2s. 
A third weapon, the Hsiung Feng 2 anti- 
ship missile, eventually also may be fit- 
ted to the IDF. 





Prototype of Taiwan's first locally developed jet fighter. 


Negotiating a mine field 
The government intervenes in a dispute over copper mining 
By Bailey Ericson in Port Moresby and Michael Malik 


1 ве Papua New Guinea (PNG) Gov- 
ernment has negotiated at least a 
temporary settlement of the discontent 
that closed the giant Bougainville Cop- 
per Ltd (BCL) mine after three incidents 
of sabotage, but police reinforcements 
remain on the island and so does the 
basic problem — resentment over "out- 
siders" benefiting from local resources. 

The outsiders include not just Aus- 
tralian-owned BCL, but workers from 
other parts of PNG, and the central gov- 
ernment, which receives 17% of its rev- 
enue from the mine. Rebel members of 
the Panguna Land Owners Association, 
who resorted to violence in their at- 
tempt to stop mining, say they would 
rather have no mining than what they 
see as the disruption of local life which it 
brings. 

Hostility towards imported workers 
— oder: those from the PNG 
Highlands, who are described insult- 
ingly by the black-skinned locals as 
"redskins" — and claims that their envi- 





ronment is being seriously damaged by 
waste being dumped into the Jaba 
River, are among the grievances which 
led to two explosions and a fire. The 
sabotage stopped production at the 
mine and produced a threat from the 
Australian mining company CRA, 
which owns a controlling interest in 
BCL, to reconsider further investment 
in the PNG economy. 

The twin threats of similar disrup- 
tions in other parts of the country and 
hesitation on the part of future foreign 
investors prompted the PNG Govern- 
ment of Prime Minister Rabbie 
Namaliu to put its prestige on the line by 
preparing to dispatch troops to supple- 
ment the 200 riot police earlier sent to 
Bougainville and declare a state of 
emergency. 

With all the necessary preparations 
in place — including the printing of 
posters and leaflets to notify the local 
population of curfews and other 
emergency regulations — the govern- 





ment held back while it sent a special 
ministerial committee to try to 
negotiate a settlement. 

On 12 December, after the mine had 
resumed production, Namaliu an- 
nounced that the committee had 
negotiated with the rebels for the return 
of "sizeable quantities" of explosives 
stolen in two raids on local mine 
magazines. Some of the explosives h 
been used to blow up two pylons мси 
had temporarily cut power to the mine 
and forced it to stop production. 

BCL official Geoffrey Ewing esti- 
mated the loss in production from the 
stoppages at 13,700 tonnes of copper 
concentrate containing 4,100 tonnes of 
copper and 310 kg of gold, estimated to 
be worth about Kina 28 million 
(US$31 million), of which Kina 2.2 mil- 
lion goes to the federal government in 
royalties and taxes. 

This is one cause of resentment. The 
North Solomons provincial govern- 
ment, which oversees Bougainville, re- 
ceives only Kina 5 million a year in 
royalties, and traditional landowners 
get only another Kina 1 million between 
them. Local residents complain that lit- 
tle money from the central government 
has been spent on improving facilities 
on the island such as roads, which they 
compare unfavourably with those in 
other regions of the country. п 
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All New and Completely Updated Editions 
T you are interested in China here's a 


double-barrelled offer уоп cannot 
afford to pass... 


The People's Republic of 


China Year-Book 1988/89 
The People's Republic of 
China Year-Book 1988/89 is Y 
not only fascinating reading 
for those with social and cul- 
tural interests in China, but an 
essential reference for people 
with business dealings in the 
country. 


What is it? 
This annual volume with over 800 
pages singularly offers the most 

nplete guide to every aspect of 
--- Within China available today. Its 
fully updated contents range from 
the people and culture to economics, 
finance, trade, politics, education, 
science and technology. Plus countless 
other subjects covered in precise detail. 
It is the culmination of thousands of 
hours in research invested by the New 
China News Ltd., professionals who 
know the country intimately. The result 
is a cyclopaedia of unparalleled insight 
and information. 


Who needs it? 

If you have any interests in China 

at all then you'll find the People's 
Republic of China Year-Book 1988/89 

to be an essential companion. And, 
because it is completely indexed, it is a 
particularly helpful reference for 

students, professors and people 
conducting business in or with the country. 









The People's Republic of China Year-Book 
1988/89 combined with The Almanac of 
"hina's Foreign Economic Relations 1988 
bring you all the information about China 
you'll ever need. 

Order your copies today. 







To take advantage of this s opportunity and save US$34.00 simpl 


A O Please send ... copy(s) of The 
People's Republic of China Year- 
Book 1988/89 for which I enclose 
US$100/HK$780 per copy. For 
surface mail delivery add 
US$6/HKS$47, for airmail delivery 
add US$22/HK$170. 


(Please print in block letters) 































NOW THESE TWO 

ESSENTIAL WORKS 
CAN BE YOURS 

AT A SAVING OF US$34.00 


Buy both of these informative books 
and you can save US$34.00 off their 
original combined price. Which means 
that for only US$145 you'll get: 

€ Thousands of pages of detailed 
data examining the changing face of 
China. 

€ Expositions, speeches and articles 
contributed by specialists, pertaining 
to the exciting market potential and 
business opportunities available in 
China. 

e Hundreds of photographs and 
illustrations of interest. 

€ Two systematic and valuable 
references for those with business 
dealings or academic interests in China. 






В O Please send ... copy(s) of The 
Almanac of China's Foreign 
Economic Relations & Trade 
1988 for which I enclose 
US$79/HK$615 per copy. For 
surface mail delivery add 
US$6/HK$47, for airmail | 
delivery add US$22/HK$170. | 
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CO Please send ... copy(s) each of both 


The Almanac of China's 
Foreign Economic 
Relations & Trade 
1988 


China's trade policies with 
the rest of the world have 
never offered more 
opportunities than they d 
today. The country represents 
an unprecedented potential 
an expanding market equivalent 
to one quarter of mankind. And 
yet, data on this rapidly growing 
economy has, until recently, been 
scant and unreliable 
Now, there is one book that 
| encapsulates every detail relevant to а 
businessman conducting dealings with 
China — The Almanac of China's 
Foreign Economic Relations & Trade 


What is it? 

The Almanac records articles and data 
contributed by leading scholars and 
specialists as well as representatives 

from China's Foreign Economic Relations 
and Trade Department. Its contents are 
extensive and detailed, systematically laid 
out for ease of reference. It includes vital 
information to businessmen, such as trade 
policies and restrictions, and even offers 
listings of potential joint-venture 

partners 


Who needs it? 

The Almanac is absolutely vital to anyone 
thinking of, or already involved in, business 
relations with China. It is also a fascinating 
record of the changing face of China’s trade 
policies. Not only is it one of the few books 
that offers an accurate view of China's 
economy but it is also the most up-to-date 
documentation of this data 














The People’s Republic of China 
Year-Book 1988/89 and The 
Almanac of China’s Foreign 
Economic Relations & Trade 1988 
for which I enclose 
US$145/HK$1,131 per set. 

For surface mail delivery add 
US$12/HK$94, for airmail delivery 


Sendto: Name: | add US$44/HK$340 


Address: 





You may forward payment in equivalent local currency. 
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FOREIGN RELATIONS 


Time to compromise 


Soviet visit could set mood for deal on disputed islands 


By Charles Smith in Tokyo 


J apan's eim г Ministry seems to be 
going out of its way to dispel any 
hopes that a breakthrough might be 
achieved on the contentious Northern 
Territories issue — involving Japan's 
claim to four Soviet-occupied islands 
northeast of Hokkaido — during Soviet 
Foreign Minister Eduard Shevarnadze's 
visit to Tokyo from 19-21 December. 

Yet the feeling among business lead- 
ers who have had recent dealings with 
Moscow, as well as among officials in 
other central government ministries, 
seems to be that relations with the 
Soviet Union are on a very gradual up- 
ward trend. 

Although Shevardnadze will cer- 
tainly not offer to settle the islands issue 
during his talks with Japanese Foreign 
Minister Sosuke Uno, the visit could 
provide evidence that Moscow is in the 
mood to explore a compromise deal. 
This might involve the return of two out 
of the four islands to Japan, combined 
with rights of access and exploitation of 
natural resources on the other two. 

However, fleshing out such an agree- 
ment might be possible only through se- 
cret talks conducted with an inter- 
mediary and not diplomatic negotia- 
tions, a source said. This is because Ja- 
panese public opinion has been “edu- 
cated" to the view that Japan should 
under no circumstances settle for any- 
thing short of full restitution of all four 
of the disputed islands. 

Signs that Moscow would like to re- 
solve the islands issue as a prelude to in- 
volving Japan more fully in its plans for 
the economic development of Eastern 
Siberia, include the admission by Soviet 
President Mikhail Gorbachov in Mos- 
cow in August to former Japanese 
prime minister Yasuhiro Nakasone that 
"something, somehow" had to be done 
about the problem. But since the 
Nakasone visit, several new develop- 
ments have occurred to make the pros- 
pects for a settlement look less rosy, 
with Nakasone's involvement in the Re- 
cruit share scandal possibly destroying 
his credibility as a go-between on the 
issue. 

On the Soviet side, internal border 
disputes between Soviet republics have 
caused a new sensitivity with regard to 
modification of any existing frontiers — 
external as well as internal. A Soviet 
diplomat told the REVIEW that Moscow 
almost certainly could not *move" on 
the islands issue while internal minority 
problems were unresolved. This was de- 
spite the fact that Moscow would like to 
resolve the issue. 

The official Japanese line on the ter- 


| said, results from long 








ritorial problem is that time is on Tokyo's 
side, since the Soviet Union needs 
Japan's help to develop its economy, 
while Japan can easily get along without 
the Soviets. Foreign Ministry officials 
said there was no reason why Japan should 
put itself out to help Moscow economi- 


| cally while the islands issue was unresol- 


ved, though the ministry also denies in- 

terfering to stop private companies 

from doing business with the Soviets. 
Officials at other minis- 





Union to the settlement of the islands 
issue. 

Motoo Shiina, a middle-ranking, rul- 
ing Liberal Democratic Party (LDP) 
parliamentarian with a special interest 
їп foreign affairs, said Japan should 
avoid climbing on the bandwagon of 
Western states seeking better relations 
with Moscow. Japan has tended to be 


| less conscious than Europe of military 


tensions with Moscow, Shiina said, and 
therefore need not allow itself to be 
swayed as much as Europeans by 
Soviet offers to reduce military ten- 
sions. Conversely, the absence of “buf- 
fer states" comparable to the com- 
munist states of Eastern Europe make it 
harder for Japan to pursue a gradualist 
approach to improving links with Mos- 


cow. 





tries expressed relief to the 
REVIEW that the business 
community had managed 
to stay “cool” about the 
Soviet Union, while South 
Korean business groups 
had been falling over each 
other to open trade offices 
in Mosow. Japanese cool- 
ness, an official source 


and sometimes bitter ex- 
perience of trading with 
other communist coun- 
tries, including China. 
Without such experience, 
the business community 
might well have tried to 
challenge the Foreign 
Ministry line that Japan 
should tie economic coop- 
eration with the Soviet 


































Making raw deals 





Narrowly based Japanese-Soviet trade may have peaked 


TE year could turn out to be the 
best one for Japan-Soviet trade, 
with the value pug by about 25% in 
the first 10 months of 1988 to pass US$ 5 
billion for the first time since 1982. Yet 
the atmosphere is far from euphoric. 
Trade growth this year has been largely 
the result of booming Japanese demand 
for Soviet raw materials, something that 
is likely to lag as the growth of the econ- 
omy slows in 1989, 

Japanese trading companies say that 
machinery epon are still being hin- 
dered by inhibitions and excessive red 


tape dating from the notorious 1987 | 


Toshiba incident, involving breaches 
of strategic equipment export controls 
by a Toshiba subsidiary. Soviet at- 
tempts to interest Japan in joint ven- 
tures as part of Moscow’s new pro- 
gramme for modernising and upgrad- 
ing its economy have been another 
cause of disillusionment to both sides. 

The Soviets evidently feel that 












Japan's score of six small joint ventu ® 
agreed to date is extremely modest. 
Members of a technical mission spon- 
sored by the Keidanren (the premier Ja- 
panese big business federation) to the 
Soviet Union in August to examine pos- 
sible projects, claim to have been shock- 
ed by the backwardness of Soviet indus- 
try, and by the lack of infrastructure. 

The Keidanren has yet to publish a 
report on the mission, apparently be- 
cause the delegation's leaders do not 
know how to comment positively on 
their findings. 

A follow-up mission consisting of 
more senior businessmen and some gov- 
ernment officials is due to visit Moscow, 
but the timing remains vague. The 
Keidanren officials suggest that the gov- 
ernment may be withholding a decision 
on the date until after this month’s visit 
by Shevardnadze, as part of its policy of 
linking economic cooperation with the 
Soviets to progress on the issue of the 
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ligerents" on the same day; that a UN 
eacekeeping force be despatched to 
Kabul and other strategic centres, and 
that an international conference be call- 
ed to discuss the neutrality and de- 
militarisation of Afghanistan. 

Many analysts in Washington see 
Gorbachov's call for a cessation of 
supplies to "all belligerents" as a last- 
minute concession, giving the Kabul re- 
gime the same status as the mujahideen, 
who until recently were termed "ban- 
dits." 

It is hardly likely that US President 
Reagan, whose policy of helping the 
mujahideen was the best example of his 
doctrine of confronting communism 
globally, will agree to cut supplies in the 
last days of his presidency. "The idea of 
ceasefire is impractical without a politi- 
cal arrangement and a political settle- 
ment is practically impossible if the Rus- 
sians do not let the PDPA [the ruling 
People's Democratic Party of Afghanis- 
tan] regime disband," said a senior ad- 
ministration official. "With victory 
within their grasp. the mujahideen 
would not now deal with Kabul:" 

The mujahideen also know that if 
they agree to a ceasefire without а 
simultaneous transfer of power they will 
not be able to assert control of the cities 
— currently still in the hands of officials 
of the Najibullah regime — and the civil 
war would continue. 

They also find unacceptable the 
Soviet proposal that elements of the 
PDPA be retained in a broad-based 
government. They have offered instead 
to include “good Muslims" — people of 
Kabul not linked to the PDPA — in an 
interim government. Reagan backs 
them. The Najibullah regime should 
step down, he said, and the Afghans be 
allowed to ^start from scratch and build 
the government they want." 

For the past two months the mujahi- 








| from refugees, 


Y. 


Mujahideen leader Ahmasshah Massoud (2nd left) in Panjshir Valley in north-east Afghanistan. 


deen have tried to put together a 450- 
man shoora, or Islamic council, drawn 
uerilla commanders, 
exiles and “good Muslims in Kabul,” 
which would then choose an interim 
government and head of state. The 
leaders have been unable to agree on a 
format for choosing the shoora and are 
now considering a much smaller group 
of 80-90 members, or the formation of a 
council of elders. 

Pakistan, through which the US- 
supplied arms and supplies for the 
mujahideen flowed, is also adamant 
that some form of broad-based govern- 
ment be formed before any ceasefire is 
declared because without it the 3 million 
Afghan refugees now on or within its 
borders will not go home. To this end, 
Pakistani diplomats are trying to en- 
courage both the Soviets and the 
mujahideen to work out a formula to- 
gether for a shoora which could replace 
the present Kabul regime. 


Purely defensive 


Moscow says its Pacific fleet is coast-bound 


By Sophie Quinn-Judge in Moscow 


Ws in the Defence Ministry's 
newspaper, Red Star on 7 De- 
cember, Commander of the Soviet 
Naval Forces Adm. Vladimir Cherna- 
vin, claimed that the Pentagon has 
exaggerated the growth of the Soviet 
Pacific fleet in recent years. He disputed 
the claim that since 1986 the-number of 
ships and submarines in the Soviet 
Pacific fleet has grown from 820 to 860. 
In reality, the overall number has de- 
creased by 57 since 1984, the admiral 
wrote 

He said that the Soviet delegation to 
the 43rd UN General Assembly pre- 
sented data on its naval forces to the 
world body in October. Along with Pre- 
sident Gorbachov's announcement of 


30 





cuts in conventional forces in Europe 
and Asia, the move to begin supplying 
figures on their naval forces is part of 
the Soviets’ effort to convince sceptics 
that their defence doctrine of “reason- 
able sufficiency" is going to be backed 
up by real changes. 

In his article Chernavin did not sup- 
ply enough details to contradict the 
claim of Western experts, that the 
number of submarines in the Pacific 
fleet grew by five between 1986 and 87. 
But he did maintain that an objective 
evaluation of the fleet showed that its 


| primary assignment was to defend the 


Soviet Far Eastern Coast. 
"Its composition and structure speak 
eloquently. Almost half of our Pacific 


| specialists who finally 











The mujahideen, meanwhile, con- 
tinue to receive sophisticated weapons. 
Guerilla commanders told the REVI 
that last month one of their leadc.., 
Ahmah Shah Masud, received fresh 
supplies of Stinger anti-aircraft missiles 
and Milan anti-tank rockets. 

Pakistan s policy towards the 
mujahideen and the larger Afghan 
question remains unchanged under the 
newly elected Benazir Bhutto govern- 
ment. Bhutto has retained Yaqub Khan 
as foreign minister and under him now 
are а seasoned group of Afghan 

ave been en- 
abled to work towards a diplomatic solu- 
tion to the war — formerly the province 
of the military Inter-Services Intelli- 
gence organisation. 

It remains unclear what the Soviets 
have in mind for Najibullah's regime but 
they are clearly determined that what- 
ever government is set up in Kabul, it 
will not be anti-Soviet. п 


fleet submarines are diesel-power 

a significant portion of our surf 
fleet is made up of small anti-submarine 
vessels and minesweepers he 
wrote. 

In contrast to what he described as 
the “increasingly threatening” nature of 
US naval exercises, the Soviet Union 
has in recent years limited its Pacific 
fleet exercises to the seas of Japan and 
Okhotsk, and the approaches to the 
Kamchatka Peninsula. 

According to the admiral, “our 
ships and planes have not practised 
strikes on objectives on foreign terri- 
tory. The direction of these exercises 


| has been profoundly defensive іп 


character.” 

Chernavin said that an exchange of 
visits by naval commanders in 1989-90 
should help to increase trust between 
the US and Soviet Union. It should be 
possible during the course of these vis- 
its, he wrote, to have an exchange of 
more detailed official data. п 
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Shiina implied that the Foreign 
Ministry was wrong in trying to use eco- 
nomic cooperation with Moscow as a 
lever for concessions on the territorial 
issue, since the political relationshi 
was far too important not to be consi- 
dered on its own merits. He also said 
that Japan was in no danger of being left 
behind as other Far Eastern states (in- 
cluding China) got on better terms with 
the Soviet Union. China was too *com- 
fortable" in its relations with the US and 
Europe to be in any danger of being 
seduced by Soviet offers of friendship, 
Shiina said. 

However, a number of LDP leaders 
still seem worried by the prospect of 
Japan becoming a bystander as Moscow 
improves its ties with every other coun- 
try in the region. The government is 
"disturbed" by the idea that Gorbachov 
might spurn a Japanese invitation to 
visit Tokyo after attending a Sino- 
Soviet summit, a very senior LDP 
leader told a foreign diplomat. 


he Foreign Ministry tried hard to ar- 

I range a Gorbachov visit in the latter 
half of 1986 but was obliged eventually 
to withdraw its invitation after the 
Soviet Government repeatedly post- 
poned a decision on the date. Rumours 
that Gorbachov might come to Tokyo to 
attend the funeral of Emperor Hirohito 
— who has been near death for many 
weeks — are probably based on wishful 
thinking, according to an independent 
specialist on Soviet affairs who has close 
contacts with the Foreign Ministry. A 
more likely nominee to fread the Soviet 
delegation would be former Soviet pre- 
sident Andrei Gromyko, a man known 
for his consistently hard line on the 


disputed islands north of Hokkaido. 

The studied lack of enthusiasm 
shown by Japanese trade officials con- 
trasts with enthusiasm in some sections 

the business world. A partnership be- 

‘een Mitsubishi, Mitsui and Chiyoda 
which is studying a US$ 5 billion plan to 
build a chemical complex in Nizhnevar- 
tovsk in Western Siberia, has lined up 
Combustion Engineering of the US as a 
partner — apparently by way of insur- 
ance against US accusations that Japan 
is being too forward in its pursuit of 
Soviet trade. Marubeni Corp. is work- 
ing with Occidental Petroleum of 
the US and Montedison of Italy 
on à feasibility study for a US$5 billion 
petrochemical complex at Tengiz, 
northwest of the Caspian sea. 

Japanese banks, after being accused 
for years by the US of over-lending to 
the Soviet Union, claim to have “almost 
completely” ceased lending since the 
start of 1988. However, big banks 
would still be willing to take part in syn- 
dicated loans E meg by the govern- 
ment-owned sport pO Bank. 
Lines of credit to finance machinery ex- 
ports of the kind extended to the Soviets 


FAR EASTERN ECONOMIC REVIEW e 22 DECEMBER 1988 








northern islands issue during his long 
former career as foreign minister. 

Kenjiro Kadoya, a Japan’ Socialist 
Party parliamentarian who atts as de- 
ршу head of the 400-member Japan- 

viet Parliamentary Friendship As- 
sociation, believes that Japanese reti- 
cence in its relations with Moscow is a 
valuable bargaining chip in the coun- 
try's жены суык with Washington. This 
is because the US harbours a fear that 
the power balance in the Northwest 
Pacific might be disturbed by too rapid a 
Japanese accommodation with the 
Soviets. 

Kadoya claims that US considera- 
tion towards Japan at the recently con- 
cluded Montreal Gatt conference, when 
Japan received less of a grilling than had 
been expected on the vexed issue of 
rice-import liberalisation, may even 
have reflected Washington's desire not 
to press Japan too hard in advance of 
the Shevardnadze visit. 

A final obstacle to closer Japan- 
Soviet relations is the campaign waged 
by ۲ groups on the extreme Right 
of the Japanese political spectrum to 
harass people or organisations involved 
with Moscow. Threats of physical vio- 
lence by the Right are one reason why 
Japan's premier business organisation, 
the Keidanren, refused to publish the 
names of companies or individuals be- 
longing to its Soviet trade committee 
and why the Keidanren's chairman, 
Eishiro Saito, has special police protec- 
tion. 

Rightist sentiment within the LDP it- 
self, however, may be waning as the gov- 
ernment becomes more sensitive to the 
possible long-run benefits of reaching 


an accommodation with the Soviets. gg 


by several Euro 

the start of 198 

Tokyo. 
Japanese banks are equally sceptical 


about the idea that the Soviet Union 
might be allowed to issue yen-denomi- 
nated bonds in Tokyo, following its 
issue, earlier this year, of Deutschemark 
(Dm) and Swiss Franc bonds. The un- 
tied nature of the Dm issue is claimed to 
have attracted US criticism on the 
grounds that the money may have been 
used for military purposes, bankers 
allege. No Japanese company would 
want to risk attracting such criticism 
by organising a Soviet bond issue in 


Tokyo. 
Japanese inhibitions about financing 


have not affected the bread and butter 


of Soviet-Japan trade, which continues 
to be the export of steel and relatively 
unsophisticated machinery by Japan in 
return for imports of timber, aluminium 


and gold. The trouble about this type of 


trade, say analysts, is that Japan's need 
for raw materials may lag behind the 


growth of its GNP as the economy be- 
comes progressively more sophisti- 
— Charles Smith 


cated. 





an countries since 
are not popular in 








But what about 
Najibullah? 


Soviets try to salvage honour 
by concessions to mujahideen 


By Nayan Chanda in Washington and 
Ahmed Rashid in Lahore 


Go President Mikhail Сог- 
bachov's late bid to salvage some 
honour for Moscow in Afghanistan — at 
the UN on 7 December he called for a 
ceasefire and the setting up of a broad- 
based government in Kabul — has been 
rejected by Afghan mujahideen who 
scent that victory is at hand. Moderates 
and fundamentalists alike, the mujahi- 
deen want the Moscow-backed Najibul- 
lah regime in Kabul replaced by an Is- 
lamic interim government as a precon- 
dition for any ceasefire. 

In the wider cause of superpower 
détente, however, even Washington 
would prefer that the nine-year-old 
guerilla struggle against the Soviet oc- 
cupying troops and the Najibullah re- 
gime end with a prr We solution, 
rather than military humiliation for the 
withdrawing Soviet troops who are due 
to leave by 15 February under the 
Geneva accords agreed on earlier this 
year. 

A start has been made in this direc- 
tion with Soviet Deputy Foreign Minis- 
ter and Ambassador to Kabul Yuli Vor- 
ontsov meeting Burhanuddin Rabbani, 
head of the seven-party mujahideen al- 
liance, in Taif, Saudi Arabia, on 3-4 De- 
cember. It was the first such discussion 
between the two sides and though it 
ended abruptly, offered hope that a 
compromise solution on a government 
could be worked out before February. 
The two sides meet again in Islamabad 
later this month. 

But Washington is not over-eager to 
help Moscow out of an embarrassing 
situation. With the mujahideen tighten- 
ing their grip around Kabul amid signs 
of the disintegration of the Afghanistan 
Government, some US officials are 
hard put to hide their glee at both Mos- 
cow's obvious discomfiture and its un- 
certainty over what to do with the 
Najibullah regime. 

"The Soviets don't seem to care at all 
about the fate of the Najib crowd," said 
a senior US official of the Taif talks. 
"Their main concern is to ensure con- 
tinuity. If they can initiate a political 
process before their final pullout they 
could hope to retain a degree of influ- 
ence and the pullout would be less of a 
blow to Soviet prestige." 

Gorbachov's latest Afghan іпі- 
tiative, included in his plan for a con- 
flict-free world, had proposed a com- 

lete ceasefire in Afghanistan from 1 
anuary; that this be linked with the 
stoppage of supplies of arms to “all bel- 















Flying may have lost the elegance of the Twenties. 


Writing, however has regained it. 

The flying boat. The gin sling. The 18 day flight. Faded memories of a 
more romantic age 

The Parker Duofold was destined to remain just another, until our 
centenary gave us the excuse to recreate this classic 

Like its predecessor, today's Duofold Centennial has a nib that is cut 
from a sheet of gold. and is, as always, slit by hand 

The casing too is produced exactly as it was in the Twenties, by 
machining from a solid block 

In only one respect does the Duofold Centennial depart from its forebear 
Inside you will find the most advanced ink flow system ever designed 

The result is that today’s Duofold can be expected never to leak. Even 
if you take it up in an aeroplane 

Which these days, may be the only way left to put some of the glamour 


back into flying. 
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€ MARRIED to an Indian, living in 
Paris and recently a first-time mother. 
Christine Pemberton has been a regular 
contributor of Tales, mostly resulting 
from her trips to India. She hasa nice eye 
for the special flavour of the English lan- 
guage as written and spoken in the Sub- 
continent. Take this cutting from the /n- 
dian Express written in "Saab" or "Sahib" 
English by a merchant who employs 
some purple prose in complaining that 
he had been refused an import licence: 
May we respectfully dare to crave 
your considerate and judicious minded 
noble soul indulgence in this matter and 
with all humilities ask, request and en- 
quire from your worthy honours and as 
well as from all the responsible quarters 
concerned and pillar to post of the Im- 
port Trade Control Authorities, Govt. of 
India, Udyog Bhawan, New Delhi 11 
that differentiation, culminating to, 
crimination’, "Step motherly treat- 
t — ‘Apartheid actions Actions’ 
etc.? from the above said specific narra- 
tions, your honour will guess and ima- 
gine as to how have they ‘Double stand- 
ard’ various — Yardsticks — Paramet- 
ers and Barriers with them, for their fa- 
vourites, cronies, sycophants, stooges, 
pimps, henchmens as stated above who 
have a direct or indirect or through an 
‘Influential — Intermediaries’ approach 
and assess to them and how they mer- 
cilessly butchered, murdered, hallaled, 
victimised, penalised, harassed, distress- 
ed, tormented and tantalised the un- 
favourite humble and innocent unap- 
proachable, supportless, law abiding, 
citizens . . . After being aggrieved by 
their undemocratic and unconstitutional 
acts and deeds treating us helpless, sup- 
portless unapproachable, we venture to 
knock at your holy doors and bring into 
your kind notice their above said of the 
International Human Rights/Laws. 
AS this cutting from The Hindu 
onstrates, even the title of Par- 
liamentary Acts are infected with a lack 
of succinctness: 


President gives assent 





— 








NEW DELHI, Jan. 13 
iven assent to the — 


moral Traffic Offenders and SI 
pi сектер Bill, be 

і preventive detention 
of elements i ing in illicit cutting 
of trees indiscriminate killing of wild ani- 
mals in the forests of Tamil Nadu —РТ — | 
€ AND university exams are curiously 
named: 


BUMS results 

Bombay University has declared 
the results of the pre-tib B.U.M.S., 
first year B.U.M.S. (main course ane 
second year B.U.M.S. (mam ) 











to TN Bill | 





examinations held in the firstzhalf-of 
1984. ы 





In Ladakh a shop offers all sorts of 
old rubbish: 





SHOW ROOM 
IMRAN HILL ARTS 
EXPORTERS & DEALERS IN 
TIBETIAN & LADAKH! ARTS | 


SILK CARPETS, SILVER, JEWELLERY, 
TANKAS, IVORY, BRASS STATUES, 
ANTIQUITAETEN, SCHMUCK & OLO BIJU 





| 





€ UP in Srinagar, in Kashmir, 
ine Pemberton was handed a pink hand- 


bill warning visitors against touts in vir- | 


ulent terms: 
r = А 
Attension Please :- 





It is special reports for the visitor 
peoples, to safe your selves by the 
guide peoples and also these urilas 
and houseboat owners that is why. 
These peoples are cheaters they will 
tell you to come їп show room, and 
they will find it factories, they will 
tell you to come with them in 
factcries and. you find it show rooms 
That is why they gets 20°/ to 25°} 
commission. Not goes with them. 
If you have purchase any thing, you | 
should purchase it in from market. 





Thank You 
L — — — 
© AND only in India could one find an 
advertisement for a contraceptive pill 
which sounds like an illness: 


J 








"That Smile 
CanStay' 











Ask the Doctor 
He will recommend 


MALA-D 


ا 





@ LA Pemberton also has a fine eye 
through the view-finder of her camera. 
| | A school signboard in Mussoorie (Spell- 
ing: Must try harder): 














Christ- | 











A roadside restaurant making attrac- 
uve offers for eggs, also in Mussoorie 






A tailor's shop in Haryana: 
— eu ЕЗ 












And a nearby “Teeth Hospital" 














а — -_- — — 
Thank you Christine. T. C. Narayan 
spotted this notice on gate in Madras, 
probably referring to man's best 
friend: 
E 





| BEWARE 0F 600 


n 





While E. S. Wrigley was cycling in 


Kerala, he came across a eugenics or 


| 


ganisation which called itself the Society 
for the Advancement of Man. The 
signboard outside was puzzling: 








Journalist Erhard Haubold stayed at 
the Rambagh Palace Hotel in Jaipur, 
and found the following notice in his 
room (it didn't apply to him, because he 
was not pregnant) 
[7 
Expecting 


If you are expecting, but won't be in your room, 
fill in this card and leave it at the Reception. 
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Zhou's in and Mao’s out 
in China's hall of fame 


By Dick Wilson in Tianjin 


hou Enlai is officially back. After a 

decade of dithering, the Chinese 
Communist Party is cautiously unveil- 
ing a campaign to reinstate the enigma- 
tic late premier as a hero greater than 
Mao. 

The first 600,000-character volume 
of the official party biography will come 
off the presses in March, taking Zhou's 
career up to 1949. Hundreds of diligent 
researchers have combed newly opened 
archives to challenge some of the con- 
ventional wisdom about the “Mr Clean" 
in Mao's government. 

This writer's own 1984 biography of 
Zhou has been translated into Chinese 
(a fact I learned only after the event) for 
restricted circulation. Several new 
books appeared in China for the 90th 


` anniversary of his birth in March, in- 
cluding a collection of hitherto unpub- | 


lished letters by him and a volume of 
eulogies by surviving comrades. Han 
Suvin is devoting to Zhou another of her 


| bulky trilogies, the first volume of which 


should appear in 1990. An American 
scholar is about to complete a learned 
work on Zhou's final years. Zhou was, 


| CINEMA 


| Sweet and sour images 
find an audience abroad 


By Mark Thompson in Los Angeles 


^w hinese cinema has reached a mile- 

tu stone of sorts in the US: it has be- 
come modestly trendy. For the first 

‘time, US film critics and movie-goers are 
being exposed to the works of the “fifth 
generation" of Chinese film-makers, as 
those in the first class to graduate from 
‘the Peking Film Academy after the Cul- 
tural Revolution are called. 

The film blazing the way is Red Sor- 
ghum, the saga of a family from north- 
west China in the 1920s and early 1930s 

beset by bandits and invading Japanese. 
Jt was directed by Zhang Yimou, one of 
the oldest members of the fifth genera- 
tion, and was awarded the top prize at 
the Berlin Film Festival in February, the 
“Golden Bear Award. In October, it was 


< chosen as the closing film for the New 


York Film Festival, where it was hailed 
as “the definite coming of age of the 








after all, the only attractive character 
among the dullards and megalomaniacs 
who dominated the first 40 years of the 
people’s republic. 

The Zhou who emerges from this 
new research is, however, still a man of 
impeccable judgment. He “may have 
made some mistakes in his life,” Hu 
Sheng, chairman of the Chinese 
Academy of Social Sciences, told a con- 


ference on Zhou at Nankai University | 


in Tianjin on 18-21 October. But no 
comrade at the conference was willing 
to specify them. 

Nankai University, where Zhou was 
first introduced to politics, was an ap- 
propriate setting for the first open inter- 
national discussion of Zhou's role and 
legacy. Organised by Prof. Liu Xi of 
Nankais Centre for Zhou Enlai 
Studies, it was an extravaganza at- 
tended by 80 Chinese and 15 foreign 
scholars and offered simultaneous Eng- 
lish translation. 

Zhou's military errors of the early 
1930s are now excused as following the 
orders of party superiors. He tamely did 
what he was told, whether by that fee- 


talented fifth generation of Chinese film- 
makers." 

The day after the New York Film Fes- 
tival ended, Red Sorghum opened at the 
Lincoln Plaza Cinema in Manhattan, 
thus becoming the second film from 
China released in the US outside of a 
handful of theatres in a few Chinatowns 
over the country. 

For a while it looked as though Red 
Sorghum might go the way of the first film 
released for a general audience, A Girl 
from Hunan, which was pulled after a 
short run because of its poor reviews. 
Vincent Canby, the influential film critic 
for The New York Times, wrote a review 


which apparently turned New York audi-. 


ences away. Canby described it as some- 
what better than a Soviet social-realist 
*tractor film, awfully provincial" and 
“not very exciting except as sociology.” 


| 
| 





| collaboration with Mao's Cultural Rev- 


ble, returned Bolshevik, Wang Ming, or 
by Mao. Two of Zhou's economic aides 
explained at the Nankai Conference 
how he had struggled to maintain steady 
growth in 1957-58, only to see China's 
sacrifices wasted through the blind 
amateur impetuosity of the Great Leap 
Forward. 

But Zhou’s visible and surprising 





olution after 1965 was less easy for his 
champions to defend. Gu Ming, a senior 
State Council and National People's 
Congress lawyer who served as Zhou's 
aide for 24 years, told the conference 
that: "Zhou could not oppose Mao di- 
rectly because of his own difficult posi- 
tion. Rather than risk yielding control 
of the state and party apparatus fully to 
those who would wreck it, he tried to 
implement and expand the correct 
points of Mao while making Mao's mis- 
takes smaller." 


M ore bluntly, Gu said: “If Zhou had 
openly opposed Mao, he would 
have been toppled by the Gang of Four, 
leaving them with Lin Biao in undis- 
puted power. It would have been a dis- 
aster for China.” Before his mysterious 
death in a plane crash in 1971, Lin Biao | 
was Mao’s anointed successor and | 
standard-bearer of the leftist political 
faction that eventually came to be as- 
sociated with Mao’s wife, Jiang Qing, 
known as the Gang of Four. 

Zhou and his technocrats lacked po- 
litical muscle. Instead, Zhou con- 


The film has, however, had better 
reviews in other cities. Reviews in The 
Los Angeles Times and other local news- 
papers have called it “overblown” and 
“strange,” but also “striking,” “visually 
stunning,” and “superb.” 

The popular appeal of Chinese fi 
also was given a boost this Septem... 
when the director of China's Xian 
Studio, Wu Tianming, was one of three 
individuals commended for their con- 
tributions to cinema at the Telluride 
Film Festival in Colorado. 


А“ of Xian Studio's latest inter- 
national releases, King of Children, 
directed by Chen Kaige, competed at the 
Cannes Film Festival in May and was | 
also shown at the Telluride Festival. Itis | 
scheduled to be released commercially in 
the US by Orion Classics, a New York- 
based film distribution company, some- 
time next year. 

The slow but visible acceptance by US 
audiences of Chinese films comes on the. 
heels of the success of several films by 
Chinese-Americans, such as Dim Sum 
and A Great Wall, a 1986 film which was 
the first Sino-US co-production. Then 
came Italian director Bernardo Ber- 
tolucci’s The Last Emperor — also a 
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ducted, behind the screen of com- 

liance, what another of his veteran 
State Council aides, Xue Muqiao, call- 
ed a “tenacious and ingenious” struggle 
against the Gang of Four. He was, for 
example, clever enough to involve Mao 
in the protection of senior cadres. 

Zhang Shihjao, the veteran scholar 

one-time education minister, wrote 
to Mao complaining of Red Guard 
harassment. Mao showed the letter to 
Zhou, who was then able to set about 
rescuing Chang with Mao's authority — 
and use the precedent to save many 
other lives. 

That was behind the scenes. “The 
people knew Zhou's record in the Cul- 
tural Revolution," said Gu. But the 
peone also saw him wanly waving his 
ittle red book alongside Lin Biao and 
Jiang Oing, smiling and apparently at 
ease with these cultural revolution- 
aries. 


РЧ 1 
Zhou through the years: from young comrade to the Gentleman Premie 


| There is a generation chasm in China 
today. Intellectuals and professionals 
| over 40 interpret Zhou's double-act in 
| the 1960s in a sympathetic Confucian 
light. An honourable man could not 
have done otherwise. China owes to 
him the survival of its administrative 
structure. This view has it that the 
"Gentleman Premier" could easily have 
protested, and selfishly salved his own 
conscience and peace of mind. Instead 
he took the long view, and trod the hard 
| road of actually saving lives and institu- 
tions while appearing to be joining in 


the general slaughter. 
M en and women in their 30s or young- 
er see a different Zhou. They can- 
not bring themselves to admire à man 
who supped with such devils. Their 
idealism demands a closer correspon- 
dence of intention with act, and the prac- 
tical arguments of their elders sound 





like making excuses for a compromise 
"So who do you admire in that gener- 


| ation?" a young sociology lecturer was 


asked. “Не Long," she replied, refer- 
ring to one of the senior military lead- 


ers, "and Peng Dehuai." Peng, also a 
top general, went on to lead the Chinese 
troops in the Korean War only to be 


sacked later by Mao for criticising the 
failures of the Great Leap Forward 
After a little thought, she added: *And 
Liu Shaoqi." Originally Mao's confed- 
erate, Liu was president until he was 
overthrown in the early days of the Cul- 
tural Revolution. 

These are surprising choices. How- 
ever, there was a common feature. All 
three had boldly stood up to Mao and 
suffered for it. Zhou had not. The 
boosting of Zhou's image is therefore 
uphill work. 

It was the younger researchers who 


insisted that Zhou was “neither a god 


ee 





Sino-US co-production — 
which dominated the 
Academy Awards early 
this year. | 

The rousing success of | 
The Last Emperor has 

ı encouraged the 

nese Ministry of | 
Radio, Film and Televi- 
sion to step up its efforts to 
market films in the US. 
The ministry's film distri- | 
bution company has hada | 
subsidiary in Los Angeles 
since 1985. But until early 
this year, this operated 
primarily as a buyer of US 
movies and videos, and 
only distributed Chinese 
films to universities and museums. Now, 
the office is aggressively peddling more 
than two dozen feature films. 

Xiaolin Chen, who has been the 
firm’s president since August 1985, says 
she is still learning about what type of 
films would sell in the US. One thing she 
has observed is that films that were view- 
ed as controversial in China earn critical 
acclaim in the West. For instance, the 
1984 production Yellow Earth was criti- 
cised in China for playing up the back- 





Bertolucci filming his successful The Last Emperor. 








wardness of the Chinese countryside, 
while The Black Cannon Incident was 
attacked by Chinese officials for high- 
lighting corrupt bureaucrats. Yet, the 
two are among a series of six features her 
office has had touring universities and 
museums around the US since 1986. 
(Yellow Earth’s international acclaim 
has not included Singapore, which ban- 
ned the film in November because “the 
theme of the film was politically objec- 
tionable.") 





"Some people [in China] think it's 
good to have no bad impressions of 
China," says Chen. *But in the US, 
people say these are positive [features 
of a film]. The fact that China allows 
these films to be shown and to expose 
problems in the government is 
good." 

Indeed, à good part of the current 
fascination with Chinese cinema stems 
from the novelty of the political candour 
in the films. John Powers, writing in the 
Los Angeles Weekly said: *After dec- 
ades of being forced to edify the masses 
with party-approved tales, Chinese film- 
makers have begun to revel in their new- 
found freedom." 

But the next round of Chinese re- 
leases in the US market may have a hard- 
er time since curiosity will have been 
satisfied. “Some of the praise heaped on 
Red Sorghum sounds as if it were sur- 
prise that the Chinese could turn out a 
movie of any technical sophistication 
whatsoever," wrote Canby. “I suspect 
its success owes less to intrinsic merit 
than the desire to jump on the Chinese 
New Wave bandwagon,” Powers said. 
Future Chinese entries into the US com- 
mercial film market can expect harsher 
critics. п 
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The world's most highly evolved car 
adapts perfectly to any environment. 





Throughout the world, the Mercedes-Benz is a desired 
car. The name is automatically associated with the very 
highest standards of automotive engineering, sophistication 
and luxury. 


To satisfy every customer, each Mercedes-Benz must 
be able to deliver consistently superlative performances in 
any environment in the world. It must also exude the same 
superior aesthetic and social values that make it universally 
respected and admired. 


The highest standards 

Achieving this is no mean feat. Of course, every com 
ponent is made from the finest materials; carefully designed; 
meticulously tested; and inspected through every stage of 
construction. A highly skilled workforce — many of them 
third generation Mercedes-Benz employees — put 
maximum effort into being the best. 


The superior marque 

But for the engineers at Mercedes-Benz, obsessed as 
they are with perfection, even that is not enough. 

They strive constantly for totally new ways to get better 
performance. A typical example: to ensure that the luxurious 
ride is even smoother, they worked for seven years to refine 
the unique five-arm independent suspension system. It 
provides maximum traction and optimum stability on апу 
road surface under any conditions. 


Then, to make sure the ride is complemented by 
appropriate comfort in the cabin, they used ergonomic 
studies to design all the features of the interior. 

It is precisely this kind of superior engineering, quality 
and reliable performance that makes owning and driving 
a Mercedes-Benz an unforgettable experience anywhere in 
the world. 

As the car continues to evolve, Mercedes-Benz will 
continue to lead. 


MERCEDES-BENZ 
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nor a saint," to use the words of 
Tu Lianfang of the Zhenghou 
Railway Bureau. These younger 
participants said. Zhou was just à 
ood man, so why enshrine his 
ideas? The archives, they said, 
should be opened to all (one 
document describing a pre-1949 
dispute between Deng Xiaoping 
and Yang Shangkun, now presi- 
dent of the people's republic, has 
been withdrawn from circula- 
tion). 
The decision for a nationwide 


the-scenes split 





de of Zhou came at a 
closed Party Central Committee 
School seminar in Peking in early 1988. 
Deng could have initiated it much ear- 
lier, but probably deemed it unwise to 
offend two groups whose support he 
needed: leftists ready to settle for 


second best under Deng, and those right- - 


ists who were angry with Zhou's per- 
formance in the Cultural Revolution. 
The most important topic, though, 


TAIWAN 


was describing the difference between 
Zhou and Mao. This was defined in 
three ways. First, it was said, Mao in- 
stinctively opposed rightism, whereas 
Zhou was more worried by leftism. 
Secondly, Mao saw China's poverty as 
an advantage, which Zhou did not. 
Thirdly, Mao regarded intellectuals as 
small capitalists, while Zhou hailed 


The Ugly Chinaman has a 
sequel: The Sick Chinese 


By Shim Jae Hoon in Taipei 


T» Ugly Chinaman, that provocative 
essay about the cultural failings of 
the Chinese written by that iconoclastic 
Taiwan writer Bo Yang, has a sequel: 
The Sick Chinese. The book, however, 
was not written by Bo Yang; it is the 
work of 74-year-old Sun Kuan-han, 
usually known as the father of atomic 
energy in Taiwan rather than as a man 
with à poison pen. 

In both title and content, Sun is de- 
liberately walking in the footsteps of Bo 
Yang, the pseudonym taken by Guo 
Yi-dong. Indeed, Sun has been tracking 
Bo Yang for 20 years in one way or 
another, starting in 1968 when Bo Yang 
was imprisoned for his ideas by the 
Kuomintang (KMT), and Sun carried 
on a one-man campaign from Washing- 
ton to Taipei for Bo Yang's release. 

When Bo Yang was released nine 

ears later, the two became friends and 
intellectual soul-mates. The two of 
them have much in common. They both 
fled mainland China in 1949, Bo Yang 
to Taiwan and Sun to the US. They both 
want to revive the Chinese tradition of 


| 


critical essays. And now they both have | 
| So Can China?, published in 1987. 


bestsellers based on an introspective 
look into being Chinese. 

Bo Yang has a penchant for being the 
more ascerbic in attacking his targets 
— Jack of social discipline, tendency to- 
wards authoritarian politics, greed for 
material wealth and so on. By contrast, 
Sun, whois not a professional writer, of- 
fers a more rational, reasoned argu- 


ment, a style which he calls "somewhat 
arithmetic." This is not surprising since 
he is a nuclear scientist. 

He first came to Taiwan back in the 
1960s at the invitation of the govern- 
ment, to help build Taiwan's first nu- 
clear power reactor. In 1982, he decided 
to settle here for good. Leaving behind 
his American wife Laura and their three 
children in Pittsburg, he lives and 
teaches at National Tsing Hua Univer- 
sity in Hsinchu, leading a monastic life 
in a small dormitory. 

"Being married to an American wife 
gave me à unique chance to look at two 
different cultures, and to be able to 
grasp and explain them in a more de- 
tached way," Sun says about The Sick 


Chinese, which has already been trans- | 
lated into Japanese and was published | 
| ing a controversial biography on Chiang 


in Japan in September. It has sold over 
40,000 copies in Japan and Hongkong 
but not so well in Taiwan, an indication 
perhaps that self-criticism is yet to be 
embraced on this island. The Sick 
Chinese is a combination of two of Sun's 
books, Japan Can, but China Cannot, 
published in 1985, and American Can, 


Essentially, Sun's book does not de- 
viate from Bo Yang's The Ugly China- 
man, in that it focuses also on various 
social mannerisms of the Chinese which 
every critic since Kang Youwei at the 
end of Oing dynasty has more or less 
taken up. Sun bemoans what he calls a 
"twilight sickness" — maybe senility — 
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them — especially the scientists 
— as national assets. 

Who will gain from this in 
today’s politburo? Deng, whose 
name was rarely heard at Nan- 
kai, is fading, but hardly 
needs this kind of buttressing. 
Zhao Ziyang and Li Peng both 
enjoy Zhou connections, politi- 
cal or (in Li's case) family. 
Both should benefit from a new 
Zhou cult. And much was made 
at the Nankai Conference of 
Zhou's cultivation. of demo- 
cratic parties, both in Chong- 
qing in the 1940s and in Pe- 
king thereafter. 

e Zhou cult could be used in intra- 
arty cesis pin 7 along with the 
nited Front, to shape the post-Deng 

China. Zhou, from the thousands of 
pieces of Chinese soil where his scat- 
tered ashes have come to rest, would 
have smiled a wry but not unpleased 
smile at it all. п 





afflicting the average Chinese. "Why 
are [our characters] weaker than 


| Americans or Japanese?" he asks in 


lamentation. 
"We have a false pride in our cultural 


| traditions," says Sun, a dimunitive, be- 


spectacled man. To him the old doctrine 
of Confucianism no longer offers 
sanctuary to people trying to manage an 
industrial society. 

The example of Japan's transforma- 
tion from the same Confucianism that 
Chinese and Koreans share fascinates 
and baffles him. "While we Chinese 
have wasted time talking about Con- 
fucianism, the Japanese have acted on 
it," he says. Sun's repeated moral is: if 
Japan can do it, why can't the Chinese? 

To the chagrin of native Taiwanese 
intellectuals, however, neither Sun nor 
Bo Yang has sufficiently focused on 
Taiwan itself. "They do not examine the 
impact the KMT rule has had с 
Taiwan’s social and political instit 
tions," Chang Liang-tse, who translated 
Sun's book into Japanese, has written. 
Sun's discussion of Taiwan topics is cur- 
sory, limited to Henry Liu's murder in 
1984 (he was assassinated by govern- 
ment agents in San Francisco after writ- 


Ching-kuo), and the Cathay financial 
house scandal linking the rich Tsai fam- 
ily to the KMT шайр, 

To expect a writer in Taiwan to criti- 
cally examine the effects of almost 40 
years of rule by the transplanted main- 
landers of the KMT is probably prema- 
ture. After all, the Chiang dynasty 
ended only a year ago, and government 
remains under the effective control of 
mainland immigrants. Even so, the fact 
that Sun's books are freely on sale here 
represents a sea change. Ten years аро. 
says Sun, "It would have been out of 
dream to imagine publishing this kind of 
book." п 
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Hitachi's wide-ranging auto- 
motive technologies include 
car audio, the Satellite Drive 
Information System featured 
on Nissan's CUE-X concept 
car and a microcomputer 
engine control system. 





Automobiles should be more than safe, comfortable 
machines. They should also be able to communicate 
with the world around them. 


Recent advances in саг electronics technol- Hitachi has also deve 

ogy have been remarkable. They've not only 1cclaimed hot wire air flow 
Improved basic functions such as engine engine management. It helps a 
control, they're now being seen in man- diametrically opposed goals of 
machine interfaces providing more comfort power and fuel economy 

and operating ease, and even in communi- many other superior prt 
cations with the surrounding world. Down control, suspensior 

the road there are things even more exciting. апа audio 


Hitachi's scientists and engineers are at 
work on a Multi Information System using a 
color thin film transistor LCD to display 


We link technology t 
believe that our special kno 
new, highly sophisticated f 








operating information, road maps and a also e ope 
navigational system using these maps. With electronics — and medi 
this system a driver could obtain a variety of onsumer electronics a 


driving information simply by touching the and put into practice int 
display screen. Eventually, he'll be able to improve the quality of lif 
Issue verbal commands to, for instance, 
regulate the temperature within his car. 
Hitachi electronics and semiconductor tech- 
nology can also bring free communication 
with the outside and determine a car's 
exact location through use of Global Posi- 
tioning System satellites. 


® HITACHI 


Hitachi, Ltd. Tokyo, Japar 






FICTION 


Noble savage runs amok 


State of War by Ninotchka Rosca. W. W. Norton & Company, New York. US$17.95. 


Fe a country considered the world’s 
fourth-largest English-speaking na- 
tion, the Philippines to date has pro- 
duced precious little literature of great 
merit. English translations from the 
Spanish of national hero Jose Rizal's 
two novels are among the few notewor- 
thy works to come out of the former 
American colony (the translations hav- 
ing been done during the American col- 
onial period). There are many talented 
Filipino writers in English аз well as 
some competent poets who have been 
published locally, but nothing parti- 
cularly entrancing or unique has 
emerged thus far to equal works pub- 
lished by Latin American and Indian 
writers. 

Perhaps the reason for the dearth 
of good writing in English (or even 

ood native writing worthy of trans- 
ation) is the Philippines cultural 
enervation, coupled with an inter- 
mittent nationalism that looks ask- 
ance at colonial influences in art and 
views writing in English almost as 
unpatriotic. 

This long-standing literary gap has fi- 
nally been filled by Ninotchka Rosca 
who, in her first novel, has succeeded — 
in the somewhat imprecise words of one 
Manila critic — in making her compat- 
riots feel that "Philippine writers need 
no longer fear being incognito." He ob- 
viously meant "unknown" or “un- 
acclaimed" (since Filipinos have not 
been writing surreptitiously in English 
all these years), showing that Filipino 
English has its own strange permuta- 
tions. There is, however, no such prob- 
lem with Rosca's handling of the lan- 
guage. 

The text on the blurb of State of War 
compares the book with Isabel Al- 
lende’s The House of the Spirits. Rosca 
has produced a very fine novel, but it is 
not quite as enthralling as Allende’s 
splendid story. Although there are 
traces of that Chilean novelist’s style as 
well as the style of Columbian novelist 
Gabriel Garcia Marquez in Rosca’s 
work, there is no doubt that she has de- 
veloped her own distinctive voice and fi- 
nally put Filipino writing in English into 
a literary arena that transcends national 
boundaries. 

Rosca had already made a name for 
herself in the Philippines as a short story 
writer when she left for the US during 
former president Ferdinand Marcos’ 
martial law regime. Her stories and arti- 
cles had been appearing in Manila 
magazines (she now writes a column for 
a Manila newspaper), and she had ac- 
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quired a name for herself as a trenchant, 
often acerbic, writer. Her book, End- 
game: The Fall of Marcos, recon- 
structed the events that led to the 
“People’s Power” uprising in Manila in 
1986. 

State of War deals mainly with the 
state of tension gripping a country 
Struggling with colonial depredations, 
native amorality and political inequity. 
Sporadic guerilla activity throughout 
the country’s history generates much 
of this tension which never really ex- 
plodes into all-out war. 

There is an explosion, which is the 
book's climax, that is reminiscent of the 
blast at Manila’s Plaza Miranda in 1971, 
when some top government officials 
were killed and maimed during a politi- 
cal rally by still unknown attackers. This 
takes place in the midst of a festival very 
much like the yearly Mardi-Gras cele- 
bration on Panay Island. 

Rosca's battleground scenario is one 
that fosters the popular perception in 
the Third World of the noble savage liv- 
ing in idyllic conditions on a primeval 
land which is shattered by the arrival of 
the wicked colonisers who plunder, 
exploit and corrupt the: innocent na- 
tives, robbing them of rich resources, 
imposing their will, impregnating the 
women and creating a mongrel race 
from which come "the most beautiful 
women on earth." 

As she weaves intricate strands of 
Philippine history, mythology, dream 
sequences and political events into a 
tangled tapestry, Rosca deftly displays 
the intertwining relationships of her 
three main characters — two women 
and a man. She resurrects their ancest- 
ors, masterfully evoking past eras. 
The clash of the early Malays with 
Chinese, Spanish, American and Japan- 
ese intruders is rendered with great skill 
and imagination. 


Se of War might have been better 
titled Anna's War since its sym- 
athies lie mainly with Anna Vil- 
averde, the tortured female pro- 
tagonist who personifies the strengths 
and weaknesses of a reluctant 
nationalist. Readers may indulge in a 
guessing game to see ọn which real 
eople Rosca has based her characters. 

he amoral mestiza beauty Eliza Han- 
sen could be any of the dilettantish re- 
bellious women who surfaced during 
the Marcos era. The main male charac- 
ter, Adrian Banyaga (Tagalog for for- 
eigner, though he too is mestizo and no 
alien) is an effete young man, the son of 

































a leading family that typifies the Filipino 
élite with its skewed values and con- 
fused cultural orientation. 

The sinister shadowy dictator, refer- 
red to as the "Commander," can be no 
other than Marcos; while the depraved 
Colonel Urbano Amor is obviously an 
amalgam of Marcos' closest military 
aide, intelligence head and chief tor- 
turer. There are other colourful charac- 
ters, like the woman who whips icons to 
prod them into granting prayers, a допу 
distillery owner, a Chinese child bride 
with bound feet, and a German chemist 
who engages in elaborate sex with his 
Filipino partner's wife. : 

osca Ure pets the heedless life of 
the élite as well as its mindless dilettan- 
tism with the smouldering misery of the 
masses, while highlighting the role play- 
ed by rebels and revolutionaries who 











































react to the perversions of power with 
random acts of bravado and violence. 
Because Filipinos have endowed 
some English words with their own 
peculiar meanings, Rosca engages in 
humourous displays of the local patois 
with children's rhymes which Filipinos 
concocted when the Americans first in- 
troduced English into the islands. And 
old counting rhyme goes "One-two, 
bato [Tagalog for stone]: three-four, 
bapor [Spanish for boat]." She concocts 
one of her own, a ditty about a "crazy" 
Magellan “circumcising” the globe, thus 
showing some of the bizarre linquistic 
adaptations that make up today's 
Filipino English. 
ome of Rosca's passages are power- 
ful: “So it began — the islands’ confu- 
sion over language and memory, so that 
in this Festival of commemoration there 
remained no more than this mangled 
song, as ridiculous as those tiny English 
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At Republic National Bank, 
| private banking is a matter 
u. Steady progress... 
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OVER 200 YEARS OF CAREFUL BREEDING 
PRODUCED IHIS CHAMPION 





Every once in a while, a truly great 
horse is born. A horse destined to become 1 Ж 
a supreme champion on the racecourse 
and to pass into legend. A Nijinsky or 


an Arkle,a Red Rum or a Shirgar — superb ле fine ime of tbe тоц демше an smpeccahle ior 


animals who remain unchallenged in their lifetimes. 
But perfection does not come about by chance. Such 
a horse is the result of the careful breeding of the bluest 
of bloodlines that can be traced for generations. And from 
the day of its birth, the young horse will be lovingly 
nurtured and cared for, meticulously shaped into a 
champion. 
So it is with Hine X.O., the champion of fine 
cognacs, the choice of connoisseurs. 
Established in the heart of the Cognac region 
of France in 1763, the house of Hine 





has remained unswervingly 


Leaves nothing to be desired. 


t faithful to the standards of quality set 


down by its founder, Thomas Hine 
Since the eighteenth 

century, every drop of 
Hine cognac has been lo- 
vingly matured under the watchful eye of 
one man, the cellarmaster, whose senses 
are his birthright and whose extraordinary 
talents can be traced back through 
six generations of the Hine family 

Hine X.0.—a thoroughbred champion 
of maturity, delicacy and 
finesse. A cognac of 
incomparable quality, 
to be savoured with 
respect and infinite \ 


a 


pleasure 










classes where little brown boys, their 
minds stuck between the pages of the 
English-Pilipino-Spanish ictionary, 
stood up and announced to their New 
England Baptist teachers, a gift from 
Arthur MacArthur, a man whose 


forefathers were so besotted with them- 
selves they had to name him with his 
name twice over...” 

Some are poetic: *How Manilans 
loved perfume, the city covering itself in 
all the world's odors, a trace of yester- 
day in the scent of horseshit, today in 


HISTORY 


3 ETA 


carbon monoxide, and tomorrow in the 
gaseous spit of the stars, their simul- 
taneous presence a testament to the 
existence of possibilities, where one 
could choose one's most amiable time 

. understanding all through a four- 
hundred-year-old song, accepted all, 
past, present, and future, and the seven 
thousand one hundred islands of a frac- 
tured history." 

For some time now, readers in Eng- 
lish have been entranced by реги) 
translated Latin American literature. 


Hurray for the little people 


Southeast Asia in the Ара of Commerce 1450-1680, Volume One: The Lands 


Below the Winds by Ant 
don. US$30. 


СүссазїопаПу а book comes into the 
hands of à reviewer that is a plea- 

? to possess, one that still reflects the 
belief that a book, in its writing, printing 
and binding and illustration, is still es- 
sentially the artifact of craftsmen. This 
is such a book, the first of a projected 
two-volume set dealing both with the 
everyday life of the рен peoples 
of Southeast Asia and the processes of 
political, religious, economic and urban 
change that transformed the region dur- 
ing the historical period correspond- 
ing to the Renaissance in Western 
Europe. 

Southeast Asian historians have not 
always been quick on the uptake when it 
has come to applying the theoretical and 
methodological advances of their col- 
leagues elsewhere in the Asian setting. 
Anthony Reid, however, proves here 
how exceptionally fruitful such cross 
fertilisation can be, by taking the ap- 
promi of the eminent historian of the 

editerranean world, Fernand Bran- 

‚ who pioneered a form of “wholistic 

tory,” drawing on many sources, in- 
cluding geography and anthropology in 
an attempt to present as complete a por- 
trait as possible of an area, its culture 
and the dynamics of its social life. 

As Reid points out, such an ap- 
proach was taken by the early chroni- 
clers of Southeast Asia, whose richly de- 
scriptive accounts can now be seen to be 
not as proto-history, but humane his- 
tory, Ротар, but іп many ways 
superior to the fragmented and techni- 
cal history of later generations. 

Reid's book is a successor to that ear- 
lier tradition — a work of humane scho- 
larship and one concerned primarily not 
with the lives of kings and courtiers, or 
of foreigners, but with the little people 
of history, the details of everyday life, 
the way things got done, what people 
did in the evenings or at festivities, what 
it was like to be a 17th-century Thai or 
I8th-century Acehnese. 

After a general introduction to the 
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ony Reid. Yale University Press, New Haven and Lon- 


broad ecology of Southeast Asia, its lin- 
guistic and ethnic continuities, and in- 
deed of the validity of regarding such a 
diverse and widely scattered region as a 
single geographical entity, we become 
absorbed in the core of the book: four 
lengthy and detailed chapters dealing 
with the four main themes of the work. 

The first of these is what Reid terms 
“physical well-being” which includes ag- 
riculture, diet, tools, water, wine, betel, 
tobacco, medicine and health. The sec- 
ond covers “material culture” and deals 
with items such as clothes, housing, 
tatooing, hairstyles, crafts, ceramics 
and gold and iron-workshop. 

e third chapter, probably the hard- 
est to write, chronicles social organisa- 
tion, a difficult subject to deal with 
given the wide variations within the re- 
gion, the ambiguity of many of the 
documentary sources. Reid’s solution 
to this is an original one. He focuses 
upon a number of conspicuous features 
of the ways in which indigenous social 
structures expressed themselves — war- 





State of War, though, needs no trans- 
lator. Being educated mainly in English 
and knowing English literature, 


| Filipinos have long been proficient in 


this international language. Despite the 
prevailing ethos resulting from the colo- 
nial heritage that lies heavily on the na- 
tional psyche, there is no reason why 
Filipinos cannot dip into their rich cul- 
tural melting-pot to come up with their 
own distinctive literature. Rosca has 
shown it can be done, and very well at 
that. — Isabel Taylor Escoda 


fare, slavery, justice, sex, childbirth and 
female roles — rather than an analysis 
of comparative social organisation it- 
self. The last of the four themes treats 
festivals and amusements such as 
theatre, contests, sport, popular games, 
music, literature. 

At the end of a reading of this book, 
one comes away with two contradictory 
sensations. The first is amazement and 
something akin to an intellectual and 
imaginative exhaustion at the sheer vol- 
ume of material. Reid has certainly pull- 
ed off a tour de force of sheer organisa- 
tion and synthesis of masses of diverse 
data. But the other is that by its very 
range the book cannot pursue to а satis- 
factory conclusion most of the issues it 
raises, leaving the reader with appetite 
whetted but with nothing more that а 
few morsels to satisfy it. 

This is not to say that Reid's work is 
devoid of theoretical significance. Un- 
doubtedly this book will ultimately have 
to be assessed with its successor, but 
even in this first volume, Reid has dem- 
onstrated not only the validity of 
Braudel's approach when applied to 
Southeast Asia, but also the intrinsic 
fascination of the social history of the 
region. Great books are often so be- 
cause they are seminal; they define, 
encourage, provoke the work of future 
generations. This could be one of those 
books. — John Clammer 



































































































[BUSINESS AFFAIRS - 





US-EC row over farm subsidies blocks Uruguay Round accords 


Gatt on war footing 


By Anthony Rowley in Montreal 


Failure by the US and EC to find any 
common ground on farm trade and 
subsidies during often acrimonious 
negotiations at the Montreal mid-term 
review of the Uruguay Round of the 
Gatt, has blocked implementation of 
other agreements that were reached, 
and threatens a full-scale agricultural 
trade war. 

Аз the Montreal meeting broke up. 
US Agriculture Secretary Richard Lyng 
growled that while the US would not 
Start a trade war, it would not stand by 
and watch its farmers out-subsidised by 
foreign governments. In retaliation, EC 
agriculture commissioner Frans An- 
driessen warned that Europe would 
react quickly to any move by others to 
boost export subsidies. 

The deadlock between the US, 
which insists on a timetable for abolish- 
ing agricultural subsidies before Gatt 
tackles other problems, and the EC, 


| whose Common Agricultural Policy 


(CAP) is built on the systematic subsidi- 
sation of farm products, dominated and 
soured the meeting. 

The Americans had insisted all along 
that progress on areas such as tropical 
products — on which a tariff-cutting 
agreement had been reached by all the 
major players — must be linked to pro- 
gress on agriculture. This makes the 


а * prospect of overall agreement by next 
April, when high officials of Gatt meet 


in Geneva to try and get the Uruguay 
Round back on course, appear very 


с Slim. 


The Montreal meeting marked the 


| half-way point of the Uruguay Round 


~ launched іп 1986 at Punte del Este as 
à coordinated effort by Gatt members 
to remove trade barriers and reduce 
tariffs and scheduled for completion by 
the end of 1990 — and was never meant 


| to reach final decisions on any of the is- 


sues. But as Thailand's Minister of 
Commerce Dubin Pinkayan said on be- 


- half of the seven Asean countries: 


"Lack of credible results in Montreal" 


damages the negotiation process and 


f the credibility of the Uruguay Round. 





{E 


The task facing Gatt director-gen- 
eral Arthur Dunkel is to find enough 
common ground on agriculture before 
April to restore the credibility of the 
whole process. It seems a tall order. But 
Dunkel emphasised to the REVIEW that 
the importance of agriculture to world 
trade meant it could not be “de- 
coupled" from the other subjects simply 
tosalvage the Round. 

The agriculture confrontation has 
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deep roots. On the one hand, the US de- 
mands an end to all "trade-distorting" 
subsidies for farmers, and that Gatt 
members should agree on a timeframe 
for their abolition. Eliminating sub- 
sidies would boost developing-country 


trade by some US$26 billion a year, and | 


save taxpayers in the developed coun- 
tries US$16 billion a year, the US camp 
believes. 

On the other hand, the EC's CAP 
is founded on production subsidies, 
and it is clear that the EC is "not pre- 
pared to destroy the CAP" by shi ting 
entirely to other legitimate means of 
income support for farmers, since this 


TRADE IN FARM PRODUCTS 


Piecemeal 
progress 


Tropical products pact 
benefits developing nations 


Ti accord on tropical products was 
hailed as the most immediate suc- 
cess of the Montreal meeting. The US, 
the EC and Japan have all agreed to a 
package of tariff and other conces- 
sions for developing-country exports. 
In return, some developing countries 
are offering easier access to their mar- 
kets. 

An agreement on textiles and cloth- 
ing was also tabled, though it was 
eventually crowded out by the protract- 
ed negotiations over farm trade. It will 
require further discussion before the 
next meeting of Gatt's trade negotia- 
tions committee on 1 April. 

The tropical-products agreement will 
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would involve paying 8 million farmers 
^to do nothing," as a spokesman put 
it. 

An International Monetary Fund 
report published during the Montreal 
meeting said European and Japan- 
ese farmers would “lose heavily" 
through liberalisation of agricultural 
trade, though farmers in the US and 
in most developing countries would 
benefit. 

The Cairns Group, which includes 
non-subsidising exporters Australia and 
New Zealand as well as Indonesia, 
Thailand, Malaysia and the Phili pi 
broadly acceptsthe US view but doe: 
insist on an immediate commit- 
ment to eliminate all supports. 

Japan maintained an al- 
most total silence throughout 
the debate — understandably 
in the light of Japan's vul- 
nerability to criticism over its 


import policies. 
Hoz. à senior Japan- 
ese official of the eem 
Affairs Ministry told the 
REVIEW that while Japan 
feels short-term reforms 
should be an integral part of 
long-term reform of agricul- 
tural supports, “special 
rules” should apply for basic 


affect exports worth about US$25 bil- 
lion a year. It is the only accord to t ` 
effect now rather than at the end of 
Uruguay Round. 

However, the US is unlikely to im- 
plement the pact until Gatt members 
reach agreement on agricultural trade 
as a whole. And other countries, such as 
Japan, will require several months to 
get the agreement through their na- 
tional legislatures. 

The agreement covers natural rub- 
ber, vegetable oils, beverages, timber 
products and spices. Former Malaysian 


| primary industries minister Paul Leong, 


who chairs the tropical products 
negotiating group within Gatt, said the 
agreement was of major importance to 
Asean members, especially in relation 
to their foreign-exchange earnings. 

Malaysia is one of the developing 
countries which has recently agreed to 
open its own markets to imports of 
manufactured chocolate and wood fur- 
niture. 

The depth of the tariff cuts under the 
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foodstuffs such as rice. Some 
REVIEWTABLES by Barry Lee | 


























production subsidies must remain. 

Tokyo does not favour shifting to 
а system based entirely on income 
supports for farmers because it does 
not favour "giving social security 
payments to farmers not to pro- 
duce." 

As the debate grew longer and 
more heated, the Cairns Group and 
various developing countries tried 
to find a face-saving compromise for 
the warring giants. Malaysian Trade 
and Industry Minister Datin Paduka 
Rafida Aziz lost patience, however, 
and pleaded with the US to drop its 
insistence on a time frame for elimi- 
nation of supports, so some progress 
could be made. 

Singapore Trade and Industry 
Minister Lee Hsien Loong was one 
of several ministers to warn of the 
dangers of the world trading system 
disintegrating into regionalism 
among giant trading blocs. 

All the other agreements which 

| been reached in Montreal — in 

of the 15 areas under negotiation 
— have been put on ice until April. 
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sial Gatt “safeguard” clauses remain | 
bogged down in a mire of their own. | 
Trips covers matters such as patent pro- | 
tection and the prevention of counter | 
feiting, and the discussions directly ef- | 
lect East Asia, where piracy of books | 
and cassettes is rife, and countries ofthe | 
Subcontinent, where the protection of | 
Western pharmaceutical | 
often abused. | 
Indian Commerce Minister Dinesh 
Singh argued that pharmaceutical pa- 
tents and those covering chemicals 
used in foodstuffs should enjov only 
short-term protection. India, and 
Brazil, incensed by à suit which the US 
recently brought against it for infring- 
ing pharmaceutical patents, formed an 
alliance to prevent early agreement on 
Trips. | 
Many developing countries do not 
believe Gatt is the right forum to discuss | 
Trips in the first place. They think it 
should remain under the Geneva-based 
World Intellectual Property Organisa- 
tion which is more intluenced bv de- 
veloping country views, Washington 
has accused Japan of being “sloppy” 


patents is 








The only area of agreement which 
appeared to emerge relatively un- 
scathed from the agriculture debacle 
was a package of tropical products con- 
cessions to developing countries by the 
US, the EC and Japan. But even this fell 
victim to a US decision not to imple- 
ment the reforms until next April at the 
earliest, though other countries will 
move immediately to enact the neces- 
sary changes to their trade laws. 

It was not the only area of progress 
that the debacle has stymied. A group of 
Latin American countries including 
Argentina and Brazil joined India to 
take revenge on the protagonists in the 
agriculture war by demanding that the 
agreement on trade in services — which 








tropical-products pact ranges from 50- 

19% on raw materials and averages 
- . % on repocessed and semi-processed 
materials, according to Gatt sources. 
Smaller cuts will be offered on more 
sensitive. products. Some of the de- 
veloped countries will offer developing 
countries cuts on a generalised system 
of preferences basis as well as on Gatt's 
usual most-favoured nation basis, under 
which they are offered to all. 


Qu тоа Hungary and South 
Africa, which are not Gatt mem- 
bers, have offered similar, though au- 
tonomous, cuts. Talks on the further 
liberalisation of tropical-products trade 
by all countries will continue after 
Montreal. 

Gatt would not detail the specific 
cuts offered by individual countries, 
though sources said that in the area of 
palm oil the tariff cuts offered by the EC 
and Japan had been particularly wel- 
come. Both these markets are currently 
more restricted than the US. 





the US and Europe badly want — 
should not go ahead until agricultural 
reforms are agreed. 


part from trade in services, agree- 
ment had been reached on market 


access for resource-based and other 
products, on reduction of tariffs in gen- 
eral, on improving the functioning of 


the Gatt mechanism and on pgs set- 
tlement. What was described by the 


Gatt as a "good" agreement on textiles 


trade was also hammered in 
Montreal. 

The tricky questions of trade-related 
aspects of intellectual property rights 


(Trips, in Gatt jargon) and controver- 


ош 


A Japanese Foreign Ministry source 


told the REVIEW that Tokyo had "tried | 


to respond positively to requests from 
Asean" and had made concessions over 


and above those requested. In Japan's | 


case, the tariff cuts average 3096 and 
cover 190 items and imports worth 
US$3 billion a year. They are propor- 
tionately greater than those offered by 
other major countries. Tokyo's main 
concessions affect vegetable — oils, 
bananas and jute products. 

А draft agreement on textiles, which 
will come up for approval in April, 
seems likel 
to proceed. The draft envisages the 
"eventual" integration of the Multi- 
Fibre Arrangement (MFA) — which 
currently governs around 50% of world 


trade in textiles and clothing and is, in | 


effect, a waiver of Gatt fair-trade rules 
— into the Gatt proper. 

This assumes, though, “streng- 
thened Gatt rules and disciplines," 
according to a draft shown to the 


REVIEW. A Hongkong Government | 


to form the basis on which | 
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| 
over Trips, though a Finance Ministry. | 
official assured the REVIEW that Tokyo | 
had much to gain from an agreement | 
and will support the US fight for their | 
inclusion under Gatt. | 
There is similar disagreement over 
whether services — such as financial 
services — should be governed by the 
Gatt or by organisations such as the UN 
Conference on Trade and Develop- 
ment. Services are not included in the 
Gatt framework for purposes of the 
Uruguay Round. Nevertheless, US | 
trade representative Clayton Yuetter | 
claimed success in getting services | 
placed on the agenda for future negotia- 
tion under the Uruguay Round in the 
face of great initial opposition. y 


















| official in Montreal stressed that 
was a need to reform the safeguard. 
ош of the Gatt before tex 
| tiles are brought back within its 
| ambit. 
| A "safeguard" action is permitted 
| under Gatt rules when a specific indus- 
| try is deemed to be threatened from à 
| build-up of imports. It can include tariff 
or quota protection. Such safeguards 
| are supposed to be short term. How- 
| ever, they have tended to proliferate 
i 
| 
| 
1 
{ 
| 
i 
| 
if 
| 
i 
| 
| 
і 






and many have degenerated into long- 
j term protective devices. 

The draft agreement envisages "sub- 
stantive" negotiations on textiles begins 
ning early next year, with the aim of 
reaching an accord before the end of the 
| Uruguay Round. 

As the current MFA does not expire 
| until mid-1991, however, textiles trade 
| could not be brought under Gatt rules ` 
until at least then. In any case, Gatt'sas- © 
similation of textile trade is likely to be 

progressive rather than immediate. 
~ Anthony Rowley 
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Stirrings of life 


Wilderness years may be ending for Jakarta's stock exchange 


By Adam Schwarz in Jakarta 


a akarta's tiny stock exchange may be 
coming to the end of a decade in the 
doldrums, with signs that capital mar- 
kets will soon be deregulated and a re- 
cent spate of new stock and bond issues. 
Bankers and brokers agree that a fully 
fledged stockmarket is still a long way 
off, but an increasing number of broker- 
age houses, both foreign and local, hope 
beneficial changes are on the way. 

There is a growing awareness among 
top government officials that commer- 
cial lending alone cannot generate 
enough domestic investment to support 
Indonesia's economic growth target of 
5% a year. “They have to figure out how 
to mobilise more funds and the capital 
markets are the best possibility," said a 
local economist. An initial boost to the 
stockmarket came in December 1987, 
when the government eased listing re- 
quirements, removed some restrictions 
on foreign ownership of shares and call- 
ed for a privately run over-the-counter 
(OTC) market for small- and medium- 
sized firms. 

More headway was made in October 
with the announcement of a 15% with- 
holding tax on previously tax-free time 
deposits. This helped to equalise treat- 
ment between savings and investment, 
though capital-market earnings are still 
pooled with income and taxed progres- 
sively. It appears, however, that pen- 
sion funds, one of the biggest potential 
sources of investment capital, will con- 
tinue to enjoy tax-free status on time- 
deposit interest. 

Early returns on the changes are en- 
couraging, if still minor in absolute 
terms. In November, the Jakarta Inter- 
national Hotel sold about US$14 mil- 
lion worth of new shares in an issue that 
was 27096 oversubscribed. The com- 
pm; which owns the five-star 

orobudur Hotel, was pleasantly sur- 
prised by a flood of requests from for- 
eign investors. Underwriters eventually 
located almost 80% of the 6.6 million 
shares to foreign buyers, bringing total 
foreign ownership to about 50% . Major 
foreign buyers were said to include 
British brokers T. C. Coombs and US 
investment bank Salomon Brothers. A 
beer brewer, Delta Jakarta, will sell 5% 
of its shares, worth US$440,000, to the 
public in late December. 

The market for fixed-income sec- 
urities has also experienced a minor re- 
naissance. Four companies issued 
bonds for the first time in 1988 and ap- 
plications for several other issues are 
pending. Forward momentum on the 
capital markets suffered a slight setback 
in August when a planned stock issue by 





Hotel Prapatan, which owns the Hotel 
Hyatt Aryaduta, failed to get off the 
ground. The company, counting on 
strong institutional support, priced the 


issue at almost twice the prevailing mar- | 


ket price. When institutions pulled 
back, the deal fell through. 

Despite some advances, the stock- 
market remains hampered by its size 
and limited liquidity. Total issued sec- 
urities amount to only Rps 1.06 trillion 
(US$6.23 billion), with bonds compris- 
ing 8595. Average daily turnover on the 
exchange hovers around 15,000 shares. 
For many of the 24 firms listed on the 
exchange, the prime 








traded on the exchange and would help 
fill a dire need for long-term credit alter- 
natives. Only about 20% of bank credit 
outstanding, for example, is over five 
years maturity. 

To improve underwriting and sec- 
urity analysis, the government is ex- 
pected to allow joint ventures with for- 
eign brokerages. Given the opportun- 
ity, many local and foreign brokers ap- 
pear ready to make the move. Money- 
making opportunities on the exchange 
will be few and far between over the 
near term, but many foreign brokerage 
houses want to be in position in case the 
market takes off. *No one wants to get 
left behind," said one foreign broker. 

Meanwhile, a handful of local com- 
panies have applied to join the 38 brok- 
ers which currently can trade shares. 

The OTC market, not yet under 
way, will take longer to develop. In- 
stead of an integrated computer net- 
work for settling transactions, like the 





motive for going 
ublic was to satisfy 
ocal ownership re- 
quirements — with a TET HH 
minimal loss of man- a 
agement control. 
These firms have not 
typically viewed the 
market as a source | 
of funds nor as a # 
means for enhancing | 
company value. 
Liquidity has suf- 
fered as a result. 
Attempts to 
pump up the volume 
of traded shares face 
other difficulties. 
For one, only the 
eight majority In- 











warersucess NASDAQ system in 

*| the US, the lead 
derwriters for 
donesian ОТС is- 
suers will be re- 
quired to post bid 
and offer prices in 
the building which 
currently houses the 
stock exchange. Un- 
derwriters will be re- 
quired to hold a por- 
tion of the issue in 
their portfolio and 
stand ready to make 
a market. 

A Surabaya- 
based taxi company, 
Zebra Taxi, will 
be the first to issue 
shares on the OTC, 





donesian-owned 
firms on the exchange are allowed to sell 
shares to foreign investors. A ninth, 
Panin Bank, is requird by law to be 
wholly Indonesian owned. Secondly, 
the state investment company, 
Danareksa, controls over 40% of the 
market's shares for use in its unit trusts. 
And logistically, the mechanics of the 
market are unwieldy. Since only regis- 
tered shares are traded, sellers are often 
forced to wait while brokers hunt up 
buyers and then get approval from 
panepen, the capital-market authority. 


arket insiders say new measures | 
for galvanising the stockmarket are cur- | 


rently under consideration. To inject 
new liquidity into the market, the gov- 
ernment may push state-owned enter- 
prises like Garuda, the national airline, 


or Indosat, the international communi- | 





cations company, into re loring куер | 


ment subsidies with funds raise 
public market. | 
Secondly, financially sound private 


companies may be allowed to issue new | 


investment securities with maturities 
longer than one year. The securities, 
similar to commercial paper, would be 


on the | 





offering 2.5 million 
shares with a market value of US$2.1 
million. The shares, which are in bearer 
form, can be purchased by foreign in- 
vestors and demand for the issue 1s s 

to be heavy. Unlike the Jakarta Inte1 
tional Hotel issue, however, a majority 
of Zebra's shares is expected to be re- 
served for domestic investors. In addi- 
tion, Zebra is keeping 10% of the shares 
to use as incentives for the company's 
drivers in what may be Indonesia's first 
employee stock-option plan. A Ban- 
dung-based ^ real-estate company, 
owned by Astra, may join Zebra Taxi 
on the OTC in the new year. 

One indication of the capital mar- 
ket's coming of age is the emerging in- 
terest on the part of foreign brokers to 
use Indonesian stocks in a country fund 
along the lines of the Siam Fund in Thai- 
land. Some of the brokers said to be in- 
terested include Nomura and Nikko of 
Japan, Merril Lynch of the US, Morgan 
Grenfell and Warburg of Britain, and 
Indosuez of France. Indosuez is said to 
be thinking of pooling Malaysian and 
Indonesian shares in a closed-end fund 
to be called the Malacca Fund. п 
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By Bob Johnstone in Tokyo 


Swe years ago, the Japanese Gov- 
ernment announced an audacious re- 


puters capable. of thinking. Caught un- 
awares, the rest of the world was stunned. 

This month, at an international con- 
ference in Tokyo, the project’s research- 
ers announced their interim results. This 


pressed. 
The Fifth Generation Computer Sys- 
tems Project was the brainchild of bright 


of International Trade and Industry 
(Miti). The name comes from the fact 
that, thus far, computers have evolved 

vugh four generations of increasingly 
_ erful hardware components — from 
vacuum tubes, through transistors and 
integrated circuits, to the very large- 
scale integrated circuits of today. 

All four generations have essentially 
been based on a single design, con- 
ceived over 40 years ago by the brilliant 
Hungarian mathematician, John von 
Neumann. By the late 1970s, it was ap- 
~ parent that there were limits to the im- 





1 f$84 Washington Pott Co _ 


provements that could be squeezed out 
ofthis design. 

If further progress was to be made, a 
completely new blueprint was required. 
Thefirstto come up with such ablueprint 
would have a head-start over the rest of 
the world. 

Establishing a new paradigm held 
added attractions for the Japanese. 
Miti's previous computer projects had 
been designed to help the Japanese in- 
|. formation industry catch up with the 
West. This one was designed to help it 
take the lead. 

A prime requirement for the fifth 
generation computer would be its acces- 
sibility. To this day, only 2% of Japan- 
Nis know how to use a computer. To im- 





Easier said than done 


Japan's long search for thinking computers 





Since there was no guarantee that 
| the project would succeed, all funding 
| would come from the government. So. i 
| far, the government has spent just under E 
| ¥30.5 billion (US$251 million), In the | 
| project's final three years, it will spend > 
{ 
| 


| half as much again. 
The reaction in the West to the Ja- 
anese announcement was remarkable. 









search project intended to develop com- | 


_ | ignored. Governments quickly cameto i. 
554 the conclusion that Miti had done Hê. 








time, the rest of the world was less im- | 





young bureaucrats at Japan's Ministry | 
| ligence (AT). 





prove accessibility, Miti concluded that, 
rather Шап teach people the arcane jar- 


gon of "computerese," it would be bet- | 


ter to build computers which could re- 
spond to everyday human language. 
But how to build such machines? 


| Casting around, the ministry decided 
| that the most promising approach lay in 


a little-known field called artificial intel- 


The term dates back to a meeting 
held Бу a handful of researchers at 
Dartmouth College, New Hampshire, 
in 1956. Three years later, one of this 
group, Prof. Herbert Simon of Car- 
negie-Mellon University, was suffi- 
ciently encouraged by his success in 
building. problem-solving programs to 
predict that "within the visible future" 
AI would produce computers with pro- 
cessing powers "co-extensive with the 
range to which the human mind has 
been applied." 


АМ ALIVE / ALNE 
WITH LIE, 
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AT's great promise won it considera- 
ble funding in the US (from the Defence 


Department) and, to a much lesser ex- | 


tent, in Britain. But results failed to live 
up to inflated expectations, and by the 
late 1970s the public funding had largely 
dried up. 

Then, in 1981, Miti dropped its 
bombshell. In conjunction with eight 
companies, Fujitsu, Hitachi, Mitsubishi 


| Electric, NEC, Oki, Toshiba and the 
Osaka-based 


consumer electronics 
makers, Matsushita and Sharp, the 


ministry would establish a research 
laboratory. Over the course of the next 


10 years, this would develop computers 


capable of thinking and communicating 
like human beings. 


"ITHWK/ THEREFORE Г 


AND THOUGHT ANP MING! 
OWEET CONSCIOUSNESS 1. 
AND IMMORTAL. SOUL —* 





ere was a challenge that could not be 




























homework well, and that its proposal 
| for next-generation computers was in- 
| deed the proper direction for research: oo 
| The threat of Japanese domination 

| was sufficient to surmount legal and lite 
| guistic barriers. In the US, a company 
| called Microelectronics and Computer 
| Technology was formed to carry out tes; | 
| search into Al research. The company |, 
| had 19 of the country's leading compa- 
| ter makers (excluding IBM) as 
| shareholders, in defiance of strict US 
| anti-trust laws, 


| involving more than 420 different indus- 
| trial, academic and research organisa- 
tions. A striking example of such coop- 
eration is a joint laboratory established: 
by Siemens, ICL and Bull, which isto- 
cated in West Germany, has a French 


| director. and whose working language is 
| English. 
As might be expected, the US and 
|! European programmes have taken a... 
| Variety of approaches to the problems of < 
| creating artificial intelligence. In Jè 
| pan, however, from the outset the FD 
| Generation Computer Systems Project 
; plumped for a single path, one which dt 
| pursues to this day. 
The basic idea is that for a machine 
to think, it has to be capable of deal 
ing with knowledge rather than: simple 
; numeric data, which is all that conve 
| tional computers can manage, But ho 
to represent knowlege in a form that 
| machine can manipulate? : 
| The Japanese decided that a pro 
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gramming language called "Prolog, ihe 





vented at the University of Marseilles in 
the mid-1970s, was the way to go. In 
Prolog, any piece of knowledge can be 
encoded as a series of clauses, like a 
mathematical expression. For example, 
the sentence: "The editor is in a filthy 
mood," might look something like: 
Mood (Editor) » Filthy. 

To solve problems — for example, 
likely explanations for the foul mood — 
the computer ransacks its knowledge 
base for relevant information. Working 
its way through a series of simple infer- 
ences, such as, IF Tuesday, THEN 
deadline, the computer comes up with a 
logically justifiable conclusion. 

One big snag with this method is that 
even relatively simple problems require 
huge numbers of steps. As problems be- 
come more complex, so the number of 
steps explodes exponentially, and the 
time taken to reach a conclusion be- 
comes unacceptably long. 


| There are two possible solutions to | 
ү this bottleneck, and the Japanese are at- 


tempting to implement both of them. 
One is to establish restrictions on the 
number of searches for knowledge that 
can be carried out. 

In itself, this is not a sufficient check 
on the exponential explosion if the sys- 


‘tem is processing а la von Neumann, 
ах is, sequentially. The only answer 
“is to go "non-von" 


— and to deploy 
Erbe processors working in paral- 
el. 

Since their project began in 1981, the 
Japanese have been working towards 
building a parallel inference machine 


which runs Prolog. Their most tangible 
result so far is a computer called the per- 
sonal sequential inference machine 
(PSI). The idea over the project's final 
three years is to combine over 1,000 | 
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PSIs to form a single, massive parallel 
inference machine. 

At the Tokyo conference, research- 
ers from Japan's Institute for New Gen- 
eration Computer Technology (ICOT) 
demonstrated a prototype of the 
machine consisting of 64 PSIs. But this 
so-called "multi-PSI" failed to impress 
visitors, being capable of processing 
only three or four times faster than a 
single machine. 

It must have been doubly disappoint- 
ing for the Japanese to hear one of their 
conference's keynote speakers, none 
other than Prof. Simon, pour cold water 
on the very idea that parallelism was the 
correct solution to the problem. 


Simon said he was “sceptical . . . that 





[ 


€ When Miti announced the 
project few Japanese had hea d 
of artificial intelligence. Today | 

Ali: is the focus of tremendous — 
in terest, ? К 








it was even feasible to design parallel 
hardware that has genuine general-pur- 
pose characteristics." In addition, he 
said there was "no reason to believe that 
someone will invent a clever idea that 
will make general-purpose parallelism 
feasible." 

Simon suggested that, though seeing 
and hearing were indeed parallel in na- 
ture, conscious thought was demonstra- 
bly sequential. Thus, the best approach 
to building an intelligent machine might 
be to adopt a composite approach. 

What has happened since the fifth 
generation project established its goals 
is that there have been several new de- 
velopments in AI research. The most 
significant is probably neural networks 





Tiptoeing to market 


Ву Lincoln Kaye in Dahka 


p companies are quietly pre- 
paring to list their equity and deben- 


;tures.on overseas stock exchanges, as 
е government ponders the most radi- 


cal reversal of its Indian-only ownership 


г. policies to date. 


Finance ministry officials have been 


sounding out businessmen and finan- 


ciers in a series of high-level confiden- 


tial meetings. At one British Govern- 


ment-sponsored seminar, London mer- 
chant bankers assured Bombay busi- 
nessmen that offshore institutional in- 
vestors would welcome Indian cor- 


a porate paper. 


Premier business houses have en- 


г gaged consultants to assess their pros- 


pects on foreign bourses. A senior capi- 


Indian companies court foreign investors 


tal market regulator predicts that offi- 
cials could give the go-ahead for offshore 
listings within a matter of months. 

So far, the only Indian paper availa- 
ble on overseas stock exchanges has 
been the mutual funds of the govern- 
ment-owned Unit Trust of India (UTI) 
which are listed on the London and New 
York bourses. Even Non-Resident In- 
dians' (NRI) stakes in Indian companies 
have been sharply restricted, while di- 
rect foreign holdings are limited to 40% 
under the Foreign Exchange Regula- 
tion Act (FERA). 

But the government, worried by 
what mounting offshore corporate debt 
could do to India's current account, 
seems recently to have undergone a 

















(REVIEW, 26 May). But Japan'scompu- 
ter project is simply not flexible enough 
to accommodate these developments. 

At the conference, parallel inference 
was presented as the “one true path” to 
AI Research was proceeding smoothly 
along that path. In his speech, Kazuhiro 
Fuchi, the project’s chief scientist, 
claimed that “the image we had at the 
very beginning of the project has been 
almost faithfully fulfilled.” 

The problem is that national prestige 
is at stake. The Japanese public has 
been led to believe that the project is the 
means by which their nation will over- 
take the rest of the world in technologi- 
cal development. And nothing must be 
allowed to disturb this happy fantasy. 

Despite the project's failure to 
achieve any significant results, not а 
single Japanese journalist has dared to 
suggest that its chosen path might turn 
out to be a dead end. 

But research results are not the only 
yardstick by which to judge the project. 
Another is industrial policy. When ^ 
announced the project back in 1981,1- 
Japanese had heard of artificial intelli- 
gence. Today, thanks to the ministry's 
propaganda activities, Al is the focus of 
tremendous interest. 

In addition, ICOT has served as a 
training ground for a cadre of company 
researchers, several hundred of whom 
will have spent time at the labora- 
ee by the time the project ends in 
19 

A significant feature of the fifth gen- 
eration project is the number of univer- 
sity researchers that have worked on it. 
Still more significant is that most of the 
academics have been foreign. 

Such organisational breakthroughs 
could ultimately prove more significant 
than the fruits of ICOT’s research. {J 





change of heart. Equity, rather than 
loan capital, is now the preferred 
avenue of foreign funding for indust 
"Fast track" investment procedu... 
have been set up for collaborators from 
favoured countries like Japan and West 
Germany. Foreign companies have 
been allowed to go tap bourses for funds 
for their Indian ventures under their 
own names, rather than raising capital 
through their Indian partners, as previ- 
ously required. 

Overseas listing of Indian corporate 
paper would be the most significant de- 
parture yet from previous policies. 
Under current plans, the offshore issues 
would not even be included in the 
FERA limits on foreign stakes. Such a 
drastic step can be expected to generate 
plenty of opposition — not only from 
old-style believers in economic self-suf- 
ficiency but also from Bombay finan- 
ciers who profit from the current restric- 
tions. 

Crities worry that offshore issues 
could turn into a hard currency drain, 
since dividends — commonly as high as 
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T: 102 aicraft operated by All Nip- 
pon Airways (ANA) fly 500 flights a 
day to 32 Japanese cities. To reflect sea- 
sonal changes in demand, the schedules 
determining which aircraft flies where 
and when must be changed 14 times a 
year. 
The task of drawing up schedules for 
_ each aircraft used to be done with rulers 
and coloured pencils by two young 
< women working lots of overtime. Since 
; June, the job has been done, in just a 
few hours, by an “expert system," a type 
of computer program. 
| Expert systems are the first products 
. of several decades of research into arti- 
; ficial intelligence to have made the 
. transition from the laboratory to the 
_ real world. They consist of two parts. 
The first is a “knowledge base,” a list of 
$ that the system "knows." A 
~--~ ledge base differs from a simple 
database in that, in addition to facts, it 
also contains knowledge derived from 
г. (a human experts) experience. The sec- 
; Ond is a set of rules which the system 
applies to its knowledge, enabling it to 
come up with solutions. 

For example, in ANA’s expert sys- 
tem, the knowledge base will contain 
facts, such as how many passengers each 
type of aircraft can carry and the 
_ number of available parking spaces at 

. each airport. It also "knows" things, 
like how long it takes to refuel and 
board a Boeing 767. 

The 300 or so rules which operate on 
this knowledge include required main- 
tenancing, airport opening hours and 
likely weather conditions. 








50% of par value in India — would have 
to he paid in foreign exchange, which is 

ving steadily more expensive in 
1upee terms. Апа it is not clear that In- 
dian companies could pull in enough 


offshore investors to ensure attractive | 


issue premiums. 


T lack of investor interest is high- 
lighted by the fate of the two UTI 
mutual funds, which are still quoted at 
steep discounts despite impressive ap- 
preciation in their net asset values 
(SHROFF, REVIEW, 25 Aug.). “If for- 
eign investors are so turned off by a gov- 
ernment-sponsored country fund, why 
should you expect them to go for a to- 
tally unfamiliar corporate name?” one 
critic asks. 

"Because we'll do a smarter selling 
job,” replies the executive director of a 
top industrial firm. "We'll make a more 
careful choice of where and when to 
launch our issue." He believes one of 
the smaller European bourses 
Luxembourg, for instance — might be 
receptive to Indian corporate paper. 





Consulting the experts 


| Japan puts 'intelligent' programs to work 


| 


| 


| 








Say, the goal is to have a plane capa- 
ble of carrying 400 passengers from 
Tokyo to Okinawa at 18:00 every Friday 


j in January. From this, the system works 


its way back through a series of simple 
inferences (for example, IF 400 passen- 
gers, THEN only a jumbo jet will do) 
until it arrives at a candidate that satis- 
fies all requirements. 

ANA is not the only airline to have 
applied expert systems to eliminate the 
drudgery of scheduling. In the US, 
United Airlines has recently introduced 
a system which assigns gates for its air- 
craft at Chicago's O'Hare and Denver's 
Stapleton airports. Since September, 
the 170 jumbo jet E PUDE on Japan Air- 
line's Pacific routes have also been sche- 
duled by an expert system. 


Ts recent surge of commercial ap- 
plications notwithstanding, expert 
systems have been around for a long 
time. Since 1965, in fact, when a system 
to help chemists identify compounds 
was developed in the US. 

But it took 20 years for the technol- 
ogy to develop enough momentum to 
gain widespread acceptance. In the US, 
a rash of venture capital funded start- 
ups specialising in expert systems broke 
out around 1985. Many of these firms 
promised more than they could deliver 
and have since disappeared. Successful 
applications of expert systems have 
typically turned out to be the simpler 
ones. 

In Japan over the past three years, 
there hàs also been an expert systems 
boom. Computer makers, banks, steel- 


Asian exchanges such as Singapore or 
Hongkong, would be *too thin" for the 
US$300 million convertible debenture 
issue he has in mind. 

Such a sum would be more than his 
company has been able to raise offshore 
so far through specially designated NRI 
tranches of previous capital issues. But it 
is only a fraction of the size of recent is- 
sues in the Indian market. New pockets 
of liquidity will have to be found, he 
feels, to meet the growing capital needs 
of such үл companies as Reliance, 
JK Synthetics, the Tatas and Birlas. 

A further attraction of offshore list- 
ing, he says, is that on foreign bourses 
the company could set its issue premium 
at whatever the market wold bear. On 
Indian stockmarkets, the pricing of NRI 
and domestic capital issues is deter- 
mined by a formula that involves the is- 
suing company’s book value and net 
worth, as well as the trading price of its 
stock. The result is that the issuer winds 
up with a heavier dividend obligation 
and less cash than he could otherwise 
command, 
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makers, power groups and engineer- 
ing firms have shown particular in- 
terest. 

Computer makers, for instance, rec- 
kon that expert systems will eventually 
become part of most, if not all, software 
applications. Firms such as Fujitsu and 
NEC are developing systems which 
could for example reduce the time it 
takes to design complicated microchip 
circuits. Banks, such as the Daiichi 
Kangyo Bank and Nomura Securities, 
have in the past year introduced systems 
at retail branches to advise customers 
on how to manage their personal fi- 
nances. Steelmakers have been using | 
them for process control. 

Tovo Engineering, a member of the 
Mitsui group, has been a particularlyag- p. 
gressive developer of expert systems. It). 
now sells its systems in four fields — des 
sign, equipment diagnosis, production” 
planning and education. 

Over the past six vears, Toyo has 
built 20 systems and has a further 10 
under development. Suecesses include 
the automated production of piping 
drawings for chemical plants. 

Not so easy to handle are situations 
that change rapidly. The trouble is that, 
even on today's fastest mainframe comi- 
puters, all that backtracking through 
the knowledge base takes time to ac 
complish. As a result, reaction times are 
too slow to cope with a situation requir- 
ing a split-second response. 

To achieve significant increases in 
speed will require new tvpes of compu- 
ters. That is why Toyo, along with the 
rest of the nascent Japanese artificial in- 
telligence industry, hopes the parallel 
machine that the Fifth Generation 
Computer Systems Project is develop- 
ing will live up to expectations. 
~ Bob Johnstone 











———— ELEC 





The executive director has no qualins 
about marketing his company's paper 
overseas and intends to pitch hisissue e 
tirely at financial institutions, rather 
than NRIs. Offshore fund manage: 
have already voiced interest, he reports, 
The company's foreign collaborators 
may also take part of the issue. Offshore 
listing would provide a way of giving 
them an equity stake without entering 
into open-ended joint ventures. 

Most of the opposition to overseas 
listing, he predicts, will stem from In. 
dian “paranoia” about multinational 
control and corporate takeovers. These 
qualms can be assauged, he says, by 
limiting the size of individual holdings in 
the offshore issues and limiting the voi- 
ing rights of foreign shareholders, for- 
example. | 

As for the foreign-exchange risk, the 
issuer can discount the paper tocómpe: 
sate. Indian corporate debentur 
feels, will sell overseas even wit 
tively low coupons. And convertit E 
struments offer maximum flexibility ina 
shifting interest rate environment. — EX | 
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Manila store wars 


Filipino-Chinese retail magnates cash in on a consumer boom 


By Jonathan Friedland in Manila 


etail magnates Henry Sy and John 

Gokongwei are racing to cash in on 
the Philippines’ consumer boom, ringing 
Manila with vast concrete shopping malls. 
The head-to-head confrontation be- 
tween the two is бр good for busi- 
ness, and the rivals say the developments 
are a vote of confidence in the Aquino 
government and the future of their 
economically hard-pressed country. 

The two Manila-based Filipino- 
Chinese moguls are to spend P5-10 bil- 
lion over three years on separate mixed- 
use real-estate developments in the cap- 
ital and, significantly, in key provincial 
cities like Bagiuo, Cebu and Tagaytay. 

The expansion signals not only a 

riod of change for their very different 

usiness groups, but also their latest at- 
tempt to break into the front rank of a 
Filipino business community long domi- 
nated by clans of Spanish origin. Both, 
too, have profited from surging con- 
sumer demand while commodity prices, 
remittance levels, and non-traditional 
export expansion remain strong. 

They hope that peppering Manila 
with shopping plazas, and copying the 
idea throughout the archipelago, will 
provoke further changes in how and 
where Filipinos do their shopping. Sy's 
highly successful SM Shoemart chain of 
six department stores, and latterly 
Gokongwei's five Robinson Commer- 
cial Inc. outlets, have enticed lower- and 
middle-class shoppers away from tradi- 
tional outdoor markets and into massive 
air-conditioned malls. These malls pro- 
vide a welcome refuge from the oppres- 
sive heat and pollution of Manila, and 
once inside the shops, colourful displays 

ive people with little money a taste of 
ife beyond their means. 

This combination has won a sizeable 
and loyal following of shoppers in the 
hard-pressed Philippines, and Sy's 
boast that “if 1 promised to run the 
Philippines the Shoemart way, I would 
be elected president tomorrow" con- 
tains an element of truth. 

But Sy's shopping centres are not 
merely innovative — they also make a 
lot of money. Both he and Gokongwei 
are taking the concept of shopping 
centre as community centre to the ex- 
treme with their new plans. The P2 bil- 
lion Robinson's Galleria will vie for 
business in the Manila suburb of Man- 
daluyong with the P1.2 billion SM 
Mega-Mall when both are completed 
sometime in 1989-90. 

Both developments will include 
hotels, apartments, shops and cinemas. 
Similar projects are planned by Sy in 
Bagiuo, Cebu and on the Manila water- 








front. Developments in Tacloban City 
on Leyte and Tagaytay in Southern 
Luzon are also in the works. 
Gokongwei will do the same only in 
Cebu, concentrating on smaller new de- 
velopments and renovations in Manila. 

Sy and Gokongweiare also making it 
easier for Filipinos to pay for their pur- 
chases by instalment. Sy, in particular, 
has blazed a trail by adapting and in- 
stitutionalising the informal credit re- 
lationships that have long underpinned 
lower-class life, through his debit and 
guarantee-card schemes. Last year an 
estimated 30% of Shoemart's P3 billion 
sales were on credit. Gokongwei is at- 
tempting to follow suit with a debit 








card tie-up between Robinson's and 
a savings bank in which he has а 
stake. 

The expansion also marks the start of 
a period of transition for the business 
empires built over the past three dec- 
ades by the two businessmen. Both will 
need to go outside their families and im- 
mediate circles to raise more substantial 
funding for the first time. And both will 
have to streamline their convoluted 
family-owned corporate structures to 
assuage outside investors — and to 
make life easier for their children who 
are now involved in management. 

This second challenge is particularly 
tough for Gokongwei, whose estimated 
P4 billion asset businesses include retail 
holdings, sugar mills, hotels, grocery 
stores and textile mills, and whose 22- 
year-old son is just out of university. 
Sy's succession problem is less difficult, 
since his four sons and a daughter have 
been doing business by his side for sev- 
eral years and he has only recently di- 
versified from his P1.5 billion assets 








Shoemart base into hotels and real-es- 
tate development. 

Both groups have made tentative 
steps towards openness. In 1986, 
Sy purchased a closed-end investment 
company from the Ayala Group and re- 
named it the SM Fund Inc. Sy told the 
REVIEW that he plans on using the pub- 
licly traded fund to help finance a series 
ос project: As of end June, the fund 
had P123 million in assets, mostly 
bonds and real estate. Similarly, in Au- 
gust Gokongwei filed an application 
with the Securities and Exchange Com- 
mission to offer publicly 40% of Robin- 
son Land Corp., his group's primary 
real-estate development arm. Shares 
are expected to be placed overseas, 
largely among institutional investors. 

Both groups have also tried to com- 
pen their retail businesses and 

oost access to financing through buy- 
ing local banks. Sy owns the modestly 
capitalised Banco de Oro Savings and 
Mortgage Bank — which has a debit 
card сыр with Shoemart — and 
cently took his family's stake in the 
billion assets China Banking Corp. to 
12.5%. Both Sy and Gokongwei have 
sizeable stakes, alongside Chemical 
Bank and Mitsui Corp., in the P24 bil- 
lion assets Far East Bank and Trust Co. 
Gokongwei has 20% both of Far East 
and the P18 billion assets Philippine 
Commercial International ank 
(PCIBank). PCI Savings Bank is the 
planned issuer for a Robinson's debit 
card. 

The similarities between Gokongwei 
and Sy end there. The men may both be 
bullish about the Philippines and have 
similar expansion plans, but the two 
have very different styles of doing busi- 
ness. 


$; appears the sounder of the two. 
Starting out with a small shoe store 
in Manila's Carriendo district in 1945, 
the Fukien-born entrepreneur sold 
well-made shoes at good prices, pre 
ring rapid turnover to high marg..... 
Fosse pouring capital back into the 
business, he expanded into textiles and 
household goods, and opened shops in 
the Manila suburbs of Makati and 
Cubao, in Cebu, and in Iloilo. 

These were gradually upgraded into 
ever-larger commercial complexes with 
Sy funding the growth both through re- 
tail cashflow and from the deposits of 
concessionaires eager to piggyback on 
his reputation for sound business deal- 
ings and good service. Before the 1985 
construction of the 140,000 m? SM City 
in North Manila, “we didn't draw on 
bank credits," Sy told the REVIEW. 
"We've managed without major bor- 
rowing." 

While hard work and a sharp eye for 
the bottom line have served Sy well, so 
apparently has his development 
partnership with the Zobel family, pri- 
mary owners of the property-based 
Ayala Corp. In 1958, Sy established his 
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first Makati store on property pur- 
chased from Zobel. Over the next 20 
years, his Makati holdings grew to in- 
clude five pene sites in the Makati 
Commercial Centre, including Manila's 
first one-stop shopping mall. While the 
Zobels do not appear to have any direct 
holding in Sy's holding caes SM In- 
vestments (Sy owns 6.5% of Ayala 
Corp.’s outstanding common stock), 
the family has greatly benefited from 
Sy's кыен, which have helped 
to push up the cost of Makati property. 

Sy has not only maintained modest 
gs in the expansion of his empire: 

e has diversified slowly and only into 
ventures complementary to Shoemart's 
core-retail business. Sy family com- 
panies own fast food, grocery and 
appliance outlets, cinemas. car servic- 
ing and accessory centres and one 
hotel with more to follow. 
Grouped together in a single loca- 
tion, these businesses have a gravi- 
tational pull sufficient to draw in 

° ar concessionaires, allowing 

:o achieve huge economies of 
scale in construction and develop- 
ment. 

Real-estate acquisition, financ- 
ing and insurance are also held in 
house as much as possible. SM In- 
vestments controls Ridgeview Re- 
alty, Multi-Realty, Inter-continen- 
tal Development — all real-estate 
investment vehicles — Banco De 
Oro Savings and Mortgage Bank, 
SM Fund, and SM Insurance 
Brokers and Services. The total ef- 
fect is similar to that achieved by 
US retailing giant Sears Roebuck. 
Bankers estimate the total value 
of Sy's empire at P2.5-3 bil- 
lion. 

Shoemart's recent corporate 
ро has been strong. 

evenues for 1987 totalled P3.2 
billion, up from P2.5 billion the 
previous year. Net income climbed 

n Р86 million in 1986 to P118 

lion in 1987. Sy said revenues 
for 1988 will increase by 30% while 
net income will post a "substan- 
tial" gain that will in percentage 
terms outstrip the revenue rise. Total 
long-term debt as of the last balance 
sheet date stood at P30 million. 
Shoemart repaid P250 million in notes 
owed for the construction of SM City. 

Gokongwei also claims to have 
avoided major borrowings in building 
his vast, somewhat shapeless, business 
empire. Instead, he has relied on huge 
sums of cash generated by his two main 
holding companies, Universal Robina 
Corp. (URC) and CFC Corp., the support 
of relatives and associates who have 
been silent partners from the start, and 
on profits from stockmarket dealings. 

The Cebu-born enterpreneur began 
by trading and manufacturing corn 
starch in 1955. He soon expanded into 
supplying groceries апа animal 
foodstuffs in bulk, undercutting multi- 
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national competitors and agribusiness 
giant San Miguel Corp. to capture a do- 
minant market share in coffee. pork, 
eggs, chocolate and biscuits. 


ater came textiles: subsidiary 

Robitex has become one of the 
Philippines' largest producers of fabric 
and yarn, again achieving market share 
through huge turnover and fine pric- 
ing. Accor ng to son Lance Gokong- 
wei, the family’s wholly owned URC 
and its 54% owned CFC (with other 
Gokongwei family members) holding 
corporations have achieved sales 
growth of 25-30% annually over the 
рох 30 years. Until recently, profits 
ave risen apace. 

While Sy embraced the Creole aris- 
tocracy in his alliance with the Zobels, 


MANILA'S CHAIN-STORE RIVALS 


Gokongwei has been very much the ag- 
gressive arriviste. After amassing a cash 
horde from manufacturing, Gokongwei 
turned to the stockmarket to help pay 
for his ambitions, by a series of take- 
overs and major shareholdings. He has 
generally built his stakes quietly, using 
several brokers over a period of months 
Or. in some cases, years. 

Starting with a run at Interport Re- 
sources, Gokongwei accumulated 
major holdings in Philex Mining Corp.. 
Far East Bank and PCIBank, winning 
board seats in all three and selling out of 
the first at between four and seven times 
what he paid. 

His attempt to win partial control of 
competitor, San Miguel, generated con- 
siderable heat. The late Andres Soriano 


Jr., the epitome of the old Filipino gen- | 


try, specifically amended directorshi 
qualifications to keep Gokongwei off 
his board. Later, heir Andres Soriano 
III relented somewhat by giving Gon- 
kongwei seats on family holding com- 
pany Anscor and San Miguel Corp. 
(HK). Meanwhile, Gokongwei cashed 
out of the company’s stock at what one 
local broker calls a “killing” price. 
Multi-million peso stockmarket 
earnings have spearheaded Go- 
kongwei’s shift away from manufactur- 


| ing and into banking, real estate and, to 





| 





complement his core businesses, sugar 

mills. His plunge into retailing, hotels 

and shopping complex developments 

came simultaneously six years ago with 

the opening of Robinson's Midtown 
laza and the adjacent Manila Midtown 
otel. 

Although the complex was the 
first to add a hotel to Sy's original 
shopping-entertainment concept, 
Gokongwei has not otherwise 
been much of an innovator in 
either real estate or a retail busi- 
ness. His Robinson chain, though 
rapid in its expansion, is a rather 
lacklustre copy of Shoemart with 
none of Sy's merchandising verve. 
Annual turnover at the chain now 
stands at P600 million. With the 
completion of two new stores, in- 
cluding the giant Mandaluyong 
Galleria, over the next year, Lance 
Gokongwei says sales should climb 
to P2 billion by 1991. 

Retail sales are still only a ver 
modest net contributor to UR 
and CFC. More than half of gross 
revenues are generated by food 
production and wholesaling, with 
most of the balance derived from 
textiles, real estate and stock in- 
vestments. And while sales rose 
53% for both companies during 
the first nine months of fiscal 1988, 
profits are being squeezed by the 
cost of expansion. While com- 
bined revenues were up to P3.9 
billion over P2.2 billion during the 
same period in fiscal 1987, net pro- 
fits fell 32.77% from P287 million 
to P193 million. 

With profits declining as a percen- 
tage of revenues, apparently because of 
fewer high margin investment transac- 
tions, transfers to real-estate affiliate 
Robinson's Land, and rising operating 
costs, Gokongwei will be hard pressed 
to keep up this pace of expansion with- 
out Mis de some assets. Save getting 
the P2 billion Galleria project started, 
Gokongwei has over the past 18 months 
spent P1.65 billion on land, two sugar 
mills and his increased stake in 
PCIBank. So far the only public evi- 
dence of intentions to raise money are 
an application filed in October by CFC 
to raise P500 million in commercial 
paper, a loan request to the social sec- 
urity system for P200 million, and the 
planned flotation of Robinson Land 
shares. п 
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Hongkong Bank looks to a future beyond its base 


At home in the world 


By Christopher Marchand in Hongkong 

There was a change 
last summer in the 
decor in the foyer of 
the Hongkong Gov- 
ernment's press office 
in Beaconstield House. 
A photo of the Hong- 
kong & Shanghai 


HONGKONG BANK 







Roce against History 


Banking Corp. headquarters towering | 


over the Edwardian-style Legislative | 


Council (Legco) chamber was replaced 
by a luminous shot of Legco juxtaposed 
against Peking-owned Bank of China's 
(BoC) new tower. 

The switch symbolises the ebb of 
Hongkong's old order. The ruling triad 
of the colonial authority, its banker — 
the Hongkong Bank — and the Chinese 
billionaires is giving way to an impre- 
cise, possibly menacing regime under 
the thumb of China. The new game is 
clear for government and the bil- 
lionaires, even if the implementation is 
complex. British rule will pass to a spe- 
cial autonomous regional government 
within China while the billionaires will 
invest off-shore. 

The Hongkong Bank, however, 
faces the most intricate challenge of all. 
The bank must resolve the ambiguity in 
operating as a global capitalist bank 
from a sovereign communist base. A 
coherent growth strategy must also be 
articulated in an adverse banking cli- 
mate. As Hongkong Bank chairman 
William Purves told the REVIEW: 
"We've got to keep making profits." 

The bank has confronted the difficult 
task of transforming itself from an in- 
stitution based on a secure home market 
and colonial trade linkages into a global 
institution. Although there is nothing to 
suggest that it will lose its pre-eminent 
ноп in Hongkong in a hurry, ever 

ank needs a “home” of some sort. Ulti- 
mately, Hongkong Bank will have to de- 
cide whether to try to be an essentially 
British international bank from a base 
which is Chinese, or put down so many 
roots in other countries that it becomes 
genuinely global. This is an ambition 
that another colonial-based institution, 
Standard Chartered, faced up to but has 
so far failed to resolve. Can a bank be 
medium-sized in many places if it is not 
à very big bank in any one place of 
major importance? 

e problem is not new, but has 
been given impetus in the past three 
years as a result of the Sino-British 
Agreement on the transfer of 
sovereignty in 1997 on the one hand, 
and the changes and traumas in interna- 








tional finance over the same period — 
less developed country (LDC) debt, 
securitisation, and the boom and possi- 
ble bust in equity trading. 

The Hongkong Bank has been ad- 
dressing the problem of its limited base 
in different ways for the past two dec- 
ades. The first step was geographical ex- 
pansion beyond its traditional East 
Asian base to the Middle East by ac- 
quisition of another institution of colo- 
nial origin, British Bank of the Middle 
East. This was partly a result of the 
realisation that nationalism was slowing 
its growth in traditional areas to which it 
had expanded on the coat-tails of em- 
pire and the Overseas Chinese — nota- 
bly in Singapore and Malaysia. In both 
countries it was once the largest bank. 

Next came its movement in the 1970s 
into the vogue market of the time, mer- 
chant banking through Wardley. De- 
spite we and downs, it has been a very 
profitable diversification. 

But it was with the opportunistic 
aquisition of Marine Midland, begun 10 


HONGKONG BANK'S 
SLUGGISH PERFORMANCE 
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years ago, that the bank staked its claim 
to becoming a global rather than a re- 
gional banking force. The acquisition 
was well timed. It was almost the first, 
and proved to be one of the few success- 
ful major forays by foreigners into the 
troubled US banking industry. 

But it was spurred not so much by 
concerns about 1997 — though they 
have always been there — than by the 








belief at that time in the globalisation of 
world banking. Every bank with ambi- 
tions was expanding into money centres 
outside its home territory. For many it 
proves a major mistake. But the Hong- 

ong Bank had the cash flow and, at 
times the foresight, to do better than 
most. So instead of having to retreat 
from costly forays, it may now be in a 
position to expand further by taking ad- 
vantage of others’ failures. 

In assessing the Hongkong Bank’s 

prospects, the analyst can easily relapse 
into pessimism. Economic growth is 
maturing in Hongkong, the bank’s r 
base. Its dominant and immensely | 
fitable share of Hongkong's retail таг- 
ket is under attack from the BoC. Its 
central bank privileges in Hongkong are 
being whittled away. Competition and 
rising operating costs have slashed mar- 
"ins. 
я For its part, off-shore growth has led 
to an accumulation of risky or non-per- 
forming debt in the LDCs. Group re- 
turns on assets and equity have fallen, 
and the stockmarket has radically 
downgraded Hongkong Bank shares. 
The bank's rating remains slightly 
ahead of the British clearers and US 
money-centre banks, but lags far behind 
the Swiss and West German banks, 
which, like Hongkong Bank, hold part 
of their capital as undisclosed inner re- 
serves. 

In reality, the Hongkong Bank's 
share rating lags even the US and 
British banks, if account is taken of true 


profit. 
B: the counter-argument could 
prove more aene The Hong- 
kong Bank and its highly profitable 
61.5%-held subsidiary Hang Seng 
Bank, Hongkong’s largest Chinese re- 
tail bank, have successfully defended 
their Hongkong retail base. The group's 
lucrative grip on trade financing has 
been kept intact. New profit sources are 
being developed in credit cards, trea- 
sury operations and expansion in the 
US, Canada, Britain and (longer-term) 
China. 

Returns are unlikely ever to recover 
to late 70's levels. But automation and 
rigorous cost-cutting at Marine Mid- 
land, the wholly owned New York State 
subsidiary, should benefit the bottom 
line. The bank's fabled inner reserves — 
estimated by the market at about 
HK$20-25 billion (US$2.5-3.2 billion) 
— and liquid investments also allow a 
crucial margin to finance asset growth. 
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The market, however, wor- 
ries that the price of the Hong- 
kong Bank's global status will be 
to dilute earnings as inner re- 
serves are used to subsidise LDC 
bad debts. Such fears were 
stoked by Purves' aggressive off- 
shore moves in 1987, his first year 
as chairman, in buying further 
into the LDC debt-hit Marine 
Midland and British clearing 
bank Midland Bank just as 
Citibank had started the LDC 
provisioning ball rolling. 

In 1987, the Hongkong Bank 
paid US$770 million for the out- 
standing 48% of shares in Marine 
Midland which it did not own. 
The bank also bought a 14.9% 
stake in Midland Bank for 
US$714 million. Under a friendly 
agreement, Hongkong Bank will 
not raise its stake in Midland for 
three years without the board's 
consent. 

Zertainly, LDC debt travails 
= ed a seminal role in the 
Hongkong Bank's off-shore acti- 
vity last year. The bank had not 
exercised an option to privatise 
Marine Midland in October 1986 
— when stockmarket prices were 
considerably lower — and re- 
sorted to this action after differ- 
ences with senior Marine Mid- 
land directors over provisioning 
levels. 

The move is positive in that 
the Hongkong Bank believes in 
Marine Midland's potential. The 
Hongkong Bank, however, had 
to debit HK$2.1 billion against 
inner reserves in respect of 
Marine's LDC debt. Elsewhere 
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in North America, the Hongkong 
Bank of Canada is likely to show faster 
growth, aided by acquisitions and the 
Hongkong Bank's hopes of retaining a 
franchise on the substantial number of 
igkong emigrants in Canada. 

.DC debt was also instrumental in 
the move into Midland. Midland is the 
most exposed of the British clearers to 
LDC debt. It was reeling from losses at 
US bank Crocker National and at its in- 
vestment bank. Expense ratios relative 
to income were 10% higher than for 
Midland's competitors. Cost-cutting, 
reorientation and a capital infusion 
were urgently needed. 

From the Hongkong Bank's stance, 
Midland's problems offered the long 
sought chance to extend operations 
from Asia and North America to a third 
leg, Europe. The offer to buy into Mid- 
land might represent a опсе-іп-а- 
lifetime opportunity, while LDC debt 
was mitigated by attractive share pur- 
chase terms — around net asset value. 

Purves clearly also held a higher 
opinion of Midland chairman Sir Kit 
McMahon's ability to turn the bank 

| around than was apparent to Mid- 
land watchers at the time. But Midland 
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is a long haul investment, as LDC prob- 


lems will be around for some years to | 
| large. 


come. ‚ . 
Treasury, investment banking and fi- 


nancial services are a third earnings | | | 
| that. it was hardly surpris 


source, after Asia-Pacific and North 
American commercial bank earnings. 
The bank's traditional reliance on retail 
rather than bought deposits — a policy 
dictated by Hongkong's lack of a central 
bank of last resort — made it slow to 
grasp the earnings potential of treasury 
business, the staple profit source of the 
US money-centre banks. 

Purves launched the Hongkong 
Bank’s treasury drive in late 1985. 
Drawing on Marine Midland’s exper- 
tise, the bank’s first objective was to 


| market competitive foreign exchange 


services to corporate clients. The next 
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stage was to draw on its computer 
expertise to develop its own 
treasury trading system called 
TREATS. The aim was to extend 
the bank’s profile in inter-bank 
foreign currency trading and im- 
prove yield management of the 
deposit structure. 

The bank's distaste for quan- 
tifying targets makes it hard toas- 
sess the likely profit. increase 
from treasury. Treas i 
can also be volatile. 5 
Marine Midland posted 
slump to US$5.5 million int 
ury trading income in the first 
nine months of this year, But 
Purves believes growth will flow 
^as our expertise continues and 
our name improves, 

Treasury moves complement 
the bank's earlier swing into fi- 
| nancial services through wholly 
1 owned merchant bank Wardley 
Holdings, insurance company 
Carlingford Swire, mortgage fi- 
nance company Wayfoong Pi- 
nance and US Treasury bond 
dealers, the CM&M Group. But 
the pre-Big Bang diversification 
into securities, with the purchase 
of Britain's largest stockbroker, 
James Capel, has proved disap- 
pointing. 

Analysts expect the Hong- 
kong Bank’s disclosed profit to 
rise at least 18% this year to 
around HK$4.2 billion. Provi- 
sions have been fully made in the 


з 


oh 





Asia-Pacife region, and the 
Hongkong. Singapore and j| 
Malaysian economies = the ^ 


bank's three main Asian markets 
— are growing strongly. As true 
profit growth is likely to run 
considerably ahead of 18 

to inner reserves this year will be 





. transfers 





So intertwined are the fortunes of 
the Hongkong Bank and Hongkong. 
that 
Chinese Prime Minister Li Peng assured. 
Purves in March that China wants the 
Hongkong Bank to maintain its eminent 
and note-issuing role in the territory 
after 1997. 

The bank has also adopted a West 
German bank-style involvement in 
Hongkong's development, with the 
bank at various times taking equity 
stakes in infrastructure projects such 
the Cross-Harbour Tunnel, y 
Pacific, Hongkong’s airline, the Sowth 
China Morning Post, the English- 
guage establishment newspaper, i 
Worldwide Shipping, Hongkongs 
largest shipping group. 

Offshore, the Hongkong Ba 
policy of growth through aequi 
must rank as one of the most 
in world banking, Despite Н 
domestic base, the Hongkon i 
ranks 31st in the world in asset ig 
ger than all but a handful of European 


— ша m—— — ——J 








FAR EASTERN ECONOMIC REVIEW æ 22 DECEMBER 1988 





53 






























and US banks — and 14th by disclosed 
profit. From 1978-87, published profit 
showed a 20% compound annual 


lace outside the Asia-Pacific region. 


ble Hongkong is | 
rather ironic when 
one considers that the 
bank, for most of its 
123-year existence, 


remains European to a man. 

The bank has missed opportunities 
in Thailand and India, where it was the 
first to introduce retail cash dispensers. 
Despite early promise, when the Hong- | 
kong Bank helped advise the Japanese | has operated in precarious conditions. 
Government on monetary reform more China's politics have always im- 
than 100 years аро, performance in pacted on the bank's operations. This 
Japan has also been weak. time, the race against history involves 

Still. the Hongkong Bank retains mainly the territory's reversion to China 








ble Western banks. Automation has The first is to diversify, globally, a 
played a major part in cost control, and | business strategy which emphasises the 
the 1989 priority is to continue develop- | bank's Britishness and its later role of 
ing the bank's commercial and retail financing the Hongkong Chinese — this | 
computer operations. time as emigrants in Canada, Australia 

The target is to create a multi-na- | and the US. The second is to take the 
tional electronic payments service of | devil by the horns. Tempted by the po- 
some 20,000 terminals, one of the | tential, the bank wants to return to its 
largest in the world, under the aegis of | roots by rebuilding links in China itself. 
the Hongkong Bank, one of the world's | Renewed contact with China has 
most international banks. п | come primarily through trade finance | 
[w | and loans to Hongkong manufacturers 






A y / to relocate plant in order to avoid Hong- 
co pee Ам, kong's rising labour costs. Margins on | 
N ESSEN CN The burgeoning re-export trade are 
4 not as fat as on domestic exports. 
The business, however, is more 
profitable than the Japanese banks' 
strategy of huge sovereign lending to 
Chinese Government entities at mar- 
gins which amount to virtual dumping of 
money. 
The bank's raison d'étre has always 
been to finance trade, originally British 




















Relying on its 
inner reserves 


TS Hongkong Bank's growth into a 
global bank confronts it with tough 
choices on disclosure and capital flexibil- 
ity. As the largest foreign bank in the 
US, Hongkong Bank is interested in a 
Wall Street listing which would enhance 
name recognition and diversify the 
bank's capital-raising sources. 

But two problems have first to be 
overcome. The major one relates to the 
bank's disclosure policies; the lesser to 
the value of the shares traded. Inner re- 
serves are regarded as a sacrosanct issue 
at the bank, and Purves stresses that no 
plans exist to ask the Hongkong Govern- 
ment to amend the Banking Ordinance 
to allow for full disclosure. 

“T really don't think that disclosure is 
a factor in the share-price rating," 
Purves says. “The Swiss and German 
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Facing up to the future 
E Diversification has mostly taken by drawing on the past 


his partly reflects local nationalism in | ининин Fear that the Hong- [у ' 
Southeast Asia. It also mirrors the bias | =i kong Bank is straying ^ 
of the bank's senior management which from safe and profita- ' 


formidable strengths. The bank is re- | in 1997. The bank is responding to the | ! 
garded as well managed, with operating | challenge in two ways, both of which a | dm i: ә 
costs some 25% lower than in compara- | draw on its past character. The bank in 1977: retail dominance. — 






















imperial trade in China and Southeast 
Asia. Conditions in I9th-century China 
sometimes resembled those in mod 
day Lebanon. Yet the bank finar 
trade, developed a lucrative retail busi- 
ness and floated loans to the Imperial 
Chinese Government to meet the sec- 
urity threat from Russia and France. 
For 80 years, the Hongkong Bank 
functioned as an ancillary of Britain's 
China policy of free trade and a reduced 
role for rival imperial powers. 

Only after Mao Zedong's rise did the 
Hongkong emphasis grow. The bank's 
new role was as the territory's establish- 
ment banker and financier — first to the 
wealthy Shanghai shipowners and in- 
dustrialists who fled to Hongkong after 
1949, and later the Cantonese property 
tycoons and entrepreneurs of the 1970s. 
The bank prospered as Hongkong's im- 
portance grew as a trading and manu- 
facturing centre. 


——————————————————————————————""— 


banks have no disclosure and are among 


| the strongest banks. Banks in Bri 


have full disclosure but trade on lo 
p/es than us." 

But the difference between the Hong- 
kong Bank and the Swiss and West Ger- 
mans is that the Hongkong Bank is a di- 
versified international bank, whose va- 
rious interests hold large slabs of loss- 
making LDC debt. 

Uncertainty about capital strength 
does not induce a positive investor rat- 
ing. Clearly, inner reserves cannot be 
said to enhance shareholder value. 

Moreover, the Basle capital ade- 
quacy proposals discriminate against 
inner reserves. As secondary capital, 
inner reserves lack the enhanced gearing 
of primary capital (which includes dis- 
closed, retained profit). 

The bank also faces an internal prob- 
lem with inner reserves, US subsidiary 
Marine Midland and Midland Bank are 
required to make full disclosure, which 
means the parent Hongkong Bank must 
provide inner reserves for the whole 
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Retail dominance was entrenched in 
its 1965 rescue of Hang Seng Bank, 
Hongkong's largest Chinese bank. With 
unparalleled asset rejurns of 1.1% and 


more, the 61.5%-oWwned Hang Seng | 800- 


Bank is the most profitable subsidiary in 
the Hongkong Bank's federation. Some 
80% of Hang Seng Bank's profit comes 
from mortgage and trade finance for 
middle-sized companies, on which mar- 
gins are fat. Overheads have been 
tightly controlled. The two banks' 
branch networks provided invaluable 
economies of scale as the group up- 
graded its computer network. 

The Hongkong Bank also marketed 
aggressively in the new housing estates. 
Time and again, size and its establish- 
ment role enabled the bank to benefit 
from a depositors’ flight to ultimate 
safety during political crises — as in 
1949 and 1967 — or the 1983-85 smaller 
banking crisis. For many years, a Hong- 
kong Bank-enforced cartel on retail de- 
posit rates ensured high banking mar- 


А` the Hongkong Government's 
banker and the territory's central 
clearer, the Hongkong Bank also 
wielded effective power over the terri- 
torys monetary system. Market talk 
says the bank was able to double the size 
of inner reserves — undisclosed profit 
held on the balance-sheet as a device to 
reassure depositors of their money's ul- 
timate safety — by holding uncovered 
US dollar positions in the 1983 run on 
the Hongkong dollar. 
All this, however, is changing. The 
Hongkong Government is acquiring 
reater interventionist powers in the 
inter-bank market, though the bank 
says it can offset lost earnings through 
more active inter-bank trading. 


group. As the group's profit grows and 
sources diversify internationally, the 
in on the parent bank will become 
more acute. 

Indeed, this fact alone suggests that 
the parent bank will have to abandon 
previous allocation quotas for disclosed 
profit and inner reserves. Sticking with 
the old quotas would endanger another 
policy: that disclosed profit shows the 
bank’s general profit “trend.” The 
Hongkong parent’s disclosed earnings 
would then bear no relationship to true 
profit, and the group’s share rating 
would likely become even worse. 

Even if it does not abandon inner re- 
serves, Basle rules and profit realities 
make it likely that the Hongkong Bank 
will disclose an increasing proportion of 
group profit. Purves himself recognises 
this. "Nothing is set in cement," he says. 

Purves attributes the bank's poor 
share rating to the weak Hongkong dol- 
lar, investor disfavour with interna- 
tional banks, and the Hongkong stock 
exchange's cumbersome system of board 
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bank’s failed bid to manage the stock 
exchange's central clearing and deposit- 
ary system. 

In China, the Hongkong Bank has 
three branches, in Shanghai, Shenzhen 
and Xiamen, and five representative of- 
fices. Hang Seng Bank has two repre- 
sentative offices. The Hongkong Bank's 
shorter-term objectives are to increase 
its number of branches and broaden the 
range of permissible foreign-currency 
activities. 

The longer-term hope is to be al- 
lowed to take deposits and lend in ren- 
minbi. At this point, the political 
scenario becomes intriguing. As а 
China/Hongkong bank, the Hongkong 
Bank could play a major role in upgrad- 
ing China's retail bank Belo. the 
world's largest undeveloped market. 
Wide circulation in southern China of | 


Another sign of changing times is the | Hongkong dollar banknotes has already | banks’ computer systems and a joint Far 


lots which inhibits institutional holdings. | 

The bank's policy of capitalising 
inner reserves in bonus issues to | 
shareholders is also an obstacle to a Wall 
Street listing. The shares presently trade 
at around HK$6.25, which makes it a 
penny stock in US currency terms — 
being less than US$1. Citicorp trades 
at US$26.12, Chase Manhattan at 
US$27.75 and Bank of America US$17.75. 

To raise the market price, Purves 
suggested at this year's shareholders' 
meeting that the share-bonus policy | 
should not be taken for granted. How- | 
ever, an end to bonus issues might prove 
unpopular with local Chinese investors, 
who like the idea of receiving an unpaid 
extra share. The increased scrip supply 
also improves liquidity. 

Purves says the question of future | 
bonus issues remains unresolved. He | 
adds, a touch plaintively: “The board 
will have to take into account what the 
Chinese shareholders want. I never said 
there would be no further capitalisation 
issues." — Christopher Marchand 





| been enthusiastic about buying a high- 


| Bank with Midland's assets in Canada 


The bank today: tough choices. 





и чў 
given note-issuer Hongkong 
Bank a high profile in at least 
part of the country. 

Says Purves: "Will the 
world see the Hongkong Spe- 
cial Administrative Region as 
a communist regime? Clearly, | 
sovereignty will change but 
the rest of the world may see a 
huge economy struggling with | 
problems. By the end of the 
century, China may be the 
most attractive country for | 
expansion, and who is to 
say that Hongkong will 
not be in a privileged posi- 
tion?” 

The Midland Bank link | 
also features large in the 
Hongkong Bank's strategy 
87 Despite its LDC loan draw- 
backs, Midland may well 
prove the answer to Purves’ 
prayers. The bank had never 


priced continental European bank, and 
Midland's operational fit, a British 
clearer strong in West Germany and 
France, was perfect 

The three-year standstill on further 
investment also gives the Hongkong 
Bank time to evaluate Midland Bank 
chairman Sir Kit McMahon’s ability to | 
turn Midland around. An abortive out- | 
come would still leave the Hongkong 


and South Korea, and the ability to 
build a better European base than the 
unsatisfactory pre-Midland hodgepodge 
of branches, 

In reality, and despite complaints by 
junior management at the loss of corres- 
pondent European links, the Midland | 
tie may soon prove irreversible. Asset 
swaps, compatibility between the 
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East venture in non-recourse trade 
financing should be in place by 1990. 

As for LDC debt, Purves stresses 
this is a problem for Midland to solve. 
Midland, however, is just 27% pro- 
visioned and South America is unlikely 
to repay most (if any) of the debt. Mid- 
land would obviously provision from 
earnings. Purves may be tempted to 
trade off part of Hongkong Bank's inner 
reserves for control of Midland. 

The Bank of England (BoE) prob- 
lem would also have to be resolved. The 
British central bank blocked the Hong- 
kong Bank's bid for Royal Bank of Scot- 
land, citing the bank's foreign and un- 
regulated character. Since then, Bri- 
tain's takeover climate has become 
more liberal while Hongkong's bank 
regulation has been greatly improved. 
The Hongkong Bank would also buy 
control of Midland only with its con- 
sent. But if the BoE found the Hong- 
kong Bank too un-British in 1981, how 
much more valid would this be of a 


China/Hongkong bank in 1997? 

One suggested solution has been to 
shift the incorporation of the Hongkong 
Bank's offshore interests out of Hong- 
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Hang Seng Bank: not for sale. 





kong, either to Britain or a tax-free 
haven such as Bermuda. But a tax haven 
would again return the bank to an "un- 
regulated" domicile, while a British 
base — even in Margaret Thatcher's 
Britain — would double the Hongkong 
Bank's tax rate. China would probably 
be unhappy about any reincorporation. 

The most likely scenario is that the 
Hongkong Bank will bide its time: con- 
centrating on making the relationship 
with Midland work, and assessing 
China's progress in tackling corruption 
and continuing with economic reform. 
Decisions such as selling or reducing the 
Hang Seng Bank stake, to cut Hong- 
kong exposure and raise funds for over- 
seas growth, are not at hand. Of course, 
the ultimate prize would be both Mid- 
land and a larger role in China. 

As executive director John Gray 
says: "It depends on your view of Hong- 
kong and the future, of the likelihood of 
the [Sino-British] Agreement being 
kept. We would find it very difficult to 
surrender a franchise in one of the most 
exciting parts of the world for a maturer 
European economy." 

— Christopher Marchand 
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Marine Midland sees light 
at the end of the tunnel 


In the post-war era, 
the Hongkong Bank's 
entrepreneurial and 
conservative blend 
has been most evi- 
dent in its takeover 
strategy. Hongkong's 
small economy forced 
the bank to think internationally. Even 
so, the bank has been unusually canny 
and lucky in its takeovers. The typical 
target was a bank in difficulties. Capital 
was injected, sound banking principles 
applied and value unwound through a 
long-haul turnaround. 

The HK$50 million paid in 1965 for 
control of then troubled Hang Seng 


HONGKONG BANK 
Roce ogainst History 





Bank, Hongkong's largest Chinese 
bank, has mushroomed today to a 
HK$12 billion market value. The 


British Bank of Middle East (BBME) 
was bought in the late 1950s, just as oil 
revenues began to transform the region. 
The BBME represents the Hongkong 
Bank's warrant on future oil price rises. 
And had the Bank of England not 
blocked the bid, the Royal Bank of 
Scotland would today be hailed as 
another great buy. 

The Hongkong Bank catapulted into 
the big time with the 1980 purchase of 
52% of Marine Midland Bank Inc. 
(Marine), a near-bankrupt New York 
State bank. With US$26.5 billion total 
assets, Marine accounts for some 25% 
of Hongkong Bank group assets. As the 
bank's flagship in its second operational 
base in North America, Marine turned 
the Hongkong Bank into the largest for- 
eign bank in the US. 

The Asian bank's capital support 
and hands-off policy were important 
factors in the Marine takeover. Marine 
liked the Hongkong Bank's structure as 
a global federation of banks, in which 
constituent parts retain their own iden- 
tity. Learning from the lessons of its first 
US subsidiary, the Hongkong Bank of 
California, where the bank's expa- 
triate British management made little 
progress, the Hongkong Bank wanted 
to buy Marine's American manage- 
ment. 

Buying management is fine if results 
are up to scratch. Marine, however, 
got trapped in LDC, shipping, real es- 
tate and energy bad debts. Expense 
ratios were greater and profit con- 
sistently poorer than for competit- 
ors. According to Salomon Brothers' 
review of US bank performances, 
Marine's average return on equity from 
1980-86 was 10.4% a year. That com- 
pared with 13.8% for the US money- 
centre banks and 12.7% for the US re- 
gionals. 

Citibank's historic USS3 billion LDC 
debt provision in May last vear brought 








Marine's opens to a head. In keep- 
ing with the Hongkong Bank's conser- 
vatism, chairman William Purves de- 
sired that Marine make greater LDC 
provisions than most US banks. But 
Marine argued that higher provisioning: 
would erode capital and hamper 
growth, the share price and the ability to 
raise new capital. 

As the Hongkong Bank wanted the 
decisive say, the solution was to 
privatise Marine, Bank regulatory 
rules, which make the Hongkong Bank 
fully liable for  Marine's capital 
shortfall, were additional motive to 
privatise. 

The US$83-a-share take-out was 
priced ata 76% premium to book value. 
The timing, at the market's peak, added 
little to Purves’ reputation as апас ' 
investment banker. But по one ci | 
an imminent market crash during the 
summer of 1987, and the Hongkong 
Bank, after eight years with Marine, felt 
impelled to act. 

Expense control is the first sign of 
the Hongkong Bank's tighter rein. Loan 
quality is being stressed over asset 
growth, and the earnings target is to 
outperform Salomon Bros’ profit 
growth index for both the US money 
centre and regional banks. When 
Marine chairman John Petty took early 
retirement this year, he was replaced by 
his deputy Geoffrey Thompson, a one- 
time Newsweek journalist. 

Earnings growth is based on a hybrid 
regional and national commercial bank 
strategy. Marine must defend its en- 
trenched retail network in upstate New 





Floundering 
in red ink 

he Big Bang strategy of commercial 

banks buying into securities firms 
and financing massive expansion lies in 
tatters these days. Even the best brokers 
are floundering, and Hongkong Bank- 
owned James Capel is likely to report a 
HK$100 million loss this year. If so, 
Capel will have reported losses for two of 
its three years since the Hongkong Bank 
gained full ownership. 

Politically, the Hongkong Bank 
gained from the James Capel purchase. 
The willingness of one of Britain's lead- 
ing stockbrokers to be bought by the 
bank was important in rebutting the 
Bank of England's portrayal of the 
Hongkong Bank — when it blocked the 
bank's contested bid for Royal Bank of 


Scotland in 1981 — as an unregulated, 
non-British fringe outfit. 
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York, one of the five 
largest in the US. 
Higher margin lending 
to small- and medium- 
sized companies in the 
northeast is another 
major target while 
Marine's national, 
asset-based consumer 
franchise is being ag- 
gressively expanded In 
credit card administra- 
tion and car, residential 
mortgage and student 
lending. State and 
municipal underwriting business is 
sought nationwide. 


M also helped pioneer loan sec- 
uritisation, the sale of asset-based 
consumer loans in the secondary mar- 
ket, as a means of stabilising its earn- 
ings. By securitising surplus consumer 
loans — and releasing scarce capital for 
more growth — Marine hopes to avoid 
"*- worst of an interest rate-induced 

p in consumer loan demand. Less 
consumer business would simply lead to 
а cut in securitisation offerings. 
Marine's profit this year, after US$50 
million of Brazil's interest arrears are 
added back, should amount to US$200 
million. 

Hovering over Marine's recovery is 
the spectre of LDC debt, the Basle 
capital adequacy accord and the prom- 
ise of eventual abolition of the Glass- 
Steagall Act separating banking and 
stockmarket activities. Deregulation 
would allow US banks to diversify 


across state frontiers and into invest- 
ment banking. But further LDC provi- 
sions would detract from Marine's pre- 
sent 8.71% ratio of primary capital to 
assets. The Basle target is 8% by end- 
1990. 











Thompson told the REVIEW that 
Midland needs no support from the 
Hongkong Bank for working capital. 
He thinks LDC provisions are now also 
adequate, and he expects to reduce 
Marine's US$2 billion LDC debt by a 


long-term incremental process. "Part of | 


the reason for our poorer-than-average 
performance in the last five years is that 
we invested in a whole series of new 
consumer businesses. Now they are 
coming on stream and we have an en- 
gine room of growth," he says. 

Still, consumer bankin 
vogue in US banking. Citibank, for 
example, plans aggressive moves in this 


area. Competition will intensify, and | 


banks with low expenses and a high 
market share will do best. Thompson 
agrees that Marine must acquire other 
banks to build market share. But he 
notes that high premiums on bank sales 
might make it more profitable to grow 
organically. He wants first to establish a 
"proven track record." 

Behind Thompson's reticence are 
two factors: the need for Hongkong 
Bank capital to finance any takeover 
and a future consolidation in US bank- 
ing which could reduce premiums on 
takeovers. As it is, Marine will take over 


is the latest | 





First Pennsylvania 
Corp. (US$6 billion as- 
sets) in 1990, as part of 
planned growth in the 
northeast. 

Certainly, the рагі- 
ous financia! state of US 
banking ani the Basle 
accord make a major 
shake-out merely a mat- 


ter of time. No bank at 
present not even 
Citibank — has a more 


than 3% market share in 
the US. 

Purves also agrees with the need-to- 
acquire analysis, and targets California 
— with its large Asian population and 
trans-Pacific links — as an obvious area 
to expand. After 1991, a New York 
bank will be permitted to move into 
California. “In the next few years, we 
will not put new capital into Marine," 
Purves says, "but we've got a major 
business to develop in the US." 

Meanwhile, Canada provides plenty 
of good cheer. The Hongkong Bank of 
Canada has grown exponentially in the 
past two years, after takeovers of the 
ailing Bank of British Columbia (BBC) 
and Midland Bank of Canada. The 
BBC's dowry was a large indigenous re- 
tail base in British Columbia, while 
Midland brought a clientele of large 
British companies. 

The Hongkong Bank's own trade fi- 
nance and middle-size corporate lend- 
ing — and hopefully the retail business 
of many of the emigrating Hongkong 
Chinese — should further enhance 
value. With C$4.6 billion (US$3.84 bil- 
lion) in assets, the Hongkong Bank of 
Canada is Canada's second-largest for- 
eign bank, and the biggest bank head- 
quartered in Vancouver. 

— Christopher Marchand 





The Hongkong Bank's federated 
lagerial approach is ideally suited to 
»ckbroker such as Capel. The British 

firm has largely avoided the personnel 
upheavals of other major stockbrokers, 
and its market penetration in Asia has 
been effective. Despite that, Capel has 
not escaped the errors of Big Bang. A 
fivefold increase in staff numbers to 
2,000 and heavy computer investment 
have left the London office bleeding in 
the current bear market. 

Capel's woes contrast with the Hong- 
kong Bank's long established merchant 
bank, Wardley. Wardley's profit rose 
143% to HK$430 million last vear. With 
Wardley again re-asserting its grip in 
corporate finance — lost after its star 
corporate finance team defected to 
Citicorp in 1985 — and expanding in 
loan syndication and fund management, 
the merchant bank could hold its profit 


at last year's level. 
Wardley is also encroaching into 
Capel's stockbroking terrain. But 


executive director John Gray — who 
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oversees the Hongkong Bank's invest- 
ment bank holdings — does not view 
competition as a bad thing “аз long as it 
doesn't get out of hand." Gray sees 


Wardley as the group's corporate fi- | 


nance arm and Capel as the stockbrok- 
ing arm. 


For now, the bank is content to let | 


Capel's management figure out how to 
cut losses. However, stockbroking's 
boom-and-bust cycle inevitably raises 
questions about committing a bank's 
capital to a stockbroker. Citicorp's an- 
swer is to integrate stockbroking into its 
wider investment banking network. 
Through Wardley, the Hongkong Bank 
is drifting in the same direction. 

If Capel proves unable to contain its 
losses, closer ties with Wardley could be 


on the cards. The two have already merg- | 


ed their Australian interests, and cooper- 


ate closely in Singapore. A smaller Lon- | f 


don sales office and Wardley's stronger 
earnings base would give the Hongkong 
Bank more stable earnings from securities 
operations. — Christopher Marchand 








Hongkong stockmarket: Wardley vs Capel. 





































































Now for Bush bonds 





US state government plans to tap samurai market 


By Nigel Holloway in Tokyo 


he commonwealth of Kentucky 

plans to issue up to ¥12.5 billion 
(US$102.04 million) in samurai bonds 
— yen-denominated bonds offered by 
non-residents in Japan — as soon as it 
can find a managing underwriter. If the 
issue goes ahead. it will be the first time 
a US state government has tapped the 
samurai market. It raises the intriguing 
prospect of "Bush bonds." 

President Reagan cold-shouldered 

the notion of denominating some of the 
US’ huge government debt in yen, but 
Kentucky’s move does suggest that his 
successor could reverse the position and 
“issue “Bush bonds.” The newly de- 
‘parted Japanese finance minister, 
‘Kiichi Miyazawa, raised the idea at an 
` international conference in Tokyo on 11 
г December. 
There is a big difference between 
Kentucky denominating some of its 
debt in yen and the US Government 
doing so, but it comes at a time when 
people are wondering how president- 
elect George Bush's handling of the 
US$2.6 trillion national debt will differ 
from that of his predecessor. Nicholas 
Brady, Bush's (and Reagan's) treasury 
secretary, has said nothing significant 
about yen bonds, analysts say. 

Some senior figures in Tokyo, nota- 
bly Tovoo Gyohten, the vice-finance 
minister for international affairs, have 
urged the US to go directly to its main 
creditor — Japan — and borrow in yen. 
- Japanese institutions have frequently 
` bought up to 30% of all new US Treasury 
bonds at auction. Thus, the argument 
runs, issuing US debt in yen would 
merely acknowledge that Japan is al- 
ready underwriting a large part of the 
federal debt. 

It would also signal to foreign ex- 
change markets that the US wants to 
stabilise. the dollar, since a fall in the 
dollar would increase the cost to US tax- 
payers. of servicing foreign currency- 
enominated debt. The US would also 
‘be able to accumulate reserves of for- 
eign exchange with which to intervene 
should. the dollar come under down- 
ward pressure. 

US: sources say the idea of issuing 
уеп bonds was discussed in Washington 
- last year by the treasury secretary, and 
was rejected: One reason for repudia- 
tion was that the US was considered to 
have enough ammunition to defend the 
dollar in its swap lines with other central 
:banks. The US Treasury can also buy 


the International Monetary Fund, as it 
did earlier this year. 
But the main argument against the 


yen through special drawing rights at | 





proposal was political — the need to 
avoid the appearance of weakness. 
Former president Jimmy Carter disco- 
vered to his cost the force of this argu- 
ment when he issued Deutschemark-de- 
nominated bonds in the late 1970s as 
part of a series of measures to shore up 
the dollar. 

Anthony Solomon, Carter's treasury 
undersecretary for monetary affairs, at- 
tended the same symposium as 
Miyazawa. He strongly rejected the 
idea of Bush bonds. Issuing bonds in a 
strong currency, he said, would lull the 
US into the belief that the US federal 
deficit could be financed painlessly. 

The vield on US Treasury bonds is 
about 9% , compared with around 4.5% 
on 10-уеаг Japanese Government sec- 
urities, and the cheapness of samurai 
coupons (after tax) is a main attrac- 
tion to Kentucky. The state would swa 
most of the money raised into US dol- 
lars. A portion would remain in yen to 
lend directly to Japanese firms, says 
Robert Reiner, vice-president of Stand- 


AVIATION 


SIA spawns a 
new carrier 


Tradewinds airline will 
serve Asian cities 


By Michael Westlake in Hongkong 
A new airline is due to start flying next 
month from Singapore to Asian 
destinations. including Medan in In- 
donesia; Chiangmai, Phuket. Haadyai 
and Pattaya in Thailand: Rangoon in 
Burma, and Cebu in the Philippines. 
And it is likely to seek more destina- 
tions if the present burgeoning demand 
for airline seats in Southeast Asia con- 
tinues. 

But the emergence of the new carrier 
does not mean that Singapore Airlines 
(SIA) is about to face stiff competition 
in its home base. The new airline is 
Tradewinds, SIA's wholly owned sub- 
sidiary, which, until now, has acted as a 
travel agent, marketing tours and or- 
ganising charters using SIA aircraft. 

SIA wants to drop narrow-bodied 
aircraft operations and is selling its four 
Boeing 757s, replacing them with three 
wide-bodied Airbus Industrie A310s. 
So it is giving Tradewinds some of its 
secondary destinations. These have 


























| & Poors Asia, a credi 
agency. Toyota, for example, ha 
plant in the state. 

Kentucky is not. the only significant 
US borrower in yen. In November, Los 
Angeles County said it planned to issue 
0755100 million worth of yen-denomi- 
nated bonds in the form of a private 
placement with Nippon Life Insurance 
and Long-Term Credit Bank. The Fed- 
eral National Mortgage Association has 
made a shelf registration to issue 
samurai bonds. 

New issuers are needed to breath life 
into the samurai market. The value of 
yen bonds issued by non-residents total- 
led only ¥596 billion in the first 10 
months of the vear. This was higher 
than the ¥498 billion for the whole of 
1987, but alot less than the peak of €* 1.3 
trillion in 1985, reached before borrow- 
ers were lured away to the more 
liberalised Euroyen market. 

Although shelf registration, intro- 
duced in October, has helped to im- 
prove issuing procedures, the secondarv 
samurai market is still too small ic 
tract many Japanese institutional nu 
vestors. Eligibility conditions and pric- 
ing rules for private placements by de- 
veloping countries have been relaxed, 
but the market still has a long way to go 
before it has a significant impact on the 
recycling. of Japan's current-account 
surplus. 





proved uneconomic for SIA's wide- 
bodied aircraft because of insufficient 
passenger demand. 

It is also helping Tradewinds to lease 
a 130-seat McDonnell Douglas MD87 
twin-engined jet from Irish-based Guin- 
ness Peat Aviation (GPA). Tradewinds 
will continue to lease wide-bodied air- 
craft from SIA when charter-flight de- 
mand warrants it. 

The deal with GPA also includes 
cockpit crews, though Tradewinds is 
now recruiting its own cabin staff. 

The leasing deal means. 
Tradewinds will pay for use of the air- 
craft from cash flow, not from capital. 
And a further benefit for SIA, apart 
from economies of scale through 
operating only wide-bodied aircraft. is 
that it will release its 757 crews for re- 
training on the bigger aircraft at a time 
when a crew shortage is becoming a seri- 
ous constraint on growth, a problem 
many other carriers are facing. 

SIA’s 757s will be sold to US-based 
International Lease Finance Corp. 
(ILFC) in 1990, together with one of its 
Boeing 747-200s. Two other 747-200s 
have already been committed to ILFC 
for 1989. They are due to be leased to 
British tycoon Richard Branson's Vir- 
gin Atlantic. The sales package is re- 
portedly wortha total of US$306 million 
to SIA, which wants to sell off its 747- 
200s progressively as 14 new ultra-long- 
range 747-4005 enter service. The first 
two arrive in January. 
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COMPANIES 


Catapult to the big time 


A big Hongkong property deal raises doubts about motives 


By Jonathan Friedland in Hongkong 
Az of young Hongkong invest- 

ors, with modest tangible assets but 
claiming close ties to Peking, is attempt- 
ing to vault into the financial big league 
with the multi-billion dollar purchase of 
a prime local property. The manoeuvres 
since mid-November by the mysterious 
S. Zhongshan International Investors 
Co. raise questions about its source of 
funds as well as the motives of the prop- 
erty seller, listed construction concern 
Shui On Group. 

The announced sale on 21 November 
of the harbourfront Shui On Centre for 
a total consideration of HK$2.5 billion 
(US$320 million), or a staggering 
HK$4,000 a ft?, has been good for 
everyone's business. It helped spark the 
Hongkong stockmarket into a brief re- 
spite from its doldrums; it pushed up 
Shui On shares by some 4096 before 
moderation set in; and it has formed the 
basis for a widespread revaluation of 
commercial property in the up-and- 
coming Wanchai area. 

The problem, according to local 
brokers, is that the deal may never be 
consumated. In this case, a lot of share 
and property values would have briefly 
benefited from a false assumption. 
There are worries that Zhongshan, 
which has committed an estimated 
HK$4 billion to property deals, may be 
overstretched. 

Some market-watchers are also un- 
comfortably reminded of the impact on 
the market of the “sale” and subsequent 
cancellation of a HK$1 billion property 
deal between International City Hold- 
ings and Peking-owned Everbright In- 
dustrial Corp. in 1984. Others even 
point to the early days of Carrian Invest- 
ments and its rumoured Peking backers. 
; Zhongshan is rumoured in the mar- 
| ketplace to be offering Shui On Centre 
to Japanese investors willing to pay top 
dollar for one of the few single-owner 
* office blocks left in the territory's busi- 
` ness hub. This is denied by Zhongshan 
г officials who claim their investment is 

long term. 

The one-year-old Zhongshan is 
fronted by a 26-year-old Fujian-born, 
Honduran national named Luis Chang 
Soh, who apparently emigrated to Cen- 
tral America from Shanxi 16 years ago. 
A statement on file with the Securities 
and Exchange Commission (SEC) says 
that Chang "has considerable experi- 
ence in real estate development in 
Hongkong, Canada, the US and South 
America." It also says that he is a direc- 
tor of the “Automation Technology In- 

stitute International USA Inc." 
The youthful Chang's first major ap- 





pearance on the Hongkong business 


scene was in August when he paid | 


roughly HK$40 million in cash for a 
5696 stake in Pistola Investments. Pis- 
tola was a year-old company owned by 
Martin Kwok Ying-chuen, a Hongkong 
broker who claims substantial Taiwan 
food and beverage company holdings. 
Kwok's investment bankers said he 
needed Chang's money to complete a 


HK$97 million takeover of listed prop- | 


erty company Sun On Estates. 

Shortly after the Pistola deal, Chang 
made a HK$700 million offer for the ail- 
ing Carlton Hotel in Hongkong's New 
Territories. He also purchased, for an 
estimated HK$160 million, a Hongkong 


Island luxury apartment block. Withthe | 


Carlton offer, Chang along with his ap- 


parent partner in Zhongshan, a Hong- | 


kong building supplies company manag- 
ing director named Fok Chun-wah, 
began hinting that their firm had close 
ties to influential mainlanders. They 
named Feng Lingan, the Peking-based 
vice-chairman of the Soong Ching Ling 
Foundation (a welfare fund named after 
the late widow of Sun Yat-sen), as a 
company founder. Chang, Fok and 
Feng are the only individuals on the 
Zhongshan board. 

It was also at this time that the local 
press began reporting that Zhongshan 


POLICIES 


Easing the 
cash squeeze 


Thailand may open door 
to more foreign banks 


By Paul Handley in Bangkok 


F oreign banks may be able to increase 
their presence in Thailand under a 
new set of policies designed to counter 
the pressures created by rapid economic 
growth. In a statement to the local 
press, Finance Minister  Pramual 
Sabhavasu said that an opening up of fi- 
nancial markets, including an increase 
in foreign participation in the banking 
sector, would form part of his ministry’s 
efforts to combat Thailand’s widening 
savings-investment gap and maintain 
economic expansion. 

Foreign bank representatives in 
Bangkok were surprised by the strength 
of the minister's statement. Local news- 
papers quoted Pramual as saying that 
new foreign bank branches would be al- 


| hada net worth of HK$5-7 billion, put- 


| 





| Development Co., Hopewell Holdings 


| 13 






ting the company on a par with Hysan 


and New World Hotels, all major listed 
property development concerns. In an 
interview, Fok declined to put an exact 
figure on Zhongshan’s assets, saying 
only that the money *comes from Over- 
seas Chinese in America and South 
America." He declined to provide any 
information about Zhongshan's alleged 
holdings outside Hongkong. 

In November, Zhongshan really 
upped the ante with its HK$2.5 billion 


SHUI ON'S NEW PLATEAU 
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lowed. One foreign bank official said 
the idea had been suggested for years, 
but it had never received a favourable 
response from a finance minister. Local 
banks have vigorously opposed the idea 
in the past. 

A senior finance official said 
proposed liberalisation move could in- 
clude more branches for established for- 
eign banks as well as new bank licences. 
Pramual’s press statement is vague, 
however. Nevertheless, it does say that 
the Finance Ministry plans to allow 
“large foreign financial institutions" to 
enter Thailand with a “sufficiently 
large” amount of money to help develop 
the local capital market. 

The statement could indicate that 
the opening of financial markets will be 
aimed more at investment and mer- 
chant banks and be designed to force 
foreign lenders to bear the risks of for- 
eign currency loans. Thailand has re- 
cently made strong efforts to reduce its 
foreign debt levels, partly because of 
the heavy losses state and private bor- 
rowers have suffered as a result of for- 
eign-exchange fluctuations. 

The proposal appears to stem from 
the government's search for a way to in- 
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Centre. The offer, made through af- 
filiate Bonstag Co., represented a sub- 
< stantial premium over the. building’s 
. book value of HK$1.3 billion. Shui Оп 

. Group chairman Vincent Lo announced 
_ acceptance on 21 November, saying the 
= sale would allow his highly leveraged 
construction and property company to 


*; retire all its borrowings. The sale, to be 


. completed by 18 April 1989, would 


5; leave Shui On “with a considerable cash 


* surplus to finance our future growth," 
— Losaid. 
D Whatever the plausibility of 
_. Zhongshan's offer, the market did not 
_ Seem to mind: Shui On stock, having 
_ languished at a 40% discount to net 
. asset value for most of the post-crash 
= period, promptly recovered, climbing 
_ to HK$1.60 from a pre-suspension trad- 
_ ing price of HK$1.15. 

If Zhongshan's Peking connections 
are as substantial as it claims, the accep- 
, tance by Lo of its offer may have some- 
77 gito do with Shui On’s China busi- 
is . According to County NatWest 

brokers, the company has faced an up- 
hill struggle in eking profits out of its 
. construction activities there. 
| As of June, the group had contracts 
_ worth HK$1.4 billion under way. One 
, Senior broking analyst suggested that 
. the sale price premium may be a way of 
_ making up for the hard road Shui On 
. has faced since starting its China con- 
. struction division in 1984. He also noted 
_ that Lo serves as a prominent member 
_ of the committee drafting Hongkong's 
. Basic Law for the post-1997 era and 
. leader of the group of 89 conservatives 

who back China's position. п 


crease the funds flowing into the coun- 
try without lifting the US$1 billion a 
year ceiling on foreign borrowings. “It is 
one way of borrowing abroad without 
increasing foreign debt,” said a Hong- 
' y-based investment banker. 

ramual also outlined several other 
policies which are designed to combat 
the negative effects of this year's 10,5% 
GDP growth rate. These effects include 
a Baht 92 billion (US$3.7 billion) trade 
deficit; a liquidity squeeze which has 
pushed up interest rates to the ceilings 
set by the Bank of Thailand (BoT, the 
central bank); continued heavy loan de- 
mand despite the squeeze, and an ex- 
panding savings-investment gap. 

To tackle the liquidity squeeze, 
Pramual proposed removing a 15% 
withholding tax on long-term foreign 
borrowings by companies and commer- 
cial banks; a general reduction in taxes 
on offshore borrowings, and an increase 
in the net foreign borrowing limit for 


commercial banks from the current | 


20% of capital funds. 

To attract more long-term funds 
from abroad, Pramual said state enter- 
prises should list their shares on the Sec- 
urities Exchange of Thailand. 


. total consideration offer for the Shui or FINANCE 


Japan's paper chase 


Commercial paper market enjoys spectacular growth 





| 





By Nigel Holloway in Tokyo 
J apan's year-old market for com- 
mercial paper (CP) is being used less 
as a playground for zaiteku — the game 
of making money make more money. 
This may lead to a decline in issues for a 
while, until the market is used in the 
way the Ministry of Finance (MoF) in- 
tended, namely as a means for com- 
panies to raise short-term cash for their 
everyday operations. 

CP is, in effect, a corporate IOU last- 
ing up to nine months. Outstanding is- 
sues reached ¥8.3 trillion (US$67.67 
billion) as of the end of October from a 
standing start in November last year — 


| making it the world's second-largest CP 
| market. This spectacular growth came 


about mainly because companies could 
use the money raised to invest in certifi- 
cates of deposit (CDs) or large-denomi- 
nation time deposits at interest rates 
around 50 basis points higher than CP 
rates, with virtually no risk. 

The trading companies caught onto 
this early, and Mitsubishi апа 
Sumitomo are the largest CP issuers, 
having offered ¥3.2 trillion and ¥2.1 
trillion respectively, out of a total of 
¥20.9 trillion. When the МОЕ inter- 
viewed them recently about their CP 
operations, they admitted that the 
money had been used for zaiteku, but 
claimed it was increasingly being em- 

loyed in their mainstream activities. 

his may be true, since the yield diffe- 
rential between CP and CD disap- 
peared in October and does not look 
ready to reappear. 

The MoF says that one reason for the 
narrowing differential is that the CP 
market has expanded. As new issuers 
entered the market, they were not able 
to drive as hard a bargain over coupons 
with underwriters as the top-tier trading 
houses. A total of 91 firms tapped the 
market up to end-October. In order to 
broaden the market further, the minis- 
try has relaxed the eligibility criterion 
for issuers and introduced credit ratings 
into the market. The changes took place 
on 15 December as part of an official 
review of the way the market was de- 
veloping. The changes mean 400-450 
firms will be able to issue CP, compared 
with 200 before. 

In addition, 100 firms can offer CP 
without requiring a back-up credit line, 
compared with 60 before. This will dent 
the comparative advantage banks had 
over the securities houses in the market 
(it is the only quasi-securities market 
where the two types of institutions com- 
pete head on), because the fees earned 
on the credit line allowed the banks to 


п i dd the issuers lower coupons than the 





— ысды | 


securities houses, The banks' share of 
underwriting rose from 59% in De. 
cember 1987 to 82% in October. The 
other main reform was to halve the 
minimum maturity of CP to 14 days. 

The most important reason for the 
closing of the differential between CP 
and CD yields, however, has heen the 
major shake-up in the short-term 
money market since the end of October 
(REVIEW, 15 Dec.). 

In the middle of the year, tradi- 
tional operations in the short-term: 
money markets collapsed as a widening | | 
gulf emerged between Bank of Japan | | 
(sol) influenced interbank rates (bills 
discounted) and open-market rates. E 
This gap stemmed from the Bofs | 
determination to signal an easy money. 
policy to the foreign-exchange markets || 
and thus help keep the yen down, But 
another ке was for money to flee to 
higher yielding instruments — thus ef- 
fectively undermining the BoJ interest 
rate-influencing money market opera- 
tions. : 

With alarm bells ringing, the BoJ de- 
regulated the interbank market, shor- 
tening the minimum maturity of bills 
discounted and extending the maturities 
of uncollateralised call loans. As a re- 
sult, the gap between open-market à 
bill-discount rates has fallen — and with 
it the differential between CP and CD 
rates. 

Bankers say that zaiteku will not dis- 
appear from the CP market overnight. 
Blue-chip issuers will still be able to 
command low enough coupons to en- 
able them to make a “turn” on the yield. 
differential. But there will now be less: 
reason for investors to hold CP at un- 
realistically low rates. 

In the past, the sogo and regional 
banks were among the largest buyers, 
because even though the yield was low, 
it was still higher than they could earn 
on the interbank market. Now that in- 
terbank rates have risen in the wake of 
the reforms, CP rates will have to rise 
thereby stimulating а currently 
moribund secondary market in the. 
paper. 

Economists at Sumitomo Bank think 
the amount of outstanding issues will 
grow to about ¥ 10 trillion within a year. 
The next big changes will come when | 
the finance bureaucrats can agree on fem 
ducing the stamp duty to a flat rate of - 
¥200 (abolishing the sliding scale} and. 
when the central bank starts intervening | 
in the CP market to influence interest 
rates. Both could happen by the end af 
next year, when the MoF conducts il 
next review of the market. 
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€ EVERYONE in Malaysia, it seems, 
is jumping onto the conference band- 
wagon. Hardly a day goes by without 
a new brochure landing on Shroff's 
desk, promising two days of scintillating 
discussion about this, that and the 
other, to be opened by Yang Berhormat 
such-and-such, with seminally impor- 
tant papers to be delivered by a bunch 
of worthy-sounding Tans Sri and Da- 
tuks, most of whom — on inspection 
of the fine print — turn out to be on the 
advisory committee of the organising 
body. 

A typical example was announced 
earlier this month by the Research Insti- 
tute of Investment Analysts Malaysia, 
or RIIAM, on the bland-sounding sub- 
ject of "Industry Trends and Outlook," 
to be held on 19 December. On closer 
inspection, however, it seemed to offer 
a little more meat than most, but what 
really grabbed the attention was the 
item "Opening Remarks," to be deliv- 
ered by “Nik Mohamed Din bin Datuk 
Nik Yusoff, chairman of the Kuala 
Lumpur Stock Exchange [KLSE] and 
Board of Governors, RIIAM." 

The date of the conference, 19 De- 
cember, is one day 
after the scheduled 
date of the KLSE's 
annual general 
meeting. at which 
Nik Din was to 
stand for re-election 
to another three- 
year term as KLSE 
chairman. Clearly, 
either Nik Din, or 
the KLSE — orboth 
— knew something 
that the public did 
not. 

As it turns out, 
of course, the 
Ministry of Finance 
knew something 
that neither Nik 
Din, nor the KLSE, 
nor the public knew: 
there would be no 
elections for the 
post of chairman, 
pre-determined or 


Fallout from a bungled coup 











In the ensuing confusion, it was 
thought that Nik Din might stand a 
chance of remaining chairman again if 
he gave up his stake in the stockbrokers 
O. S. K. and Partners. However, on 3 
December, near-identical stories were 
carried in prominent positions by all the 
major Malaysian newspapers, quoting 
"sources" as saying that "practising and 
ex-stockbrokers" were "ruled out." 
These "sources" were none other than 
secretary to the Capital Issues Commit- 
tee, Azizi bin Yom Ahmad. 

It is difficult to see what the govern- 
ment may have against Nik Din. He has 
revitalised the KLSE after the Pan- 
Electric fiasco and taken unpalatable 
decisions, such as forestalling a price 
ramp on Roxy shares in 1986. Azizi 
questioned the willingness of profes- 
sional bodies to discipline errant mem- 
bers sufficiently strongly, but exchange 
insiders say the only real beef the gov- 
ernment has is the KLSE’s relisting of 
Promet in October last year, when the 
Stock Exchange of Singapore (SES) had 
refused to do so. 

€ NOW that Nik Din is out, idle minds 
are preoccupied with who is in. The only 
reliable clue of the 
government's  in- 
tentions is Azizi's 
remark to reporters 
that the new chair- 


man would be 
drawn from the pri- 
vate sector. АП 


these articles were 
clear on one other 
point — the post of 
chairman would be 
full-time and execu- 
tive. However, 
KLSE insiders say 
that Azizi started to 
back-track a few 
days later and it is 
still not impossible 
that the job could 
go to a government 
official working 
part-time. 

The reason for 
this sudden hesi- 
tancy, Shroff's in- 





otherwise. 

This coup par l'etat (sic) ofthe KLSE 
took place on 26 November, after the 
notice of the AGM had already gone 
out, informing members that three of 
the 10-member committee would be re- 
tiring by rotation. The Treasury told the 
KLSE that a nine-member committee 
would be formed on 18 December, with 
four to be nominated by the govern- 
ment and five to be elected by the mem- 
bers. One of the government nominees 
is to be a full-time chairman. 


formants say, is that 
the front-runner for the job is the de- 
puty governor of the central bank, 
Datuk Dr Lin See Yan. If the job were 
to be a full-time executive position, 
Lin would have to give up Bank Negara 
(BN). 

"Sources close to Dr Lin" pooh- 
pooh this theory, but Shroff's pals on 
the inside are sticking to their story. 
They say that even if Lin does eventu- 
ally turn the job down, the coup bears 
all the hallmarks of BN anyway. At the 
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end of the day, they say, the KLSE will 
be supervised by BN — and don't 
forget, Azizi's boss is BN governor, Tan 
Sri Jaffar Hussein. 


e THE government bungled the 
handling of this affair from the start. 
The irony is that the whole exercise is 
clearly designed to put the KLSE опа 
par with Singapore and Hongkong in 
terms of regulation. But it hardly in- 
spires confidence in the new custod- 
ians when having had three years post 
Pan-El to work out a new regime they 
have to rush through the necessary 
amendments three weeks before the ex- 
piry of the chairman's term, and after 
notice of the AGM has already been 
given. 

That the news was released while 
Nik Din was in Australia is bad eno 
But what is really bizarre is the fact 
the government's own representative 
on the KLSE committee, Mohammad 
Shefiff Kassim, was not told of the move 
by his own ministry until he returned 
from abroad. 

Shroff will know for sure that the 
government has no idea what it is doing 
if, as rumoured, it appoints Malaysian 
Investors Association president P. H. S. 
Lim to the committee to represent the 
small-time punter. Lim was the man 
who submitted the award-winning new 
logo for the KLSE in 1985, which had to 
withdrawn a few months later when а 
shippiag company threatened to sue for 
copyright infringement. 

€ THE worrying thing about this af- 
fair is that it blows away the fond as- 
sumption that someone up there really 
knew what was going on and had a long- 
term master-plan for the development 
of the KLSE. Shroff for one, had 
thought he had detected the ge ^ 
touch of the guiding hand with tht 
nouncement of the creation of so many 
billion ringgit mega-stocks over the past 
two years. 

There was the MISC listing, the Har- 
risons Malaysia bonus issue, the Guin- 
ness-Anchor merger, the Kumpulan 
Guthrie flotation . . . all these pointed to 
the deliberate creation of a good 
number of marketable blue chips that 
would enable the KLSE to compete 
with the SES for foreign business, once 
the two sister exchanges went their 
separate ways. 

Then there is the steady migration 
north of foreign brokers: Hoare Govett 
is coming next month, James Capel is 
not far behind and Barings is believ- 
ed to be sniffing about as well. For the 
first time ever, the KLSE has been 
looking as if it might be starting to be 
taken seriously. Is it all to be for no- 
thing? Cannot someone get their act 
together? 
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So Korea's definition of an eco- 
nomic downturn is when the growth 
rate drops below 10%. After “sluggish” 
second-quarter growth of 9.1%, the 
, economy came roaring back in the third 
_ quarter, recording GNP growth of 
. ` 12.6%. The Bank of Korea (BoK, the 
.. central bank) now says that it expects 
|. 11.5-12.1% growth for the year, well 
. ` above the official forecast of 8%. 
-> The third-quarter numbers were 
... especially cheery because of healthy in- 
creases in manufacturing activity and 
fixed investment. Manufacturing was 
_ up 15.8%, thanks to stronger domestic 
: demand and continued increases in ex- 
ports. Fixed machinery investment, 
which was weak in the second quar- 
ter. grew by 20% in the third quar- 


ut policymakers are concerned that 
export growth is slowing. During the 
first nine months of the year they grew 
by 12.3%, against 25.5% in the same 
_. period last year. Yet total exports this 
_ year will be almost US$60 billion. That 
_ is nearly twice the US$34.7 billion re- 
corded as recently as 1986. Signific- 
. antly, South Korean exporters seem to 
be successfully ene on 
price increases. The BoK 
‚ Says that export prices rose 
11.9% during the first nine 
months of the year. 
. , Domestic consumption 
is also playing a greater 
role in powering the econ- 
omy. During the third quar- 
ter, domestic consumption 
grew at an annual rate of 
9.3%. Public-sector con- 
sumption was particularly 
strong, rising by 16.1%. 











Boom upon boom 


Private consumption is expanding at 
an annual rate of 8% this year, slight- 
ly up on the historícal rate of around 
796. 

Policymakers look as though they 
will just manage to keep to their con- 
sumer inflation target of 796 for the 


year. Consumer prices rose by 6.396 in | 


November. The increase has been led 
by food prices, which are up 6.896 so far 


this year. The overall statistics, how- | 
| ever, mask large increases on certain | 


items. 

Beef prices, though 
peaked in recent weeks, were up 7096 
by mid-November. The government has 


started importing foreign beef, which is | 


about one-quarter the price of South 
Korean beet. But it has adopted a policy 
of releasing it at relatively high prices 
(70% of the market price, or more than 


they have | 


double the import price) onto the mar- | 
ket in order to appease domestic beef | 


producers. Farmers received for the 
second consecutive year a 14% increase 
in the state grain-purchase price this au- 
tumn. This will be an inflationary factor 
over the next year. 

Wholesale price increases have been 


STUCK IN THE FAST LANE 









| 
| 


| nominal rates have been raised 100 basis 





much smaller, again thanks to the gov- | 
ernment's policy of cutting electricity 
prices and petrol taxes. At the end of | 
November, wholesale prices had risen | 
by 1.876 since the beginning of the year. | 
Moreover, real-estate prices seem to | 
have almost stabilised, since a package | 
of tough anti-speculative measures was | 
announced at the end of July. The | 
Korea Development Institute {KDI} 
thinks that growth will slow to 8.595 in 
1989 because of the continuing appreci- | 
ation of the won, trade pressure for | 
South Korea to open its markets and | 

















sluggish worldwide economic seti- 
уйу. 
Surprisingly, the governments 


deregulation of bank lending rates 
would slow economic growth. Most in- 
dependent analysts think that if real in- 
terest-rate deregulation occurs it could 
give a powerful impetus to the economy 
by lowering the cost of capital and thus 
stimulating new investment. But since 
deregulation started on 5 December 


i 
funded institute said that it thought the T: 
f 











points to a range of 11.5-13% bes 
KDI also said that the average E 
monthly wage increased 16.1% in the © 
second quarter from a year earlier 
(8.4% in real terms), well above the do 
roductivity increase of |j. 
5.296. That could slow eco 1^ 
nomic growth and nudge up 
inflation next vear. 
Privately, some govern- 
ment economists say that a 
year of single-digit growth | 
would give the economy а Bh 
needed breather, "Three |. 
years of double-digit growth 1 
is too much to digest," said. 
an official at the Economie 
Planning Board. D 
— Mark Clifford o 
И 











Net 
profit 


% change | Dividend 





Sumitomo Ё H 30 Sept. 
Trust 


¥37.7b 
(US$310m) 


on period | (prev.) 


-0.7 #375 | С 


(US$5.77b) (same) 





H30 Sept. | Y21.58b 
(US$178m) 


¥1.229t 
(US$10. 1b) 





Y 30 June TRs 164m 
(US$9.94m) d 


“TRs 1.16b 
(US$70.3m) 





Y30June | M$38m 


|. (05$14.1т) | 


п.а. 





М$81.2т 
| (US$30.2m) 


7 M$297 4m 
_ .|(US$110.7m) 





Rs 807m 
(US$48.9m) 


18 months 
1030 June 


Rs 17.7b 
(US$1.07b) 








| H30 Sept. | * 16.5b 


(US$135.9m) 
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Y7.97t 
(US$65.7b) 














Comment 


Rubbe ; 


Company expects full year 
(nil) | compared to ¥23.15b last year. 
























































































































































































INTEREST RATES (%) 
12 Dec. Spot 1-year я l : 
t 12 Dec. interbank interbank interbank | 
RUM me oi Ug, | fmonth! | 3months | 6monthst | 
Australia dollar 1.154 1.144 1.247 1.393 ee 
Britain pound 0.542 0.534 0.591 0.543 Australia | 1650 1445 14,79688 149375 | 1809125 
Canada dollar 4.197 1.1859 1.239 1.306 
France franc 5.946 5.883 6.278 5.515 Britain 13.00 - 12.875 13.125 13.125 
Hongkong dollar 7.8085 7.8003 7.812 7.751 Е 
india rupee 14975 14.964 14.35 13.815 Hongkong 10.00 8.5625 875 8,875 
Indonesia rupiah 1,725.00 1,722.00 1,702.00 1,650.00 Indonesia 22.00 21.00 n.a. n.a. 
Japan yen 122.90 121.425 133.60 127.85 . f 
Malaysia dollar 2.6875 2.6748 2.651 2.483 Japan 5.70 гї 475 4.5625 4.5625 
New Zealand ^ dollar 1.565 1.527 1.605 1.548 3.375 
Pakistan rupee 18.6813 18.6813 17.83 17.4825 | 
Philippines peso 21.40 21.40 21.23 20.80 Malaysia 6,75 - 4.00 4.10 4.35 
Singapore dollar 1.938 1.942 2.035 2.009 
БОКОН) "Zwon 684.80 685.40 72010 795.10 New Zealand 16.50 14.55 14.45 14.60 14.60 
SriLanka rupee 32.971 32.949 32.927 28.93 Philippines 19.875 16.695 13.50 14.00 14.00 
Switzerland franc 1.4658 1.4425 1.561 1.326 | 
Taiwan NT dollar 28.14 28.14 28.84 28.84 Singapore 6.13 = 4.9375 5.125 5.1875 
Thailand baht 25.11 25.04 25.48 25.21 » M Е 
WestGermany mark | 1274 17225 | | 187 1.628 Seu Korea 10 12-70 
i Taiwan 5.75 5.01 440 4.90 5.25 

eee a | онен | сотни! Thailand 12.00 7.20 12.00 12.25 - 
Bangladesh taka | 2980 32.40 China us 10.50 8.931 9.626 | 94375 | 94375 
Brunei gollar Ed bon USS--Rmb 3.722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATEST 
Macau pataca 8.05 8.05 HKS=Rmb 0.476 1 month 3months 6 months 12 months 
Nepal rupee 26.50 240 Sovíet Union "f Бан 
Papua N. G. kina 0.895 0.90 USS-- Rouble 0.5959 US$ | 9.50 9.3125 9.3125 9.437! 
Other SDR1 0981 36323 ECU! ES 19895, ] Gê £ Sterling 12.875 13.1875 13.1875 13.125 
$$1-M$1.3875, £1 = HK$14.3695, US$=New Kip 430.00 Yen 4.6875 4.50 4.50 4.50 
3 months eie Japan Y ee Vietnam Swiss Fr. 5.6875 5.25 5.00 4.875 
Hongkong HK$7.799, Singapore $$1.9202, Dm 5.6875 5.5625 5.5625 5.5625 

i *Selli US$= Dong 2,600.00 И . : , 
tMiddierate "Selling rate 1 3 AS 14.25 14.375 14.625 14.75 
Source: Telerate for spot and forward rates from Asian money markets, Republic Na- CS | 10.5625 11.00 11.0625 11.0625 
tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for official rates. *longterm — **shortterm — tfofferedrate 
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Gold g р [London | (3) 421 00 430.35 US$: 
` i Domestic 3-5 yearst 8.35 
Copper — New York (4) 7-10 yearst 8.87 

Current delivery (Dec.) 162.90 150.20 105.05 128.15 International 3-Syearst | 9.28 8.49 

Чап. delivery 152,50 7-10 yearst 9.32 8.99 
Aluminium London (0 : y , 

Current delivery (Dec.) 1,345.00 1,250.00 1,408.00 967.00 Yen: 

Mar. delivery 1,332.50 Domestic S years t 4.02 441 3.96 
Tin KualaLumpur (2) 19.64 19.59 19.50 17.01 t iOyearst | 4.84 4.73 4.95 
Cotton New York m International 3-5 yearst 4.00 4.07 4.07 

Current delivery (Mar.) 58.70 58.77 54.90 65.23 7-10yearst | 465 | 468 | 476 

May delivery 58.95 om: | 
Rubber Kuala Lumpur (9) Domestic 3-5years" | 565 5.76 4.795 

Current delivery (Jan.) 299.00 281.50 326.50 272.50 10 years" | naa. 6.09 n 

Mar. delivery 300.00 international 3-Syearst | 5.93 5.60 5. 
Palm Oil KualaLumpur (5) 7T-i0yearst | 6.46 6.28 6.44 

Current delivery (Dec.) 990.00 978.00 950.00 913.00 AS: | 

Mar. delivery 1,010.00 Domestic 3yearst n.a. na. n.a. 
Sugar І New York (4) tOyearst | na. na. na. 

Current delivery (Jan.) 9.55 11.01 9.96 7.70 international — 3-5yearst | 13.65 13.33 12.53 

Mar. delivery 11.86 7-1Oyearst | 13.30 12.67 12.53 
‘Pepper а ag Singapore (10) CS: : ` ] 

Бағам ta bik 100% 5 | 
Wheat Chicago ‚ 500.00 480.00 462.50 987.50 Domestic з ннн . 1026 | 1020 ал 

“Current delivery (Dec.) : E > 

Mar. delivery d $1900 390/08 30840 | | international 3-Syearst | 10.47 | 1030 | 975 
Maize Chicago (7) 7-10yearst | 10.31 | 10.33 10.00 

Current delivery (Dec.) 259.40 258.60 285.60 189.00 £: | 

Mar. delivery 270.60 Domestic 3 years t n.a. ! ona n.a. 
Rice Bangkok (8) | 1Oyearst | na. n.a. n.a. 

5% White fob 295.00 305.00 305.00 268.00 "| international — 3-5yearst | 11.39 10.63 9.36 
Soyabeans Chicago 6) : 7T-10yearst | 10.73 10.21 9.67 

Current delivery (Jan.) 773.40 768.60 870.50 590.00 NZS: 

Mar. delivery 785.20 | Domestic 3-Syearst | 44,794 | 13.80 та. 
Сосоа | London 0) 7-10yearst | 14,05 13.15 n.a. 

Current delivery (Dec). | 796.00 844.00 856.00 1,022.00 International — 3years* 1400 | 14.22 

14,95 T 

Mar. delivery 824.50 n 7-10years! | 14,29 13.25. 13:10; 
Coffee London m | SFr: | hie 

Current delivery (Jan.) А 

Маг delivery | 2 tn 1,097.50 1,125.00 1,200.00 3-Syearst | 4,50 432 3.96 
Petroleum Tokyo ay | ary T-10yearst | 4.68 4.65 4.57 

Sumatran light 13.45 13.15 14.00 17.20 : 

Brent [nano (n) | 1540 14.50 13.35 17.78 dat 7.29 7.23 7.00 

А -10years 7. E 
(ü£atonne (2 Мака (3) US$ an oz ()UScalb (5) MSatonne {6} Јбсабо lb bushel Р iL 7-89 61 Ji TAT 
{7} USe a 56 Ib bushel (6} US$ atonne (9)Meakg {10) S$ a 100 kg Source: Telerate, Reuter. *AAA-corporate Government Source: Telera! 












{11)45$ a barrel 
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ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 
a ae mm coo | 


94 . . 3.6 42 
7-75 Ё 3-4 3.5-4.5 


Economic Growth % (real) (1) 


чоша USS19.01b .a. . e" E cg 
А ипе! A 
Toy" 59135 E r USS4.15b USS71.78b 
Trade Balance (total merchandise) 
Latest3 months eer mat ARAM А М ü ا‎ t peser at 
uly- June} 5 б une, A 2e A 
Previous 3 months am Py A OSSD sb y +US$2.32b МГГА 
—USS0.44b —USS0.96b M * US$2.76b +USS19.40b 
USS12.11b d * У USS67.30b(6) 
*35.87 ^ + -9. * БУ 
+15. 


эмир 
1. 





Rs 1.74t(10) 
(Aug.) 


*0.8 
*18.0 


SOUTH KOREA 








12.0 
11.0-12.1 


US$15.74b чен е 
(шо. pt. 
USS1 2b USS3.51b 


d emi 6)‏ ا 

ап.-! Ó ^ = 

.30b * USS1.85b 
*USS1.50b 





USS15.84b(6) USS15.39b 
*6.5 -0.7 
+28.9 +58 


USS13.58b(6) USS12.11b 
+4.3 -1.5 
+39.7 


1996= 100 1976= 100 
102.04 211.3 
(June-Aug.) (July-Sept.) 
+1.9 +0.9 


+1.4 +3.7 





NTS4,58t Baht 875.6b 
(July) | 
41.5 
+24.2 


(1) Official and other estimates of СОР (СМР in Japan) (2) Consumer Price Index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only (5) IMF definition of reserves minus gold 
except for Singapore (6) Customs basis (7) fob (8) cif (9) Excluding petroleum products (10) M3 (11) % change over past 3 months Source: Official statistics. 
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Seoul's golden bull 


SEOUL and Tokyo continued to soar in the period ending 12 Dec., and a mini-rally in New York stopped the 
slide in Australian markets. Volume rises on several East Asian exchanges reflected renewed interest. 


TOKYO: The Nikkei index broke 
30,000 for the first time, before edging 
back on profit-taking and caution over 
US interest rates. Defence-related is- 
sues firmed, and Mitsubishi Electric hit 
¥ 1,060 (US$8.64) — a new high. Trad- 
ing houses were favoured, but motor 
companies fell, with Mazda down #92 
to ¥763. Daily trading averaged 932 
million shares, worth ¥ It. 


HONGKONG: Despite active trading 
at the start of the period, no direction 
emerged, and selective "ying and pro- 
fit taking was the order o the day. By 
mid-period volume fell sharply, and 
the market stagnated as it waited for 
news. Hongkong Telecom finished at 
HK$4.93 (63 US cents), up 10 HK 
cents, but Hongkong Land fell 20 HK 
cents to HK$8.95. 


SINGAPORE: Reacting to Malaysian 
gains, prices rose slowly throughout 
the period but fell back after the 
weekend, when buying interest fizzled 
out. Turnover averaged 15.46m 
shares, valued at — S$26.58m 
(US$13.57m). Magnum Corp. rose 22 
S cents to $$2.24 on restructuring 
rumours. Apollo Hotel gained 33 $ 
cents to $$1.40. 


KUALA LUMPUR: Share prices 
finished broadly higher on considera- 
bly improved turnover — volumes av- 
eraged 10.93m shares daily, worth 
M$20.66m (US$7.67m). MUI continued 
to attract attention after rumours of 
Kuwaiti Investment Office purchases 
and closed 13 M cents higher at M$2.49. 
Raleigh’s improved profit forecast 
boosted it by 4.5 M cents to 97 M cents. 


BANGKOK: Weakness was still evident 
despite the encouragement of four new 
listings. Blue chips remained steady. 
The SET index fell 9.33 points to 
387.82 on average daily volume of 
4.12m shares, valued at Baht 377m 
(US$15.1m). National led a handful of 
rising stocks, up Baht 10 to Baht 136. 
Active insurance counter Ayuco drop- 
ped Baht 32 to Baht 126. 


MANILA: Prices were mainly strong 
despite slower market activity — turn- 
over averaged 738.88 million shares a 
day, worth P81.7 million (US$4.19m). 
Mining stocks were again the favour- 
ites. Philex-B was up 5% to P0.42 
while Benguet-A rose P2.4 to P74.50. 
Analysts expect market activity will re- 
main highly selective in the next few 
weeks. 

















AUSTRALIA: Wall Street's surge stop- 
ped the markets six-day rot and 
triggered a rally that strengthened as 
the Australian dollar weakened. But 
when New York ran out of steam, the 
market lost direction, and eased lower 
in thin trading. BHP finished at A$6.96 
(USS6), 30 A cents higher; Elders IXL 
gained 5 A cents to A$2.74, and MIM 
13 А cents to A$1.76. 


NEW ZEALAND: Political wrangling 
and rising interest rates depressed the 
market still further, and no early recov- 
ery is expected. Leaders steadied in 
slightly heavier trading at the end of 
the period. Fletcher Challenge ended 
down 9 NZ cents at NZ$4.36 
(US$2.79). Brierley fell 4 NZ cents to 
NZ$1.14. Volume for the period was 
50.86m shares, worth NZ$50.18m. 


SEOUL: High liquidity and specula- 
tive buying unleashed a rampant bull in 
the market with the index rising a 
record 62.89 points to finish at 911.35. 
Volume rose 3.1m.to 21.7m shares, an 
increase of 3.1m, worth Won 508.2b 
(US$731m). Financials were once 
again at the forefront, with securities 
jumping 17.4% and banks rising 8.3%. 
Dongsuh Securities was up 17.5%. 


TAIPEI: Prices edged down amid news 
that the three commercial banks would 
not be issuing new shares. An end- 
period central bank announcement 
that banks must increase reserves re- 
newed pressure to sell. Trading was 
quieter, with average daily turnover at 
NT$36.5b (US$1.3b). First Commer- 
cial Bank fell 10% to NT$659. Shihlin 
Paper lost NT$16.50, to NT$118.50. 


BOMBAY: Equities fell after officials 
announced another steep increase in 
cony margins on 32 volatile scrips. 
End-account considerations also dam- 
pened speculation in a week shortened 
to three days because of outstanding 
c eC Turnover dropped Rs 

50m (US$15.15m) to about Rs 600m. 
Baroda Rayon fell Rs 45 to Rs 340 and 
Reliance shed Rs 11.50 to Rs 151. 


NEW YORK: Stocks surged at the start 
of the period, as bonds and the dollar 
e strength, and Soviet leader 

ikhail Gorbachov's defence cuts pro- 
voked hope about the federal deticit. 
Three days later the rally petered out 
and thin, nervous trading, resumed its 
grip. Volume for the period totalled 
690m shares. Bond and equity indexes 
both finished higher. 
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Character 


Difficult to define but always recognised. 
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Each issue of AMM 


contains... 
Highlights of market trends 













e Highlights of the results of 
significant and 
medium sized companies 

€ informed analysis and 
opinion and much, much 

more 














SPECIAL 
SAMPLE ISSUE 


OFFER 
@ Although AMM is sold 
only on subscription 
now you сап sample a 
single issue by sending 
US$15.00 along with the 
completed coupon. 
e Discover for yourself just 
how great the dividends 
can be from being a 
regular subscriber to 
AMM. 






















í Now you сап get a wealth of 
valuable information about Asia's 
exciting stockmarkets for only US$15.00@ 


Review Publishing Co. Lid. publisher of The Far Eastem Economic Review. 















Now for a limited time you can sample a single issue of Asian Markets. Monitor for the low low 
price of US$15.00, including airmail postage and packaging. 

Asian Markets Monitor is usually available only by subscription. But because we are so confident 
that once you've read one issue and experienced for yourself why AMM is so highly regarded by 
individual and institutional investors alike that you will want to become a regular subscriber we 
are making it possible for you to receive a single value packed issue. Let's take a look at every- 
thing you'll get in each issue of AMM. 

Concise Coverage of Asia's Stockmarkets 

Each weekly issue of AMM contains concise, comprehensive coverage and analysis of Asia’s 
fast paced stockmarkets. The kind you need to help you assess your current portfolio and to plan 
your future moves. 


AMM Can Help Eliminate Uncertainty 

While AMM can't guarantee you success and profit, it can help you to eliminate some of the un- 
certainty you might otherwise experience. In short, you will be better prepared by being better 
informed to make investment decisions now and in the future. It is always recommended how- 
ever before investing that you seek professional advice. 

A Heritage Second To None 

AMM is prepared and published by National Fair Ltd., a wholly owned subsidiary of Review Pub- 
lishing Co. Ltd., publishers of the highly regarded Far Eastem Economic Review, Asia's recog- 
nized authority on the regions' political, economic and financial affairs. Our Company's consider- 
able experience goes into making AMM an authoritative source of market information. 

With an annual subscription price of only US$599, less than the cost of a weekly lunch at a good 
restaurant, AMM could well prove to be the least expensive investment you make this year. It 
might also prove to be the one of the wisest. Read what this report has to say before you make 
your next investment decision. 

Unqualified Money Back Guarantee 

If for any reason after you've received AMM you wish to cancel your order you may do so at any 
time and receive a full refund of the unused portion of your payment. 

Don't Delay ... Order Now 

Order now while you're thinking about it and begin receiving the kind of information you want and 
need about the HONG KONG, SINGAPORE, MALAYSIAN, PHILIPPINE, TAIWANESE, THAI, AND 
KOREAN stockmarkets. 



































Е To: Publications Div., Dept. АММ, Review Publishing Company, Ltd., Ü 
GPO Box 160, Hong Kong. 
[| CJ Yes! Please enter my order to Asian Markets Monitor immediately so that | can begin to benefit i 
[| from the investment intelligence | will receive each week. | prefer | 
Û] 1 issue — US$15.00 
| C] 26 issues ~~ US$327.00/£198/HK$2,550 [ 
Г} 52 issues — US$599.00/£363/HK$4,670 
i You may forward payment in equivalent local currency | 
Û Тепсіоѕе in payment thereof (cheque payable to Review Publishing Company Ltd.) i 
| Or, please charge my credit card (tick опе); 
Е 21 American Express Û Diners Club (C) MasterCard CJ Visa | 
Card No. Е Exp. Date 
E (please print in block letters) i 
| Name Sig. [| 
Address i 
[| Tel. 
[| Type of Business [| 
] Title R1222AMM | 






















‚ DVERTISEMENTS 





SSIFIED 





PROPERTY 





COMMERCIAL PROPERTY FOR SALE 
BY OWNER 


TORONTO, ONTARIO 
Extremely weil located property. Ten 
year lease to quality tenant paying all 
costs and maintenance. Redevelop- 
ment potential. For further information 
write to Mr. Fonseca, 20 Queen Street 












West, Box 38 Toronto, Ontario, Canada 
MSH 3A3 or Fax (416) 340-7220. 


USA SOUTHERN NEW MEXICO 


4,000 SQ. FT., 18 OFFICES, 3 BATHS, 
FIREPLACE, COMMERCIAL KITCHEN, 
GREENHOUSE, 2 ACRES NEAR: NASA 


STARWARS MISSILE, RANGE ARMY/ 

AFB SKIING. $165,000.00 

BOX. 1237, STAR, ROUTE, SOUTH 

ALAMOGORDO, NEW MEXICO 88310. 
4 (505) 434 6240 








LOTTERY 





' 3/4 BILLION 
DOLLARS! 


Yes, over $750 MILLION in prize 
money.was won in 1987 by 
subscribers to the famous and 
popular AUSTRALIAN LOTTO, 
JACKPOT GAMES including 145 
FIRST PRIZE POOLS of between one 
million and eteven million 
dollars and over 300,000 weekly 
prizes. B 
Overseas members of 
AUSTRALIAN LOTTERY SYSTEMS 
fA L.S.) now play in 5 separate 
draws each week in the lotto 
system with the HIGHEST STAKES 
AND LOWEST FEES worldwide: 
50-week membership gives you 250 
draws with 5,600 chances of. 
c winning rich TAX FREE PRIZES, > 
| pald in one lump sumi. . . i 
DOUBLE, TRIPLE (and more... J PRIZE 
MONEY THAN 15 OFFERED BY С ANADIAN 
AND GERMAN GAMES == 
AT A FRACTION OF THEIR CHARGEST 


for FREE BROCHURE 
and more 
information mail 
Coupon to: 
ALS. 
G.P.O. Box 5296, 
Melbourne, 5001, AUSTRALIA. 
FAX; +613 ~ 527 2088 
NAME 
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Readers 
are 
recommended 


to make appropriate enquiries and 
{аке appropriate advice before 
sending any money, incurring any 
expense or entering into a binding 
commitment in relation to an ad- 
vertisement. The Far Eastern Eco- 
nomic Review shall not be liable to 
any person for loss or damage in- 
curred or suffered as a result of 
his/her accepting or offering to 
accept an invitation contained in 
any advertisement published inthe 
Review. 


















en 


/ 


| 
| 





A vital 
Communications 
tool for all China 
traders | 
CHINA 
TELEX & FAX 
DIRECTORY 


ow you can have 

| the China Telex 

and Fax Direc- 

tory, the only directory 

ofits kind available in the 
market. 


China Telex & Fax Di- 

rectory is a vital com- 

munications tool for all 

China traders. Compiled 

from our own database, 

it provides the most 
| EE" comprehensive listing of 

up-to-date and accurate telex and fax numbers of 

all the significant organizations in China. Indexed 
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2. Geographical listings of names and numbers. 

3. Numerical listings of telex numbers. 
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td., GPO Box 11581, Hong Kong. 
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і No, of copies 0 VS TEM i 
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China Phone Book Co. Ltd.) I 
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С hristmas comes early to the Moluc- 
cas. The first day of December 
brings the first of many evening church 
services that will dominate the weeks 
until Christmas Day. Shops and offices 
rig up plastic Christmas trees and the 
streets ring with the sounds of familiar 
Christmas carols. 

Ambon was one of the earliest 
centres of Christianity in the ar- 
chipelago. if not in the region. A 
founder of the Jesuit order. St Francis 
Xavier. preached here in the 16th cen- 
tury — his statue dominates one of the 
principal Catholic churches in the town 
of Ambon. The Dutch brought their 
stern brand of Protestantism in the 17th 
century. It dominates the large Christ- 
ian population. though considerably en- 
livened by the rich singing skills of the 
Ambonese. 

Islam also came early to the islands. 
brought by Javanese traders in the 16th 
century, and Ternate in the North 
Moluccas was the seat of a powerful sul- 
tanate whose ships ranged as far west as 
Madagascar and held sway over most of 
the area. The powerful Sultan Baabul- 
lah even managed to eject the Por- 
tuguese from his territory. Today. the 
population of Maluku, the Eastern In- 


donesian province better known to | 


some as the Moluccas, is about evenly 
split between Christians and Muslims. 
Ambon, capital of Maluku, was once 
the centre of the European-dominated 
spice trade. There is precious little evi- 
dence of this now, 





formity that tells the traveller, wher- 
ever he is in this vast archipelago, that 
he is in Indonesia. It is a point seldom 
made by Indonesians themselves, some 
of whom prefer to regard the country’s 
geographical and ethnic diversity as a 
measure of how difficult it is to govern. 

The main problem facing Maluku 
today is its remoteness from Jakarta. 
The local economy has more in common 
with nearby South Pacific island states 
than with the rest of Indonesia: under- 
population and a heavy reliance on pri- 
mary commodities. In the late 1960s 
logging companies discovered the large 
forest-covered islands of Seram and 
Halmahera, comprising more than 5 
million ha of primary forest. Today, log- 
ging is the province's mainstay, along 
with fishing. 

Development has been slow: the 


LETTER FROM AMBON 





central government has not paid quite | 


as much attention to the province as 
some who live here would have liked. 


The Soviet Union had a fleeting interest | 


in Ambon during the Sukarno period. 


Moscow had hopes of building a naval | 


base in the area. The University of Pat- 
timura on Ambon was built by the 
Soviets, though their hurried departure 
after the 1965 attempted coup in Jakarta 
is evident from the half-finished look 
of the campus and the rows of rust- 
ing bulldozers left where they stood. 
Fast disappearing also are the spice 
gardens that made the area famous. 
Cloves and nutmeg are now more pro- 




















modity exports in Eastern Indonesia is 
the proximity of Japan. A list of 
Ambon's potential food exports reads 
like a Japanese gourmet menu: fresh 
tuna, prawns, and seaweed. 

The town of Ambon is already inun- 
dated by Japanese and Korean sailors 
who come ashore from large factory 
fishing boats trawling the Maluku seas. 
Indonesia's eastern waters are among 
the least controlled in the region, a fact 
that worries Maluku fishermen who are 
gradually being made aware of the 
ecological damage to the source of their 
livelihood by the current free-for-all. 

Further north on the volcanic island 
of Ternate, residents of the former ^" 
tanate are becoming aware that 
plundering of their rich marine anu 
forest environment is giving them only 
marginal returns. “All the profits from 
timber processing and fishing leave the 
area," said one local businessman, a 
point confirmed by officials in Ambon. 

Even the benefits of employment are 
limited by the increasing number of Java- 
nese workers in the plywood mills on 
nearby Halmahera island. Towns that 
have sprung up on the sparsely popu- 
lated island of Seram are largely 
populated by Javanese. They settl- 
ed there as spontaneous migrants | 
—. attracted by the burgeon- 





though. save for a shel- 
tered bay which must 
have been a welcome 
sight to European gal- 
leons, a handful of 
crumbling forts, and a dis- 
tinctive look about the 
people that suggests gen- 
erations of mixed blood. 
The Dutch were par- 
ticularly attached to 
Ambon and the Ambo- 
nese, using the sturdy 
men as police and troops 
throughout the Indies. 
This partly explains why 
when Indonesia gained 
independence in 1949, 
the Moluccas decided not 
to join the new republic. 





The Moluccas: nostalgia is big business. 





ing timber industry, or 
they came with govern- 
ment-sponsored trans- 
migration schemes. 

One area where local 
enterprise might be en- 
couraged isin plantations. 
Coconut oil is currc-*' 
being promoted by 
local investment boara, 
but officials there admit 
that the over-regulation 
of the plantation sector is 
a hindrance. It is difficult 
to envisage this far flung 
region — more than four 
hours’ flying time from Ja- 
karta — attracting more 
than the passing interest of 
foreign and local investors. 





MICHAEL VATIKIOTIS 





In 1950, the area de- > 
clared itself the South Molucca Repub- 
lic (RMS). The initial revolt on Ambon 
was put down quickly by Indonesian 
troops, but throughout the 1950s and 
1960s small bands of separatists roamed 
the nearby island of Seram, and the 
separatist movement remained a force 
in the Netherlands until the 1970s. 

Today, more than 30 years later, 
Ambon has the look and feel of almost 
any other Indonesian provincial seat. 
Provincial Indonesia has a kind of uni- 
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fitably marketed from the neighbouring 
province of North Sulawesi. Nutmeg 
production has risen by only a third in 
the past five years and exports by barely 
100 tons. The major problem, local offi- 
cials say, is the declining price on world 
markets and the reluctance of the cen- 
tral government to support 
sequently falling prices paid to the farm- 


ers. Current prices for cloves are barely | 


a third of what they were five years ago. 
The only hope for agricultural com- 


con- | 





For the time being, the 
most frequent visitors are a hotchpotch 
ot former Dutch colonial officers, mem- 
bers of the large Ambonese community 
in the Netherlands and a dwindling 
number of Japanese and Australian war 
veterans. “Nostalgia is big business 
here,” remarked an Ambon hotel man- 
ager. Yet even the Ambonese them- 
selves are puzzled by the recent twin- 
ning of their town with the Australian 
Northern Territories capital of Darwin. 

— Michael Vatikiotis 
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Welcome Aboard 


At Pakistan International, each flight tells a gentle, caring 
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Where there is a warm welcome and efficient service, 
complemented by personalised attention. Welcome 
aboard... and happy landings! 
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Shadow over Cambodia 


Correspondent Michael Vatikiotis was 
wrong to state that the ine a S 
of the Khmer Rouge at the Jakarta In- 
formal Meeting in October was a blow 
[Retaining the initiative, 1 Dec.]. 

It is paradoxical that while everyone 
insists that the Khmer Rouge must not 
return to power, some of these parties 
are trying to bring the Khmer Rouge 
into the negotiation process. 

As Prince Sihanouk recently re- 
marked: “It is naive, even stupid, to 
think that the Khmer Rouge of the 
1980s is different from the Khmer 
Rouge of the 1970s.” 

In fact, it was auspicious that the 
Khmer Rouge was not present in the 
meeting. Mediators should realise that 
the Khmer Rouge must be expelled 
from the peace process. To say that 
Jakarta meeting was unsuccessful because 
of the absence of the Khmer Rouge is 
tantamount to saying that the Yalta con- 
ference was not successful because Hit- 
ler did not participate. 

Of course, the Khmer Rouge will try 
to subvert any agreement from which 
they are excluded. Measures to coun- 
teract that are needed. This calls for the 
immediate ending of all Chinese mili- 
tary assistance: Peking cannot sacrifice 
the future of Cambodian people for its 
strategic game. 

Only by incorporating Cambodia 
into Asean can the country be insulated 
from the dual threats of Vietnamese in- 
tervention and Khmer Rouge domina- 
tion. As a corollary to this, an Asean 
peace-keepin force should Бе 
stationed in Cambodia to preempt any 
Khmer Rouge bid for power. Coder the 
Asean umbrella, Thailand could re- 

lace China and Vietnam as Cam- 
ia's most important ally, а most 
natural development being its most im- 
portant economic partner. 
Ottawa Mahmood Elahi 


Racial inequality 


I was interested to read the letter of 
Masayo Shima [1 Se 3 concerning ra- 
cism in Australia. While no country is 
free from racial prejudices, a compari- 
son between Australia and Japan is en- 
lightening. 

Shima is correct to note the large 
number of Japanese who visit Australia 
in some capacity each year but it is 
equally important to note that, despite 
economic disparities, the number of Ja- 
ponen permanent residents in Austra- 
ia is five times that for Australian per- 
manent residents in Japan. 

Japan could only see its way to ac- 
cept slightly more than 5,000 refugees 
from Indochina, and then only after 
considerable international pressure had 
been applied, while Australia opened 
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j' ids doors to well over 20 times that 
"p-number. Japan accepted fewer than 
| either Norway or the Netherlands. 

ıl; И would seem that Shima's percep- 
| tion of the Japanese as being one among 
| "other Asian people" is not widely 


-$ shared at the governmental level or in 


behaviour to Koreans. 

Even the treatment of Europeans in 
Japan indicates the persistence of a be- 
lief in the validity of racial categories 
which has been widely discredited else- 
where. Such ideas remain the common 
| currency of discussion and publica- 
tion. 

This is not intended to condone ra- 
cism in Australia by saying that it is 
worse elsewhere. But indiscriminate 
criticism can only encourage a feeling in 
Australia in favour of restricting immi- 
gration by those who feel the outside 
world is hostile. 
Kyoto 


| Health warning 


Та reference to Low, but not out of sight 
8 Dec.], we would have thought that 
bilip Bowring would have matured 

»| over all these years and learned to be 
| more temperate. Hissings and howlings 

are like drinking and smoking: they 

аге counter-productive to one’s 


Michael Thompson 






| health. 


|. We assure Bowring that we have not 
| forgotten about the “plundering” issue. 
‘We are following very closely all the de- 
с velopments of AR (Asean Resources). 
Also be assured that these and all the 
` other issues which Bowring has pontifi- 


-| cated on will have their public reckon- 


| ing in due course. Natural justice must 
“| prevail. 

"^ ]tmakes no difference to us whether 
this letter graces the pages of your next 
issue. One sure thing is that it will be 
fully quoted in one of our publications. 
Until then, we welcome Bowring as a 


plaintiff for a change. 
Taipei Low Chun-seng 
Guangdong on a leash 


I read with interest the articles by 


4^ Louise do Rosario on Guangdong pro- 


vince [8 Dec.] which succinctly portray 
^ the sense of regional identity among the 
. province’s population and the economic 
p power of its family-centred business 
| networks. 
Some would argue that as long as 
| Guangdong continues to provide large 
| amounts of foreign exchange, Peking 
` | will continue to provide a long leash. It 
[f 4$, however, a leash after all, and the 
“business end" is definitely not in the 
hands of provincial authorities. The 
preponderance of "simple processing" 
operations, of flexible business net- 
works and of investment discount rates 
seemingly geared to prep of 
Deng Xiaoping's health, suggest the 
hinese community may 
not share a particularly sanguine view 














of the independence of Guangdong. 


There is no overwhelming reason to 


believe Guangdong officials enjoy any 
greater real freedom from Peking than 
officials in the Soviet Baltic republics 
enjoy from Moscow. When and if the 
ideological purists in Peking receive 
enough moral support from the 
capitalistic excesses of provincial offi- 
cials, we can expect re-education to 
begin in the Pearl River delta. 
Hongkong 


Burma on a timebomb 


During World War П, the Allies aided 
the resistance fighters in occupied 
Europe, fought and defeated Nazi Ger- 
many, convicted the Nazi war criminals 
in Nuremburg and executed them. 
Then, the Allies set up a democratic 
government for Germany (and Japan). 

Likewise, the international com- 
munity should provide weapons, equip- 
ment, food, and medicine for the demo- 
cratic fighters in Burma. A multi-na- 
tional force should invade Burma. To- 

ether with the Burmese democratic 

ighters, they should defeat the Nazi Ne 
Win regime. Ne Win and all his hench- 
men should be put on trial, and the new 
forces could set up a democratic govern- 
ment. 

Burma has 38 million people and 
more than a dozen fighting factions, 
some of which deal in narcotics. If 
Burma is not saved, the situation will 
become worse than Lebanon and Cam- 
bodia. Please help Burma before it is 
too late. 

Sacramento, California 


Rights and wrong 


The article [REVIEW, 24 Nov.] on the 
UN Human Rights Committee criticis- 
ing Britain's conduct in Hongkong con- 
tains a revealing quote from John Chan, 
the deputy chief secretary. 

Chan explained that the committee 
had not been told by Britain that the 
Hongkong Government had been cen- 
soring films illegally for years because 
"the purpose of the report is not to de- 
scribe what is or is not a matter of public 
concern, but actions which have been 
taken to ensure the application of the 
covenant." 

This, of course, is fully in line with 
Attorney-General Jeremy Mathews’ 
explanation to the Legislative Council 
(Hongkong’s law-making body) as to 
why the Human Rights Committee was 
not told about the enactment of the 
“false news” provision of the Public 
Order Ordinance, widely condemn- 
ed as being in violation of the coven- 
ant: 

“The purpose of the report is to re- 
port on measures adopted which give ef- 
ect to the rights recognised in the co- 
venant. To that extent, it [the report] is 
a factual description of measures taken 
to give effect to covenant rights.” 


David Kent 


Soh Min 











Under Article 40 of the covenant, | 
Britain has an obligation to report on- 
"measures adopted which give effect to 
the rights" recognised in the covenant 
"and on the progress made in the enjoy- 
ment of those rights." 

Clearly, Chan and Mathews recog- 
nise that certain government actions, 
such as its enactment of the “false news" 
provision of the Public Order Ordi- 
nance, its illegal censorship of films and 
its subsequent adoption of a law allow- 
ing for political censorship of films do 
not constitute "progress" and hence, 
should be omitted from progress re- 
ports. 

However, the decision to review the 
"false news" provision with à view to its 
repeal was considered "progress" and 
was duly reported to the Human Rights 
Committee. 

A government official has already 
told the p that the next report to the 
Human Rights Committee will be very 
brief. Evidently, the government ех-. 
pects little progres to report. If tr. 
gressions of human rights are repo... 
to the Human Rights Committee as 
well, the report might well be considera- 
bly more substantial. 

But evidently, Chan and Mathews 
do not feel that transgressions against 
human rights properly belong in a “pro- 





gress report.” 
Hongkong Frank Ching 
Control of diseases 


Reading Bob Johnstone’s article on in- 
tegrated pest management [REVIEW, 10 
Nov.] I was struck by the many parallels 
to programmes for controlling infecti- 
ous diseases in humans. First, there is 
usually an enormous time lag between 
the moment when the basic facts are 
known to the scientist, and the im- 
plementation of a programme exploit- 
ing them. The principle of oral re- 
hydration of children suffering С” | 
rhoea was published іп the 1940s but + 
systematically applied until {һе sac 
1970s. 

Another example is insecticide 
usage: overspraying against vectors of 
diseases is still common. An example is 
dengue fever whose virus agent is car- 
ried by some species of Aedes mos- 
quitos. We know enough to devise con- 
trol programmes which consist of a ba- 
lanced combination of measures like 
surveillance, mechanical and biological 
control of vectors and their larvae, early 
detection of cases, and perhaps some 
spraying. Instead, even some health 
workers limit their action mainly to 
heavy spraying. The vested interests of 
the insecticide business promote over- 
spraying. 
Paris 





Klaus Krickeberg 













Pseudonyms are accepted, but letters. in- 
tended for publication in these columns must 
bear the writer's signature and address. 
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mind: each question has three possible answers, 
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Wi is the REviEW's holiday cover feature: a) an analysis 
of the Asian toy industry: b) an expose of board game 
addiction: c) a trivia quiz? The answer, for those suffering 
from cerebral inertia induced by festive indulgence, is 'c.' 
But this trivia quiz is no ordinary test of knowledge and 
memory. It is designed to entertain and enlighten — and, 
just to add an element of competition, the most successful 
entrants may be rewarded. Compiled by Hamish McDonald 
and Anita Motwani, with illustrations by Pat Elliott Shircore, 
Trivia of '88 is an irreverent quiz on the irrelevant. Just one 
example among many: 'Which leading politician is known 
Do not be discouraged if the answer does not spring to | 


some readily eliminated. 








AP 


10 
Sri Lankan Prime Minister Premadasa 
wins the presidential election and of- 
fers an olive branch to extremists 
whose violence marred the polling. 


Page 10 

An apparent battle of wills between 
palace and chief minister has erupted 
in Malaysia's state of Kelantan. 


12 
Pakistani Prime Minister Bhutto is 
faced with a crisis after the provincial 
assembly in Baluchistan is dissolved. 


Page 14 

Vanuatu Prime Minister Lini puts 
мп an attempted constitutional 
up by long-time rival Sope. 


Page 15 

An inquiry into corruption in the Aus- 
tralian state of Queensland implicates 
a range of political and business fig- 
ures and senior policemen. 


16 
The Indonesian armed forces con- 
tinue to interpret their dual military-po- 
litical role as embodying the nation's 
spirit. 
Page 18 
South Asia has turned into a 
smugglers' paradise with gold, drugs 
and other contraband goods pouring 
across vast, deserted and in- 
adequately patrolled border areas. 


20 
Despite the success of a half-day 
general strike, Bangladesh's opposi- 
tion parties remain as divided as ever. 











Page 42 

Economic policymakers move to cool 
down Taiwan's overheating economy 
by pushing up interest rates in a bid to 
curb money growth. 


Page 43 

The world's largest life insurer and 
bank, Japan's Post Office, is likely to 
be a target for privatisation as finan- 
cial deregulation gathers pace. 


Page 45 

The Indonesian Government gains a 
grip on Kadin, the local chamber of 
commerce, renewing debate about its 
commitment to the private sector. 


Page 46 

In a surprise move, the Malaysian 
Government appoints retiring chair- 
man Nik Din to the post of stock ex- 
change chief executive. 


Page 48 

Asia's food processing industry un- 
dergoes a quiet revolution as rising 
living standards in the region spur 
demand for convenience foods. 


Page 51 
Singapore property prices and rents 
recover strongly in the face of an 
acute shortage of office and retail 
space. 


Page 52 

Japan is set to become the world's 
top aid donor in 1988 following a de- 
cline in US funding. 


53 
Western countries step up pressure 
on India to protect intellectual prop- 
erty rights and bring its patent laws 
into line with international norms. 


Bangkok's rejection of flag carrier 
Thai International's plans to join an 
Asian computer reservations system 
cast a cloud over the airline's future. 
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Mainland deputies lose 
control of Taiwan yuan 
Deputies representing main- 
land China seats have lost their 
majority for the first time in 
Taiwan's investigative Control 
Yuan with the recent death 
from old age of four members 
first elected in 1947 but since 
then "frozen" in office to sup- 
port the ruling Kuomintang's 
claim of representing all China. 
While the Legislative Yuan 
is considering a massive retire- 
ment of some 1,100 of these de- 
puties, all in their 80s, a parity 
of 31 to 31 has been achieved in 
the Control Yuan between the 
mainlanders and Taiwan- 
elected deputies. The aged 
mainlanders continue to enjoy 
an absolute majority in the 
Legislative Yuan and the na- 
tional assembly which elects 
the president and vice-presi- 
dent. — Shim Jae Hoon 


Gurkha liberation group 
wins hill council poll 
The Gurkha National Libera- 
tion Front (GNLF), which 
abandoned its bloody agitation 
some months ago for a separate 
state and instead settled for a 
regional hill council within 
India's West Bengal state, won 
26 of the 28 council seats in the 
body's first elections. But the 
future is uncertain, as the 
GNLF said on the poll's eve 
that irrrespective of the elec- 
toral outcome. it was once 
again demanding statehood. 

— Salamat Ali 


Marcos supporters 

jailed over murder 
Six reg rv of former presi- 
dent Ferdinand Marcos were 
sentenced on 19 December to 
prison terms ranging from nine 
to 20 years for their involve- 
ment in the murder of a young 
Filipino overseas contract 
worker in July 1986. The victim 
was attacked during a pro-Mar- 
cos rally in Manila's Luneta 
Park when it was thought his 
yellow T-shirt identified him as 
à supporter of President Cora- 
zon Aquino. — Rodney Tasker 


Murdani formally retires 
from active serv 

The former commander of In- 
donesia's armed forces, Benny 
Murdani, has formally retired 
from active service. In a cere- 
mony on 19 December, Mur- 
dani and 12 other retiring 
senior officers bade an emo- 





tional farewell to fellow offi- 
cers. Current commander, 
Gen. Try Sutrisno, emphasised 
that Murdani's retirement was 
"only a formal matter." Mur- 
dani (who remains defence 
minister) will "continue to 
work with the armed forces in 
devotion to the country and na- 
tion," said Sutrisno. 

— Michael Vatikiotis 


New Zealand's Lange 
fights off challenge 

David Lange won re-election 
as leader of New Zealand's rul- 
ing Labour Party, thus retain- 
ing his post as prime minister, 
in a contest with former finance 
minister Roger Douglas at a 
meeting of Labour MPs on 21 
December. The vote was said 








to be heavily in Lange's favour, 
but Douglas, who resigned a 
week earlier over policy differ- 
ences, told a public meeting on 
20 December that he would 
continue to fight for Lange's 
removal. Recent polls have 
shown rising support for Doug- 
las, the architect of New Zea- 
land's economic reforms. 

— Colin James 


Indian parliament 

lowers voting age 

The lower house of the Indian 
parliament, in amending the 
electoral law, has lowered the 
voting age to 18 years. The op- 
position fought some of the 
amendment'’s other provisions, 
which include registration of 
political parties, enhancement 
of the election commission's 
powers to curb electoral mal- 
practices and stricter provi- 
sions for candidates’ disqualifi- 
cation. Prime Minister Rajiv 
Gandhi described the voting 
age provision as historic and 
revolutionary. It will take one 
year to come into effect — 
making the law possibly irrele- 
vant for the next general elec- 
tion, which may be held before 
that. — Salamat Ali 
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China and US reach 
accord on satellites 
China and the US signed an 
agreement on 17 December 
which cleared the way for 
China to participate in the in- 
ternational commercial satel- 
lite-launch market. The re- 
maining hurdle, approval by 
Cocom which oversees tech- 
nology transfer to communist 
countries, is expected in the 
New Year. Under the agree- 
ment, China has agreed to 
safeguard technology and to in- 
demnify the US Government 
for potential liability; to launch 
no more than nine communica- 
tion satellites — including 
three already contracted — in 
the next six years; and, that its 
launch price will be on par with 
international prices. 

— Nayan Chanda 


Indonesia sets up 
tin-marketing agen 
Indonesia is to sell half its an- 
nual tin production through a 
single trading company. Out- 
put is expected to reach 30,000 
tonnes in 1988, of which 29,000 
tonnes is targeted for export. 
The new company, Indometal 
International Marketing, will 
replace some of the foreign 
marketing agencies previously 
used by the state-owned tin 
firm, Tambang Timah. In- 
dometal is a Singapore-based 
joint venture with a private In- 
donesian company, Rajawali 
Pekasa Sejati, in which Tam- 
bang has a 20% share. 

— Michael Vatikiotis 


New capital voce узш 

rules for Taiwan banks 

Taiwan has decided to make 
local banks conform to capital- 
adequacy standards set by the 
Bank of International Settle- 
ments as a step to promote in- 
ternationalisation of its bank- 
ing industry. The rule will be 
included in the draft new bank- 
ing law which is to be approved 
soon by the Executive Yuan 
(cabinet). New banks must 


CORRECTION 


Former Bank of Japan gover- 
nor Haruo Maekawa suggested 
at a Tokyo conference on 11 


December that the US could 
raise yen-denominated loans 
rather than former finance 
minister Kiichi Miyazawa, as 
reported in Now for Bush 
bonds (REVIEW, 22 Dec.). 








meet a 8% capital ratio at their 
inception and existing banks 


| will be given a timetable to 


meet the requirement. The 
ratio now is about 5% for most 
banks. — Jonathan Moore 


Malaysia forms council 

to draft NEP 

The Malaysian Government 
has announced the formation 
of a non-partisan National 
Economic Consultative Com- 
mittee to draft a replacement 
for the New Economic Policy 
(NEP), which expires in 1990. 
NEP began in 1970 with the 
twin aims of eradicating pov- 
erty regardless of race, and re- 
structuring society so that indi- 
genous Malaysians — (һе 
mainly Malay bumiputras — 
will have a greater share of the 
country's business and co 
merce. Prime Minister Dat 
Seri Mahathir Mohamad said 
on 18 December that the coun- 
cil will comprise 112 delegates 
drawn from political parties, 
pressure groups and business 
associations, evenly split be- 
tween bumiputras and non- 
bumiputras. — Nick Seaward 


Bond's credit rating 
slips back a notch 
Alan Bond's Bond Corp., in- 
volved in a battle for British 
mining conglomerate Lonrho, 
has had its credit rating cut in 
Australia for the third time in 
three years. Australian Rat- 
ings, an agency which issues 
regular ratings, gave Bond a B 
rating, one notch down from its 
revious BB-. Since 1985, 
ond Corp. has been reduced 
from B+ to B— and now B. 
The agency said that direct bx 
rowing and off-balance she 
debt gave Bond a potential in- 
debtedness of A$7.39 billion 
(US$6.28 billion), with 
shareholders’ funds of A$1.49 
billion. — Michael Malik 


Air New Zealand 
sell-off concluded 
Air New Zealand (ANZ) is to 
be sold to a consortium led by 
Brierley Investments and Aus- 
tralia’s Qantas Airways. The 
NZ$660 million (US$413 mil- 
lion) deal was announced by 
State-Owned Enterprises 
Minister Stan Rodger on 21 
December. Brierley will get 
65% of which it is requir- 
ed to sell 30% to ANZ staff 
and the New Zealand public; 
Qantas gets 19.9% and Japan 
Air Lines and American Air- 
lines 7.5% each. This beat a 
British Airway's bid. 

— Colin James 
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BOEING BUS 
Giant US plane-maker Boeing has 
jumped back into the contest for up to 
24 aircraft to replace Hongkong- 
based Cathay Pacific Airways’ 
regional fleet of Lockheed TriStars 
beginning in 1993-94, On 15 
December Cathay became the first 
airline to be offered an all-new twin- 
engined, wide-bodied jetliner with up 
to 360 seats that Boeing is considering 
building. The plan for the new 
aircraft, to be offered to US carrier 
Delta Airlines next, indicates 
Boeing's new anxiety to match the 
European Airbus Industrie 
consortium's A330. Cathay wants a 
"smaller 747" to serve space- 
constrained regional airports. It was 
previously evaluating the A330 and 

 ithree-engined stretched 

:Donnell Douglas MD11 as part of 

a series of orders and options 
(REVIEW, 1 Dec.). Cathay's decision 
on the TriStar replacement now is 
expected in late January. 


CALLING CADRES 
Anyone who tried telephoning or 
telexing the North Korean capital of 
Pyongyang in mid-December would 
have had even more difficulty than 
usual in getting through. All forms of 
electronic communication were off- 
line for a number of days. It was not 
that the North Koreans were being 
any more unfriendly than usual to the 
outside world, or that anything had 
happened to President Kim II Sung. - 
|. The country was switching over to a 
more modern (for North Korea) form 




















| of satellite communications with the 
outside world which, from a technical 
point of view at least, should make 

| communications easier in future. The 

satellite is reportedly of Soviet design 

and manufacture. 


HEALTH HAZARDS 
Е Vietnam's ruling 
party Secretary- 
General Nguyen 
Van Linh, who is 
suffering from 
deteriorating 
health, has asked 
to retire when the 
party meets at а 
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scheduled for February. Linh had an 
operation in Moscow earlier in the 
year and has been convalescing 
recently in Ho Chi Minh City after a 
кре His poor health has cast 
doubt on the likelihood of him 
carrying out a visit asa guest of 
honour at India's Republic Day 
festivities on 26 January. Linh's 
resignation would probably force 
several other politburo members to 
step down to maintain the delicate 
balance between so-called reformers 
and conservatives in the hierarchy. 


SILENT TREATMENT 

Although Soviet President Mikhail 
Gorbachov devoted part of his recent 
UN speech to Afghanistan, 
surprisingly he did not raise the 
subject in his talks with President 








Reagan and president-elect George 
Bush. The subject also was not 
broached during talks between US 
Secretary of State George Shultz and 
his Soviet counterpart Eduard 

|! Shevardnadze. Moscow may have 
seen the futility of asking for 


Washington's help in denying 
supplies to rebel forces at this late 
stage in its proe troop 
withdrawal from Afghanistan, and 
may be instead trying to curry favour 
with some elements of the 
mujahideen as its last recourse to 
secure an honourable retreat. 


MARCHING ORDERS 

The new Islamabad government of 
Prime Minister Benazir Bhutto 
recently ordered several Sikh 


terrorists to leave sanctuaries within Hr 
its borders. At least five top terrori S 





are understood to have returned to 
Indian Punjab. 


MILITARY DIPLOMACY 
Thai army commander Gen. 
Chaovalit Yongchaiyut, whose 


government supports the Cambodian 
resistance coalition and has refused. — 





diplomatic contact with the 
Vietnamese-backed Phnom Pent 


government for the past decade, met 


informally with Cambodian Premier 


Hun Sen when both men visited Laos _ 


in late October. The two leaders 
discussed the growing informal 
economic trade along the Thai- 
Cambodian border and are believed 


| to have exchanged views on other 


bilateral problems, 
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AFGHANISTAN 

Twenty Afghan soliders were killed and 
60 injured when a Soviet-made surface-to- 
surface missile hit a garrison post.near 
Jalalabad, it was reported from Islamabad 
(9 Dec.).. 


BURMA. 
^. That army chief Сеп. Chaovalit 
“Yongchaiyut held talks with Burmese leader 
“Saw Maung in Rangoon (14 Dec.). During 
these talks, Saw Maung offered a general 
amnesty to ethnic rebels (15 Dec.). 


CAMBODIA 

Khmer Rouge leader Khieu Samphan 
vowed to unify Cambodian resistance ight- 
ers and has thrown his weight behind Prince 
Norodom Sihanouk’s peace initiative after 
talks with the prince in France 5 Dec.). 


CHINA 

More than 60 Tibetan students marched 
to the communist party headquarters in Pe- 
| king to protest against the killing of anti- 
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Chinese demonstrators and alleged human- 


visit (19 Dec.). 
INDIA 


Police in Tamil Nadu arrested nearly 
1,000 potential troublemakers ahead of a 
general strike (15 Dec.). The Gurkha Na- 
tional Liberation Front won 26 of 28 seats in 
elections to a semi-autonomous council to 
govern Darjeeling (76 Dec.). 


| JAPAN 

| Soviet. Foreign Minister Eduard 
| Shevardnadze arrived in Tokyo on an official 
| 


visit (18 Dec.). 


PAKISTAN 

Authorities slapped an indefinite curfew 
| on parts of Karachi as the death toll from 
ethnic rioting rose (16 Dec.). 


| SOUTH KOREA 





rights violations (/8 Dec.). Indian Prime | 
Minister Rajiv Gandhi arrived on an official | 





| dasa won the election, after winniüg just. 


officers alleged to have tortured а leading: 
dissident during interrogation (/5 Dec. }. 


SRILANKA 
Suspected Sinhalese militants killed at 
least 15 voters in seven separate incidents in 


violence before the presidential election 9 


Dec.). Prime Minister Ranasinghe Prema- 


, over half the votes cast (20 Dec. ), 


A court ordered the trial of four police | 


THAILAND 


Thousands of Burmese students who fled). 


the military takeover in their country we 


being sent home from Thailand, it was re. — 


ported (26 Dec). 
VANUATU 


Barak Sope was arrested just hours after 
he was sworn in as interim prime minister as 


the leadership of the dissolved 4 анал: 


moved against its opponents (28 Dec. j. Pre- 


sident George Sokomanu was under house. 


arrest following a failed coup 
Dec.). 


attempt {79 
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REGIONAL AFFAIRS SRI LANKA 


Premadasa offers an olive branch to extremists 


Victory amid violence 


By Manik de Silva in Colombo 


Pix Minister Ranasinghe Pre- 
madasa won the 19 December presi- 
dential election with a majority of 
50.4% and quickly gave notice to his 
countrymen that he intends restoring 
law and order in a nation racked by vio- 
lence. 

The election itself was hard fought in 
the face of a campaign of disruption 
by the militant Janatha Vimukthi 
Peramuna (JVP, or people's liberation 
front), which was determined to wreck 
it. Yet, more than 55% of the electorate 
went to the polls, though the turnout 
was the lowest Sri Lanka has known in 
nine national elections since 1947. 

Premadasa, 64, polled 2.6 million 
votes against 2.3 million by Sirima Ban- 
daranaike, 72, leader of the Sri Lanka 
Freedom Party (SLFP) and a former 
prime minister. The third candidate, 
Ossie Abeygoonasekera of the Sri 
Lanka Mahajana Party (SLMP), col- 
lected a mere 4.5% of the total vote. 

In an address to the nation, Pre- 
madasa said that the election was held at 
all was a great victory in itself. “The bal- 
lots of the people have triumphed over 
the bullets of brutality. This is a victory 
for all those individuals and parties who 
are dedicated to the ballot," he said. 

Abeygoonasekera narrowly escaped 
death at two election rallies. “1 came 
late into the fray and was able to or- 
ganise only 18 meetings. The first and 
the third were attacked and I had to take 
away the dead bodies of my party com- 
rades from the platform," he said de- 
scribing his campaign as one of "blood, 
sweat and tears." Two election officials 
were killed on polling day and no voting 
was possible in 48 polling stations as 
road blocks, probably set up by JVP 
followers, prevented election officials 
from reaching them. 

At least two dozen killings were re- 
ported on election day and the day be- 
fore, with one of the victims being a re- 
spected Buddhist monk who was the pa- 
tron of the SLMP. The SLMP and the 
ruling United National Party (UNP) 
took the brunt of the attacks and Pre- 
madasa said that some 700 supporters of 
his party have been victims of political 
murder in the past few months. 

While President Junius Jayewardene 
has laid responsibility for the killings at 
the JVP's door, both Premadasa and 
Bandaranaike have preferred to try to 
woo the militants to their side. A few 
weeks before the election, the SLFP 
even announced that the JVP was back- 
ing Bandaranaike for president. That 


10 


turned out to be premature. Ban- 
daranaike complained later the ГУР was 
urging her not to run at all — but she 
was loathe to allow Premadasa a free 
run for the presidency. 

Premadasa, who avoided directly at- 
tacking the JVP, has maintained there 
was no proof that it was involved in the 


PHOTOS: AP 
j| coming parliamentary elections [which 





Premadasa: ‘ballot triumphs over bullets.’ 
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killings. And in his first post-election 
speech, without naming the JVP, he 
again proffered an olive branch. 

“At this moment, on behalf of all my 
countrymen, I have an appeal to make 
to those who have still to join the demo- 
cratic process,” he said. “Please make 
up your mind soon. You have another 
chance of doing so at the forth- 


will be held on 15 February]. I will be 
available for consultation with a view 
to arriving at a practicable solution. 
Your participation will enable us *^ 
eradicate fear and proverty with grea 
speed." 


E: as the votes were being 
counted, Jayewardene who had 
been under pressure to dissolve parlia- 
ment before the presidential election, 
honoured an earlier promise and an- 
nounced the dissolution the day after 
the poll. The tenure of the 1977 par- 
liament was extended for six years 
from 1983 following a national referen- 
dum. 

There is little doubt that the disrup- 
tion by the JVP in the majority 
Sinhalese districts in the south, compel- 
ling a low turnout there, cost Ban- 
daranaike dearly. But this was partly a 
web of her own spinning. When the ТУР 
targeted both the UNP and the SLMP 


Whose right of way? 


Chief minister's transfer orders ignored by government officers 


By Suhaini Aznam in Kuala Lumpur 


А" крае battle of wills between 
the Kelantan palace and state gov- 
ernment over the otherwise innocuous 
transfer of senior government officers 
has reached an impasse: both the chief 
minister and the officers’ governing 
body insist they must have their way. 
Politicians in Kuala Lumpur are con- 
vinced that the sultan had a hand in in- 
fluencing the final list of district officers 
to be transferred but sources close to 
the palace denied he was involved at all. 
At first, Prime Minister Datuk Seri Ma- 
hathir Mohamad threatened to cut off 
federal funds to the relatively unde- 
veloped state if the chief minister's list 
was not followed. He later softened this 
line, saying the federal government 


would only step in as a last resort. 

Malaysia has a constitutional monar- 
chy, with a ruler in nine of its 14 states. 
Each state is run by a combination of 
federal officers and its own civil service, 
the latter being officers of the state 
crown. The federal government, how- 
ever, has a great deal of influence over 
state matters, particularly through the 
chief ministers who are chosen by the 
prime minister but appointed by the sul- 
tan. 

Before going on leave recently, 
Chief Minister Tan Sri Mohamed 
Yaacob made out a provisional list of 
annual transfers — which piven the po- 
litical rivalry between Mahathir and 
Kelantan's de facto chief Tunku 
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for violence, the SLFP stood on the 
sidelines and cheered. 

Most impartial observers agreed that 
SLFP supporters, though not having a 
direct hand in the killings, had a role in 
drumming-up strikes and disrupting 
everyday life by playing on the fear the 
killings created. 

en the SLFP too was caught up in 
the violence, it accused the UNP of re- 
sponsibility. "The UNP is trying to 
pass off its dirty tricks on the JVP," it 
said. 

Whatever the truth, the result was 
that in some electorates where the SLFP 
was reckoned to be ahead of the UNP, 
less than 20% of the voters turned out. 
Polling in the Tamil north was also low 
as the Liberation Tigers of Tamil 
Eelam, the major Tamil separatist 
group, scared the voters off. Many of 
алата votes came from 
the Tamil areas where he had the sup- 
port of the moderate Tamil United Lib- 
eration Front as well as some of the 

mil militant groups favouring the 
əLMP’s non-chauvinist approach and 
support for the Indo-Sri Tuis peace 
accord. 

The security authorities had feared a 
rush of post-election violence and both 
Premadasa and Bandaranaike pledged 
to keep a tight rein on their supporters. 
Premadasa declared that "the strength 
of our victory lies in our ability to pro- 
tect those who opposed us." On her 
pen Bandaranaike, who had been con- 

ident of victory, had assured Jayewar- 
dene that she would guarantee the 
safety of his supporters. 

Despite the desire of both candidates 
to ensure post-election peace, Jayewar- 
dene enforced a protective night curfew 
because of the election-related vio- 
lence. п 
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Slamming the door? 


Right to detain under ISA to be put beyond review of courts 


By N. Balakrishnan 


I? a swift response to a court decision 
on detention-without-trial laws, the 
Singapore Government announced on 
19 December that the Internal Security 
Act (ISA) would be amended to “reaf- 
firm" the government's absolute discre- 
tion and power to arrest people consi- 
dered national security threats — and 
put its actions beyond the review of the 
courts. 

Under the ISA, people can be de- 
tained without trial for reasons of na- 
tional security, first for two years and 
then for further periods as deemed 
necessary. But on 8 December, the 
Court of Appeal in Singapore ordered 
the four detainees, who were alle edly 
part of a Marxist conspiracy to subvert 
the government, to be released on tech- 
nical grounds when they applied for 
writs of habeas corpus. They were 
promptly served with fresh detention 
orders. 

In its judgment, the court went 
against a long-held view and declared 
that ISA cases were open to judicial 
review. Before, the courts had held that 
such cases were not justifiable as long as 
the detention orders had been set out 
correctly. 

After the judgment, some lawyers 
believed that in future the government 
would have to try harder to justify ISA 
detentions to the courts. 

€ response was swift, the law and 
home ministries jointly announcing 








their intention to amend the ISA to shut 
off that avenue. Their statement said 
the attorney-general had advised the 
government that the judgment meant 
the courts could now review not only if 
there were reasonable grounds for sec- 
urity arrests but also whether they were 
made based on evidence acceptable to 
the court. 

If the courts could review the cases, 
the statement said, "Singapore judges 
will become responsible and answerable 
for decisions affecting the security of 












Razaleigh Hamzah, meant shoring up 
"'ahathir's strength in some districts 

id weakening Razaleigh's in others, 
said Kelantan sources. Some of the af- 
fected officers complained, though it is 
not clear to whom. 


Р бча аге two versions to events 
thereafter. One has it that while 
Mohamed was away, Mohamed Ghaz- 
ali Isohak, a staunch Razaleigh ally, 
and a palace official drew up an alterna- 
tive list, which they then instructed 
State Secretary Datuk Wan Mohamed 
Yusof to implement. The sultan's name 
was used to back their request, accord- 
ing to this version. This list was then 
issued. 

The sultan is Razaleigh's uncle by 
marriage, a fact which lent initial cre- 
dence to this story. But even a Mahathir 
ally said he doubted Razaleigh had any- 
thing to do with the convoluted affair. 
Meanwhile, Ghazali also denied in- 
volvement. He claimed that only after 
the state secretary had issued his list, 
some Kelantan politicians allied to 
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Mohamed himself became unhappy and 
pressured Mohamed to alter it through 
the executive council — which Ghazali 
described as "political interference in 
administrative matters." He, too, in- 
sisted the palace was not involved. 

Whatever the truth, Mohamed re- 
turned to find transfer orders different 
from the ones he had asked for had 
already been issued by the state secret- 
ary. On 11 December he called an 
emergency meeting of his state execu- 
tive councillors. They overturned the 
state secretary's orders and issued a re- 
vised list, swapping 16 of the 20 original 
names. 

That started a row over whether they 
could do so. The Kelantan constitution 
states that the civil service comes di- 
rectly under the state Public Services 
Commission (PSC) which is appointed 
by the sultan. The PSC has delegated 
the transfer powers to the state secret- 
ary, but it contends that he in turn can- 
not sub-delegate these powers to the 
executive council. 

The PSC therefore reasserted its pre- 








rogative and revoked the 11 December 
revised list, reverting to the state secret- 
ary's list which had only nine names in 
common with the executive council's list. 

By the time the transfer orders came 
into effect on 17 December, the officers 
had opted to obey the PSC list. 
Mohamed promptly called a second 
emergency meeting of state executive 
councillors and threatened disciplinary 
action against those who had not 
obeyed him. Observers believe he 
might have a problem following up on 
that as the disciplinary committee is part 
of the PSC. 

Trapped between palace and chief 
minister, both the state secretary and 
the state legal adviser have opted for 
early retirement. Mohamed may con- 
sider amending the state constitution to 
allow the state government to have 
the last say on transfers. This would 
have wider implications because it could 
lead to similar changes in the federal 
constitution where administrative mat- 
ters are also nominally separated from 
the political. п 





























































|. Singapore. This was not, and is not, the 
| "intention of the legislature as expessed 
inthe ISA." 
|. The amendment — which would “re- 
| store the supervisory jurisdiction of the 
- courts to what it was before" the judg- 
ment — is expected to be passed by par- 
liament, in which the ruling People's 
Action Party holds all but one of the 
voting seats, when it convenes next 
month. It is expected to be enacted re- 
troactively so as to prevent those al- 
ready being detained under the ISA 
from bringing suits against the govern- 


-. ment. 


¿< Meanwhile, lawyer Francis Seow, a 
leading critic of the government, has 


|| "been fined a total of $$19,000 (US$9,800) 


| for tax evasion — which will keep him 


| out of parliament where he was to takea 
|' seat asa non-voting member. 


_ Seow was judged оп 17 and 20 De- 
cember in absentia because he is in New 


| York for medical treatment. His lawyer 


had withdrawn in protest against the 
proceedings and only the prosecution's 
bmissions were heard. 

he five charges against him related 
<T to not declaring interest, failing to 
‘report a commission in his law firm's ac- 
count books, and keeping false ac- 
counts. Under Singapore law, a fine of 
more than S$2.000 or a year's jail dis- 





.| qualifies a person from becoming an 
|. MP. Seow was the highest polling loser 


among opposition candidates in Sep- 
ember's general election and thus eligi- 
le for a non-voting seat. 
Parliament has yet to convene. The 
| government has postponed the first 
© session of parliament because of reno- 
vations to the building. Critics, how- 


_ | ever, have speculated that the delay was 


deliberately engineered to ensure that 
Seow would not be sworn in. 

Seow's lawyer had asked that the 
hearing be postponed until his client's 
return and produced a letter from a New 
York physician stating Seow, who 


has a heart condition, was not fit to | 
| were emotional scenes ouside the coun- 


travel. 

Two Singapore cardiologists, one 

who examined him in 1986 and the other 
: before he left, said otherwise. The hear- 
- ing thus proceeded, with Seow's lawyer 
discharging himself. 
Seow, a former solicitor-general and 
.president of the Law Society, faces 
one more charge of tax evasion on 27 
December. All the charges were press- 
ed after his firm's books were seized 
. when he was detained in May for alleg- 
edly conspiring with a US diplomat to 
subvert the government. Seow and the 
US denied doing so, but the diplomat 
ve expelled and Seow released only in 
July. 

The Internal Security Department 
gave Seow permission to seek medical 
treatment abroad on condition he re- 
turn to Singapore by 4 December. Now 
there are fears he may be arrested when 
he returns. 
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The Recruit resignations 


Share scandal spreads to claim business victims 


By Charles Smith in Tokyo 


he Recruit Cosmos scandal has un- 

dermined the reputations of at least 
a dozen senior Japanese politicians, be- 
sides destroying the career of former fi- 
nance minister Kiichi Miyazawa, who 
resigned from office on 9 December 
after admitting that his name had been 
used in buying the company's prelisted 
shares. 

Now it seems to be the turn of the 
business establishment to lose some of 
its most distinguished and respected fig- 
ures as a result of the affair, including a 
group of younger men with close ties to 
former prime minister Yasuhiro 
Nakasone. On 14 December, Hisashi 
Shinto, 78-year-old chairman of Nippon 


Telegraph and Telephone (NTT), the | 


recently privatised telecommunications 
giant, handed in his resignation after 
admitting that his private secretary 
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“seemed” to have deposited in his per- | 
sonal account ¥9 million (US$72,600) 
in profits from the resale of Recruit Cos- 
mos shares. 

Shinto’s case came as a shock but his 
fall from grace may turn out to have 
mattered less than the involvement with 
Recruit of at least two other top NTT 
executives. 

The men concerned, former execu- 
tive director Ei Shikiba and ex-director 
Yasuhiko Hasegawa, have both left 
NTT's board — in the case of Hasegawa 
to take a job at a Recruit subsidiary. 
Each of the two appears to have been in 
a position from which he could have 
helped Recruit's chairman and found | 
Hiromasa Ezoe, to realise his ambitiui 
of diversifying the company's business 
from the sale of Шо informa- 
tion magazines, to the resale of digital 


The Baluch botch-up 


A provincial assembly's dissolution could create a crisis 


By Ahmed Rashid in Lahore 


H aving won a vote of confidence in 
the lower house of parliament on 12 


December, Prime Minister Benazir 


later she was confronted with a political 
crisis in Baluchistan province. 

While Bhutto’s new measures have 
been few, these have very well received 
by a public hungry for change. There 


try’s jails, when nearly 2,000 prisoners 
were released, most of them from the 
working class and many from the ac- 
tivist ranks of the now ruling Pakistan 
People’s Party (PPP). 

Another 2,000 who had been con- 
demned to death had their sentences 
commuted to life imprisonment. During 
late president Zia-ul Haq’s regime, 
Pakistan had the dubious distinction of 
having the second-highest number of 
hangings after Iran. Minister of State 
for Information Javed Jabbar told the 
REVIEW that human rights would be a 
major plank of the new government's 

olicies. Thousands of Pakistanis living 
in exile in the West — many of them 
highly educated professionals — аге 
now preparing to come back after a gen- 
eral amnesty announced by Bhutto. 

In another significant policy change, 
the freeing of the country's media, the 


| 


PPP has won the backing of the middle 
class. There has been a clean sweep of 


| officials, who ran state-controlled TV, 
Bhutto moved to make good some of | radio and newspapers under Zia. Back 
her election promises, but three days | 


| 
| 
| 
| 
| 
| 
| 
| 
| 





in the saddle are the liberal media stal- 
warts of the 1960s and the 1970s whom 
Zia had sacked. The state-controlled 
print media are being broken up and 
sold off to private parties. TV and rac 
will be merged into an autonomous 
broadcasting authority whose chairman 
will be a retired judge.of the Supreme 
Court. TV and radio news have begun 
giving due coverage to opposition par- 
ties, in direct contrast to the govern- 
ment handouts of the past. 

However, Bhutto’s political honey- 
moon received a rude jolt on 15 De- 
cember as Baluchistan Governor 
Mohammad Musa dissolved the provin- 
cial assembly less than a month after it 
had been elected. The irony was that 
Musa, a retired general, was a Zia ap- 


| pointee and the new chief minister of 


the province, Zafarullah Jamali, be- 
longed to the Islami Jamhoori Ittehad 
(ЇЛ or the Islamic Democratic Al- 
liance), which is the national rival of the 
PPP. 

After the election the PPP made an 
alliance of convenience to support Jam- 
ali who formed the provincial govern- 
ment with a bare majority of one. With 
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communications networks by renting 
unused NTT circuits. 

Even more damaging than the NTT 
affair to the long-term credibility of 
Japan's business establishment, may 
have been the resignations of two highly 
esteemed younger business leaders 
from a series of official and semi-official 
advisory posts, following their admis- 
sions of having profited from Recruit 
Cosmos share dealings. 

On the day after the Shinto 
bombshell, 57-year-old Jiro Ushio, 
chairman and founder of Ushio Inc., a 
specialist maker of semiconductor 
manufacturing equipment, resigned 
from the Finance Ministry’s Tax Advis- 
ory Council, and from the Ministry of 
Trade and Industry’s Industrial Struc- 
ture Council. Ushio also gave up a post 
as director of the Japan Association 
of Corporate Executives (Keizai 
Doyukai), an influential policymaking 
body made up of individual private busi- 
nessmen. 

Ushio denied wrongdoing in relation 

Recruit but admitted that involve- 
ment in unethical share dealings had 
made it difficult for him to continue ad- 
vising the government on sensitive is- 


the government and the Opposition 
evenly matched — the majority group 
providing a speaker from its ranks — 
the assembly could function only with 
the p casting vote. 

ere were stormy protests in the 
national assembly with opposition MPs 
accusing Bhutto of engineering the 
move as Jamali would have faced a no- 
confidence vote in the provincial legisla- 
ture which he could not have survived. 
The opposition walked out of the parlia- 
ment comparing the dissolution to a 
similar one in 1973 by her father, the 
late prime minister Zulfikr Ali Bhutto, 
which in turn had led to a four-year in- 
*'rgency in the province. 


pioneer. Bhutto insisted she had no 
prior knowledge of the governor's 
decision, and that the governor had 
taken the step according to the constitu- 
tion. Later the governor confirmed that 
he had not consulted the prime minister 
and had acted on his own. PPP leaders 
also countercharged that the uproar 
over Baluchistan was a deliberate at- 
tempt by the opposition and conserva- 
tive vested interests to undermine the 
new national government. The next 
election in the province will now have to be 
held within 90 days from 15 December. 
The crisis could also spill over into 
the neighbouring North-West Frontier 
Province (NWFP), where the PPP has 
managed to form a government in al- 
liance with the Awami National Party 
(ANP). Abdul Wali Khan, the leader of 
the ANP, joined the opposition’s walk- 
out from the parliament over the 
Baluchistan affair. If the ANP were to 
desert the PPP in the NWFP, that pro- 
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sues like tax reform. The same attitude 
seems to have been taken by Ken 
Moroi, chairman of Chichibu Cement 
and a former fellow student with Ushio 
at Tokyo University. Moroi gave up 
positions on a Ministry of Education 
school reform committee and in several 
employment-related councils, as well as 


stepping down from the board of Keizai | 


Doyukai. 


Bo Ushio and Moroi had been re- 

arded as potential future leaders of 
the Zaikai, an exclusive inner circle of 
business leaders, at present dominated 
by men in their 70s and 80s, which coor- 
dinates relations between the govern- 
ment and major private companies. 
Their other claim to fame was as mem- 
bers, together with Ezoe, of a select 
group of young businessmen who main- 
tained close relations with former prime 
minister Yasuhiro Nakasone — a group 
that some commentators are already 
labelling the Nakasone mafia. 

The role played by NTT in such a 
mafia, if it ever existed, remains 
obscure but revelations by opposition 
parties and the media about the com- 
pany’s dealings with the Recruit Group 


vincial government too could collapse. 
In Punjab, the most populous and in- 


fluential province, the opposition IJI | 


controls the government and the 
Baluchistan crisis has strengthened the 
resolve of Chief Minister Nawaz Sharif. 
The PPP's hopes of mounting a no-con- 


fidence move against Sharif have reced- 
| 
| ed and Bhutto appears to have been re- 


conciled to leaving Punjab to her IJI ri- 
vals. The PPP's hold on the provincial re- 
gimes is secure only in Sindh — Bhutto's 
native region — where it has an over- 
whelming majority. In a climate of poli- 
tical polarisation, Bhutto faces the task 
of convincing her provincial rivals that 
she will not ride rough over them. 








Jamali: convenient alliance. 
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during 1986 and 1987 do seem to point 
to the existence of a complicated three- 
cornered relationship. Apart from 
enabling three of the company's senior 
executives to benefit by the purchase 
and resale of pre-listed Recruit Cosmos 
shares, Ezoe arranged during 1986 for 
the purchase from NTT of two out of 
four supercomputers the company had 
ordered from Cray Research of the US. 

The resale by NTT of its supercom- 
puters to Recruit may have been jus- 
tified as part of Recruit's strategy of 
diversifying into information process- 
ing. But the deal also meant that NTT 
was able to buy more US equipment 
than it might otherwise have needed. 
thereby giving the appearance of dram- 
atically stepping up its overseas pro- 
curement. 

This was convenient, analysts point 
out, in view of Nakasone's pledge to 
President Reagan to lower the US trade 
deficit by having semi-official Japanese 
Government entities step up purchases 
of US electronics. Nakasone is said to 
have promised Reagan during the final 
summit meeting between the two men 
in May 1987 that NTT would buy an ad- 
ditional supercomputer п 


There is still a precarious balance of 
power at the federal level, despite 
Bhutto's formidable personal popular- 
ity. The PPP had expected that once 
their leader headed the government, 
there would be a rush of independent 
MPs and senators — from the upper 


| house of parliament — to join the ruling 


party. But that has not happened. The 
senate, which has the power to delay 
and even block legislation passed by the 
lower house, remains full of Zia 
loyalists, who either continue to be hos- 
tile to the PPP or are sitting on the fence 
watching the outcome of the tussle in 
the provinces. 

fonti. the key to the country's 


, political future still remains in the hands 








of the army. After assuming office, 
Bhutto paid a visit to the General Head- 

uarters of the army and held discus- 
sions with Gen. Mirza Aslam Baig, the 
chief of the army staff. After the discus- 
sions Baig reiterated that he would not 
interfere in political matters because the 
army's job of facilitating a peaceful elec- 
tion had been accomplished. 

According to PPP sources, Bhutto 
reassured the generals on the continua- 
tion of broad security policies, but at the 
same time insisted that a reshuffle in the 
top echelons of the entrenched bureau- 
cracy would have to be carried out. She 
is also known to have made it clear that 
changes in officials' attitude towards the 
people and the country's policies were 
essential. However, her scope to man- 
oeuvre through the political maze has 
become even more restricted after the 
crisis in Baluchistan, a situation which 
cannot displease some of the conserva- 
tive generals. п 














FOREIGN RELATIONS 


Coming to grips 


Japan and the Soviet Union debate disputed islands 


By Charles Smith in Tokyo 


J apan and the Soviet Union remained 
as far apart as ever in their dispute 
over the Northern Territories — four 
Soviet-occupied islands, north of Hok- 
kaido, which are claimed by Japan — 
when Soviet Foreign Minister Eduard 
Shevardnadze visited Tokyo in mid-De- 
cember. 

However, there were signs that the 
two sides were at least coming to grips 
over the issue. Instead of claiming that 
the territorial problem “does not exist,” 
as Soviet leaders have often done in the 
pe; Shevardnadze spent nearly three 

ours debating the question with his 
counterpart Sosuke Uno. The Soviet 
side also accepted a Japanese proposal 
to establish a working group of senior 
officials to discuss the issue. The group's 
official task is to study the terms of a 
peace treaty but its real job, Japan 
claims, is to debate the territorial issue. 

Japan's claim to the islands depends 
on its view that the four are not part of 
the Kuril chain and thus are not covered 
by the terms of the San Francisco peace 
treaty (between Japan and the US) in 
which Tokyo surrendered any claim to 
the Kurils. Moscow has at times hinted 


VANUATU 


that it might return two of the four is- 
lands (Skikotan and the Habomai 
group) to Japan. Japanese public opin- 
ion, however, has been solidly in 
favour, at least until very recently, of an 
all-or-nothing anao to the problem. 

Uno and Shevardnadze also held 
what were said to be useful discussions 





Shevardnadze: useful discussions. 








Old comrades at odds 


Lini crushes Sope's bid to overthrow the government 


By Michael Malik in Sydney 


TM rivalry between Vanuatu Prime 
Minister Walter Lini and his former 
colleague, Barak Sope, came to a head 
with the collapse of Sope's attempt to 
stage a constitutional coup as well as his 
arrest by security forces on 18 De- 
cember after he had been declared 
leader of an “interim government." 

A ruling the next day by the Vanuatu 
Supreme Court that an attempt to dis- 
solve parliament and call new elections 
by President Ati George Sokomanu — 
Sope's "uncle" under local custom — 
was unconstitutional, left Lini in firm 
control of what is now virtually a one- 
party state. 

Sope and four others were charged 
with treason on 20 December and the 
electoral college, comprised of MPs and 
regional council leaders, will be con- 
vened to remove Sokomanu. 

The crisis, which is more a power 
struggle between the two men than rep- 
resenting any deep ideological division, 
carries the danger with it, however, of 


14 





reawakening the split between the Eng- 
lish- and French-speaking communities 
— the legacy of the Anglo-French con- 
dominium over the New Hebrides, 
which became independent Vanuatu in 
1980. 

Lini, an Anglican priest, and busi- 
nessman Sope, together with 
Sokomanu, were co-founders of the rul- 
ing Vanua'aku Party back in the 1970s. 
Lini and Sope started to drift apart 
when Sope began flirting with Libya 
about three years ago, much to the dis- 
may of the Western powers and Austra- 
lia, which has remained a staunch sup- 
porter of Lini through the current crisis. 

Lini's expulsion of two Libyan en- 
voys and his veto against establishing 
ро relations with Tripoli, plus 
other tensions, led to an unsuccessful 
challenge for the party leadership by 
Sope last year. In March this year an 
anti-government demonstration Or- 
ganised by Sope — then still a minister 
— turned violent and resulted in one 

















on regional issues such as Cambodia 
and the Korean peninsula. The Soviets 
agreed on the need for a full withdrawal 
of Vietnamese troops from Cambodia 
and promised to transmit a Japanese 
message to Pyongyang stressing Japan's 
desire for closer relations with North 
Korea. A suggestion by Uno that Mos- 
cow could help to reduce tension in 
Northeast Asia by releasing data about 
the size of its military presence in the 
area was met by the response that this 
could be done in the context of regional 
talks on demilitarisation. 

Discussions on bilateral economic 
relations made less progress. Soviet 
proposals for a bilateral investment 
guarantee agreement and for an overall 
agreement on promoting economic ties 
were both given a thumbs down signal 
by Tokyo. This suggests that Japan is 
sticking to its policy of refusing to take 
any significant steps to promote trade 
and investment while the territorial 
issue remains unresolved. 

A major success on the periphery 
the talks, was the banning of broadca..... 
by extremist rightwing groups using 
sound trucks parked outside the Soviet 
Embassy. A law banning such broad- 
casts in central Tokyo was puc by 
parliament on the eve of the Soviet 
minister's arrival leading to at least one 
arrest of a would-be broadcaster. The 
ban, insisted on by Moscow as a condi- 
tion for the visit, puts an end to a nui- 
sance which has bothered other Tokyo 
residents besides Soviet diplomats. В 


death and the call by Lini on Australia 
for support in the form of anti-riot 
equipment. 

The next step was Lini's expulsion of 
not only Sope and his supporters but of 
the whole of the Francophone Union of 
Moderate Parties (UMP) from parlia- 
ment on the technical grounds that MPs 
had forfeited their seats by boycottine 
sessions. By-elections to fill the se: 
were also boycotted by Sope's newiy 
formed Melanesian Progressive Party 
and the UMP. Following a turnout of 
only about 45% of voters, compared 
with a usual average of 80% , Sope call- 
ed on Sokomanu to dissolve parliament 
on the grounds that Lini had lost popu- 
lar support. 

The Supreme Court decision, the 
low turnout for an anti-Lini rally plus 
the fact that the security forces re- 
mained loyal to the point of arresting 
Sope inside Sokomanu's house, make it 
obvious that for the time being Lini has 
the situation completely in control. 

But apart from the damage done to 
Vanuatu's tourist trade — badly hit by 
the March unrest — and the country's 
other continuing economic problems, 
the long-term worry concerns the possi- 
ble alienation of the roughly 40% Fran- 
cophone population if it continues to be 
unrepresented through the democratic 
system. п 
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AUSTRALIA 


А bastion of corruption 


Queensland wraps up its graft inquiry 


By Michael Malik in Sydney 
fter 18 months of hearings, 340 wit- 
mw nesses and the accumulation of 
21,500: pages оѓ transcript, the 
Fitzgerald Commission of Inquiry into 
alleged corruption in the Australian 
state of Queensland has closed with the 
appointment of a special prosecutor 
who’ will consider the legal conse- 
quences of allegations involving the 
state's police, judiciary and politicians. 

In the deluge of allegations — in- 
cluding police protection of illegal 
book-making and prostitution, misuse 
of public funds by state ministers and 
massive "loans" and political donations 
siven to politicians by businessmen in 

wn for favours — the full irony of the 

ation has tended to be obscured. 
The irony is that before the inquiry 
began, Queensland was the self-pro- 
claimed bastion of morality, decency 
and the Protestant work ethic. 

This image, the biggest victim of the 
investigation, was carefully. nurtured 
over 20 years by former state premier 
Sir Johannes (Joh) Bjelke-Petersen, a 
rightwing, church-going Lutheran who 
led the state's National Party. The Na- 
tional. Party state government, which 
draws most of its support from a conser- 
vative rural population, mdy become 
the next victim. 

Bjelke-Petersen's single-handed "get 
things done" approach to running the 
state appealed not only to local business 
and political wheeler-dealers but to Ja- 
panese entrepreneurs as well — includ- 
ing Напо Takahashi of. EIE, 
Yohachiro Iwasaki of Iwasaki Sangyo 
С^ and Shuji Yokohama, chief execu- 

of the Japanese-controlled Daikyo 
Australia. All three have invested mil- 
lions of dollars in Queensland tourist re- 
sorts and other projects. 

Evidence presented at the inquiry 
painted a strange picture of Bjelke- 
Petersen’s operations, particularly the 
financing of his personal political fund 
: 4S8 well as that.of the National Party. He 
. did not deny that up to A$500,000 
. (US$425,170) in cash was left at his of- 
fice by donors, but claimed he could not 
remember who donated it. 

Among the donors identified at the 
inquiry was a Hongkong businessman, 
apparently seeking a favour, who left 
A$200,000. On request by his counsel, 
the businessman's name was suppressed 
by the commission. | 

In 1987, when Bjelke-Petersen con- 
sidered himself at the height of his poli- 
tical power and was promoting himself 
as à. potential Australian prime minis- 
ter, the seeds of his state government's 
destruction were being sowed. Probing 
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by the local and national media culmi- 
nated in May of that year — just two 
months before the general election — 
with an: Australian Broadcasting Corp. 
TV report on alleged protection of il- 
legal gambling and prostitution by the 
Queensland police. 

Amid public demands for an expla- 
nation, lawyer Gerald Fitzgerald was 
appointed by the state government to 
investigate. This was not an unusual re- 
sponse to such allegations. There have 
been many royal, parliamentary, judi- 
cial and other commissions of inquiry 


into corruption in Australia over the | 


years, but most of them fizzled out for 
lack of reliable evidence or 
political will. 

The Fitzgerald Commis- 
sion, however, looks as 
though it might be the excep- 
tion. First, its creation came 
at а time when the old order 
of politics in Queensland was 
ready to tumble. anyway. 
Second, in the selection of 
Fitzgerald, the state hap- 
pened — some believe by 
mistake — to pick a man of 
integrity who would not let 
anything be swept under the 
carpet. 

Although it was only in 
the week before the commis- 
sion ended its hearings that 
Bjelke-Petersen finally step- 
ped into the witness box, 
“Sir Joh" was the inquiry's first victim. 
Twelve months to the day before his ap- 
pearance on 1 December, he was forced 


to resign as premier. 
Perhaps the main reason for the 
swing against him was the failure of 
the “Joh for prime minister” campaign. 
That had helped to fragment the conser- 
vative opposition coalition with the Lib- 
eral Party and led to Labor's third suc- 
cessive victory. But the immediate 
catalyst was the allegation by sacked 





state minister Mike Ahern that Bjelke- | 
Petersen was trying to stifle or close the | 


Fitzgerald inquiry for fear of where it 
would lead. 

When he inherited the state premier- 
ship as a result, Ahern put his political 
reputation on the line with a firm com- 


mitment to see that Fitzgerald pursued | 


the corruption allegations no matter 
how high they might lead. He backed 
his stance by widening the inquiry’s 
terms of reference until, in his own 


words, it was the most powerful inves- | 


tigative body ever established in Aus- 
tralia. 





| At the close of the commissione 
public hearings, Fitzgerald warned that 
| the inquiry and his report with recom 
| mendations, expected in about six 
| months, were only the beginning of a 

| cleansing process, He said that process 

| could prove futile if the right people аге 
not found to take on the work which, he 
conceded, would carry risks with it. He 

| asserted that the "misconduct has mot 

| stopped, and much of what has already. 
occurred has not been exposed.” He ap- 
pealed to “the vast majority of the por. 
lice force” not to protect their corrupt 
colleagues. 

| Fitzgerald and his legal and clerical 
| staff of 50 have amassed written states 

| ments from every person impli i 
| evidence by witnesses. Much of t 
| 

| 

i 

| 








material was not revealed to the: 
and has yet to be evaluated, Bur Ah mo 
facing serious political fallout from the 
inquiry, has promised full disclosure ree 
| gardless of how prominent are those inm 
| volved. Special prosecutor Douglas. | 

















l 
Drummond, one of Fitzgerald's legal 1 
staff, said on taking up his job that be: 
| expected "a considerable number” 
| prosecutions. | : | 
| Two Queensland judges, Eric Prat 
| and Angelo Vasta, have already stoo 
| 
| 









of |. 


| down from the bench as a result of the 
inquiry and are subjects of a separate 
judicial probe into alleged improper 
conduct. State police commissioner Sir 
Terence Lewis bos been suspended and 
| two state ministers — Russ Hinze and 
Ron Lane, who both admitted personal 
| Misappropriation of funds, the accumu- 
| lation of “loans” or tax evasion — were 
| sacked. 

ı At the end of the hearing came one 
| of the most sensational allegations of 
all: that in order to obtain a A$3 million 
; loan to finance a roperty deal being 
| made by his son John, Bjelke-Petersen. 
| as premier, had hinted that Ше Eu 
| pean-Asian Deutschebank would r 
| ceive first offer of all Queensland Ë 
| ernment and semi-government financ- 
| ing requirements. Bjelke-Petersen de- 
| nied all knowledge of a telex message to 
| this effect tendered as evidence. 
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- INDONESIA 


| Guided by the past 


Abri's role as guardian of the nation continues 


By Michael Vatikiotis in Jakarta 


AS a year of leadership. changes 
and political challenges, In- 
donesia's armed forces (Abri) are anxi- 
ous to project a sense of continuity and 
stability. In the months since the mili- 
tary opposed the president's choice for 
vice-president but then backed down, 
many have wondered about the mili- 
tary's future role in national affairs. 
That this role remains as much social 
and political as military is a point stress- 
ed by senior staff officers. Anxious to 
dispel creeping perceptions of “a return 
to the barracks" as the military sharpens 
its professional role, Air Marshal Teddy 
| Rusdy, assistant to the armed forces 


| commander on policy and planning, 
|. reaffirmed that Abri's tasks and mission 


| "remain valid" and “will not change.” 
Abri's perception of itself not as a 


| purely military organisation but the em- 


|. bodiment of the Indonesian people, 
| continues to guide its actions. It con- 
] tinues to rely on a doctrine which draws 
| heavily on Indonesia's struggle for inde- 
|: pendence and subsequent political de- 
| .velopments. The focus of this doctrine, 
ү embodied in the Sapta Marga, or seven 
|. principles laid down in 1951 and re-em- 
- phasised in the 1988 Law on Soldier- 
ship, is Abri's role as guardian of the In- 
donesian state and nation. This has un- 
derpinned the military's participation in 
almost every field of government and its 
^ desire for a say in decision-making at 
every level. 

The Abri leadership seems to be 
acutely conscious of external percep- 
tions of the dwifungsi, the concrete 
basis of its dual political and military 
role in the state. In a rare briefing for 
foreign journalists Rusdy, who is re- 
garded as a key aide to Abri commander 
Gen. Try Sutrisno, criticised the foreign 
press for distorting or misunderstanding 

- the dual function. "Through the 
People's Consultative Assembly [con- 
gress, MPR], the Indonesian people 
| have declared Abri with its dual func- 
; tion as a basic asset of national develop- 
ment," Rusdy said. 

| "indeed, far from calling the dual 
| function into doubt, recent political 
events should be interpreted as a rein- 
forcement of the .dwifungsi. The 


bolstering of Abri’s participation in the | 


: lower chamber of the People's Repre- 
“sentative Council (parliament, DPR) 
and the leading role played by Abri at 
| the recent congress of the country's 
| majority political grouping, Golkar, 
ово point to a sharpening of Abri's po- 
| litical role. 

|, Addressing implicit criticisms that 
| dwifungsi is an obstacle to the develop- 
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| 
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ment of political institutions in In- 
donesia, Rusdy asserted that Abri "sees 
more room for political development 
within the framework of Pancasila [the 
state ideology] democracy." 

Certainly among the most vocal cri- 
tics of the current weaknesses of politi- 
cal institutions, are serving or retired 
senior army officers. The governor of 
the National Defence Institute, Maj.- 
Gen. Subyiakto, for example, advo- 
cates a greater role for the minority poli- 
tical parties. Retired general Sumitro, a 
former head of Kopkamtib (the recently 
abolished military internal security ap- 
paratus), has publicly called for a relax- 
ation of government control over politi- 
cal activity. 

Against this, many civilian commen- 
tators argue that the current campaign 
against officials accused of having a lef- 
tist or communist past is being pursued 
too dogmatically by Abri. While the mi- 
litary insists on handling security clear- 
ances on a case by case basis, the civilian 
bureaucracy would like to see certain 
criteria set, taking into account the long 
period that has elapsed since an abor- 
tive coup attempt in 1965 in which the 
Indonesian Communist Party took part. 

While it would be misleading to talk 
about shifts away from the dwifungsi, it 
is possible to detect changes in other 
areas of Abri’s operations which may 














have an impact on the tenor rather than 
the shape of Abri's role. The most obvi- 
ous charge has been the culmination of 
five years of structural reorganisation 
under former Abri commander (now De- 
fence Minister) Gen. Benny Murdani. 

The principal effect of Murdani's re- 
forms has been the streamlining of the 
command structure and a greater em- 
phasis on the military's capacity to de- 
liver conventional military force where 
it is needed. Abri tactical doctrine is 
rooted in the concept of sishankamrata, 
or total people's defence, whereby the 
local population provides logistical sup- 
port for the conventional army facing an 
outside threat. 

Indonesia is divided into 10 regional 
military commands which are supposed 
to be self-sufficient. They are an inte- 
gral part of what in Abri terminology is 
the territorial structure, the backbone 
of military organisation which, resembl- 
ing the complexity of the human nerv- 
ous system, reaches all parts of the 
country right down to the village le 
The abolition of four, more powerrut 
defence regions in 1983 was seen as a 
move to reduce costs — and the chances 
of any senior officer developing a power 
base in the regions. 


Tr sishankamrata system draws 
heavily on the experiences of Abri 
during the formative years of the anti- 
colonial struggle. Despite the misgiv- 
ings of outside military observers, it re- 
mains an important aspect of contempo- 
rary military training. “The events of 
1948-49 demonstrated how the Indone- 
sian people will never allow outsiders to 
overrun their country. This is how we 
can be sure of the people’s support in fu- 


| Drawing on doctrine 


Socio-political role emphasised over military training 


ith the passing of the older genera- 

tion of officers who led Abri 
through its formative stages, the mili- 
tary is now being led by the so-called 
generasi penerus, or succeeding genera- 
tion. It is therefore of some importance 
to understand the manner in which the 
new generation has been trained, how 
its members think and what future role 
they see for Abri. 

The extraordinary emphasis placed 
on army doctrine is a unique and much 
misunderstood aspect of the Indonesian 
armed forces. Officer training for the 
most part consists of studying doctrine 
and being prepared for socio-political 
duties. The study of conventional war- 
fare is, overall, a minor part of training. 

Army infantry officers, who domi- 
nate the command structure, undergo 
several periods of training starting with 
a four-year spell at the Armed Forces 
Academy (Akabri) in Magelang, cen- 
tral Java. After a further basic infantry 











officers’ course in Bandung, those who 
have made the rank of captain or major 
may at this stage attend courses over- 
seas — mainly in the US. 

The US Government currently allo- 
cates about US$2 million a year for In- 
donesia under its International Military 
Education and Training Programme. 
About 90-100 Indonesian officers are 
sent every year, far more than to any 
other single country. 

On their return, they attend an offi- 
cer tactics course, again in Bandung, 
during which study of the dwifungsi 
(dual role) is the major input. This may 
be followed by another overseas course, 
after which those who pass the rigorous 
selection process, g on to the army 
staff college in Bandung. 

The. army staff college is the highest 
educational institution in the army. It 
was founded in 1951 with a view to en- 
hancing field skills, leadership and pro- 
fessionalism. But the college altered 
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ture," a senior staff instructor at the mi- 
litary academy in Bandung said. 

evertheless, defence experts agree 
that on the tactical front, the bolstering 
of the army's strategic reserve — which 
includes one infantry, one armoured- 
cavalry and six airborne-infantry battal- 
ions — and the attention paid to the de- 
velopment of a centrally based, rapid 
deployment force, can be seen as an at- 
tempt to mitigate the logistical short- 
falls of бананга. Although these 
changes will increase Abri's capability 
to project force, Abri staff go to great 
lengths to stress that the use of force is 
not intended to be projected beyond In- 
donesia's extensive land and seà bound- 
aries. 

Overall strategic concerns remain 
unchanged, одон they are, as a senior 
officer put it “subject to continual asses- 
sement." In broad terms, Indonesia 
perceives no substantial external threat, 
though if there was one, it would most 
"Ју come from the north — a belief 

2d largely on historical fears of 
«aunese expansionism in the region. 

Most of Abri's attentions, however, 
are directed to what it perceives as the 
constant need to guard against the 
threat from within. What Rusdy refers 
to as Abri's predominantly “inward- 
looking tasks," include in the main the 
preservation of defence and security of 
the nation at every level. “It is actively 
defensive in nature, to combat in the 
earliest possible manner any possible 
threat to security," he said. 

In this respect, the recent dismantl- 
ing of Kopkamtib is widely perceived 
as having restricted Abri's scope for in- 
ternal operations — an implicit aspect 
of the former special powers sanctioned 


this emphasis on applied skills after 
1960, to research and develop army doc- 
trine. 

Maj.-Gen. Feisal Tanjung, the staff 

ege's commandant, said in an inter- 
view that the institution "was assigned 
the mission of developing army doctrine 
based not only on general principles of 
military art and science, but primarily 
on Indonesian cultural heritage and his- 
torical experience during the struggle 
for independence." Since that time, he 
said, the college has been the principal 
institution for research and develop- 
ment of doctrine. 


S virtually all senior army staff 
officers pass through the college, it 
can be seen as the stable of Indonesia's 
military élite. “If you are going to deve- 
lop in the army, vou have got to go to 
me college]." a diplomatic source said. 

е institution’s staff is proud both of 
the intellectual input they have contri- 
buted to Abri and the leaders they have 
thrown up. President Suharto attended 
the staff college in the 1950s. The pre- 
sent armed forces commander, Try ut- 
risno, was also a student there. 














by Kopkamtib. All 
such action must now 
be processed through 
the new coordinating 
security body, Bak- 
orstanas which, for 
the first time, includes 
representatives of the 
civilian bureaucracy 
and requires the au- 
thority of the presi- 
dent. 

This touches on 
what may be regarded 
as the core of Abri 
thinking: namely its 
relationship with the 
state. The roots of this 
relationship are em- 
bedded in historical 

recedent. The 19 








| state. Asked about 
this, Rusdy gave one 
of the clearest expla- 
nations to date. He 
distinguished between 
Abri the institution, 
bound to rules and 
regulations and not in 
any sense а "super- 
body of the govern- 
ment," and "Abri asa 
spirit, which we call 
the TNI" — this spirit 
being, as Rusdy put 
it, crucial to the very 
existence of the coun- 
try. The 1948 incident 
has, he allowed, pro- 
vided a precedent for 
a situation. if "one 
day maybe, TNI's 








ecember 1948 sur- 
render of the president and the cabinet 
to the Dutch in Jogyakarta led to the 
then army commander, Gen. Sudir- 
man, taking the decision to fight on 
"with or without the government." This 
event was the crucible of the so-called 
"Spirit of 45" — later condensed as the 
embodiment of the National 
Indonesia (TNI). 

The profound effects the events of 
December 1948 have had and continue 
to have on army thnking cannot be un- 
derestimated. For most of the contem- 
porary Abri leadership, the 1965 abor- 
tive ор and its aftermath had a simi- 
larly cathartic effect. In both cases, the 
army's subjection to the government of 
the day was suspended in the national 
interest. 

More crucially, they render vague 
the army's precise relationship to the 


The curriculum is heavily laden with 
social and political studies — more than 
30% of instructional periods are de- 
voted to social and political training and 
the teaching of patriotic values. Tan- 
jung said the college's role as a doctrinal 
think-tank is becoming increasingly im- 
portant. "The primary goal of the 
course,” wrote а recent foreign 

raduate, "is to further develo loyal 
ndonesian officers, well versed in their 
basic ideology and committed to a na- 


tional versus a regional political outlook." 


Most graduates will go on to serve in 
regional commands, where the army's 
dual socio-political and military func- 
tion is perhaps most finely tuned. In 
practical terms, therefore, training is 
aimed at perfecting skills for the man- 
agement of the territorial system, the 
backbone of dwifungsi. 

The 11-month course also provides 
students with an opportunity to discuss 
doctrinal and political problems, but an 
emphasis on conformity and the sac- 
rosanct nature of the doctrine imposes 
restrictions on the scope of their discus- 
sions. “The intrinsic values of doctrine 
never change," a former staff college in- 
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Р spirit will not be in 
line with the government's decision." 
While this can be interpreted as a 
clear statement of Abri loyalty to the 
state, rather than to the government of 
the day, it must be qualified by their 
performance under Suharto's New 
Order government. For the past 23 
years, Abri has first demonstrated an al- 
most obsessive concern for legality and 
the observation of constitutional boun- 
daries and, second, shown unswerving 
loyalty towards Suharto himself. 

In a sense, the problems that have 
beset Abri over the past year — the 
rough passage of the New Soldiers Bill 
in early 1988, the friction over the 
choice of vice-president in March and 
the abolishment of Kopkamtib — can 
perhaps be attributed to a weakening of 
Abri's political skills after more than 20 
years of firm executive rule. п 





structor said, "but application сап be 
adapted." 

However, foreign students who have 
attended the college say that while stu- 
dents may become aware of logistical 
and administrative problems associated 
with traditional military thinking, they 
are reluctant to push for change. This 
may be changing, and observers agree 
that a new aura of professionalism, 
based more on proven conventional mi- 
litary principles than trial and error, is 
taking root among the young officer 
corps. 

or the time being, the full impact of 
the younger generation of officers re- 
mains tempered by the lingering influ- 
ence of the 1945 generation. Many of 
the latter fear that their successors have 
not yet "fully absorbed the lessons of 
the period of national struggle" — а 
euphemism for political inexperience. 
With all the potential difficulties posed 
by a troubled economy, attendant social 
problems and a likely change of national 
leadership in the next five to 10 years. 
the new Abri leadership's political skills 
will be a vital prop to Indonesia’s stabil- 
| ity. — Michael Vatikiotis 
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SMUGGLING 


South Asian paradise 


Business is booming for illegal trade in drugs and goods 


By Salamat Ali in New Delhi 
S meee has become so pervasive 
in recent years that some Indians 
consider it as serious a problem as popu- 
lation explosion and pollution. Last 
year, smuggled goods conservatively es- 
timated at Rs 1,092.6 million (US$75 
million) were seized, including gold, 
silver, watches, synthetic fibres, foreign 
currencies and dangerous drugs. Offi- 
cials accept this is only a fraction of what 
slips past them. 

India is a smuggler’s delight. It has 
a long and inadequately patrolled 
coastline; shares several thousand 
kilometres of highly porous borders 
with Burma, Nepal and Pakistan; and 
the people on either side of these fron- 
tiers have close ties with each other. 

The political upheavals of the Sub- 
continent also encourage smuggling. 
The decades of unsettled conditions in 
Burma and continued internal strife in 
Afghanistan have been fertile ground 
for smugglers as displaced communities 
gather on borders, and terrorists and 
political dissidents turn to illicit trade 
to raise money for arms and sup- 
plies. 

Smuggling is big business too, with 
more peor becoming involved. The 
nexus between gold, guns and narcotics 
has made it lucrative, and the vast fi- 
nances of the smugglers have helped 


Going for gold 











them buy political patronage and pro- 
tection. Inereasingly sophisticated 
equipment helps them evade the cus- 
toms and coast guard and carry out their 


| trade with impunity. 


It is not just shadowy syndicates that 
are involved in smuggling. Some Indian 
business houses, while not touching 
gold or drugs, are adept at under-invoic- 
ing, misusing foreign trade licences, cir- 
cumventing conditions of licences and 
violating import trade controls. Cus- 













toms officials reported few such viola- 
tions before 1980, but since then a large 
number of businessmen —_ including 
one top New Delhi-based business 
house — have been caught. 

The smugglers use the vast, largely 
unguarded desert which sprawls across 
the southern portion of the Indo-Pakis- 
tan border. Nepal and Burma as à 


| springboard for their activities. In the 


desert of the Saurashtra and Kutch re- 
gions, conditions are ideal: families 
have relatives on either side of the bor- 
der, and the 300-km coastline between 
the Maliya creek and Lakhpat is 
sparsely populated and only nominally 
policed. Saurashtra coastal villages are 
so heavily armed that the police only 
enter them for routine crime investiga- 
tion with a paramilitary escort. 
Equipped with automatic weapons, 





я > 


T m T alt 
rters: the Subcontinent is a smuggler's delight. 



























Contraband flood fuelled by drug money 


po is often likened to a gigantic 
sponge able to soak up unlimited 
quantities of the gold which continues to 
flood into the country despite the ban 
on imports imposed decades ago. More 
worrying for local enforcement officials 
is recent evidence that gold smuggling 
has become entwined with the narcotics 
trade. If current seizures of illegally im- 
ported gold are an indication, the In- 
dian appetite for the yellow metaLis far 
from satiated. 

According to an early October esti- 
mate, the government had been confis- 
cating an average of 3 kg of gold per 
day for the preceding six months. A kg of 
gold at the local price is worth Rs 320,000 
(US$22,000) compared to the average 
recent world price of Rs 200,000. 

But since the beginning of October, 
law-enforcement agencies have seized 
gold worth Rs 410 million. This includes 
an all-time record haul valued at Rs 260 
million found on a Pakistani smuggler's 
launch on the Kutch coast in early De- 









cember. Although officials ascribe the 
bigger gold hauls to their increased vigi- 
lance and the higher sophistication of 
their detection methods, other obser- 
vers attribute it to the smugglers paying 
for gold with narcotics. 

Previously, the most common way of 
financing the gold was by creaming off 
foreign exchange through foreign trade 
or unofficial banking channels operat- 
ing from the Gulf. Smuggling syndicates 
operating in Dubai and other Gulf cities 
undertake to remit expatriate Indians' 
savings and do so more efficiently and at 
better rates than the offical banking 
channels, which are tardy and slightly 
less reliable. 

While the Indian end of the smuggl- 
ing syndicate pays the addressees in 
India in the local currency, the foreign 
exchange is retained abroad to pay for 
gold. Some persons arrested a few 
months ago while boarding a flight for 
Dubai, were found carrying documents 
that were proof of payments made to 








the relatives of Indians working in the 
Gulf. These people confessed that their 
operation accounted for Rs 5 million. 
Funds for gold smuggling are also 
generated by over-invoicing in le-*** 
mate foreign trade deals, such as 
book imports. Book sellers do not need 
a licence to bring in educational and art 
books. They apply for and get foreign 
exchange from the Reserve Bank of 
India, the central bank, without men- 


| tioning discounts, which can range from 


60-7095. The difference either pays for 
gold purchases or is remitted back 
through unofficial banking channels op- 
erated by the smuggling syndicates. 


old comes into India by sea, over- 
land through neighbouring coun- 
tries and by air. About two years ago, 
the customs busted a smuggling racket 
involving airline officials. A gold con- 
signment was booked from Hongkong 
for Kathmandu via New Delhi as mis- 
cellaneous items. The gold was substi- 
tuted with miscellaneous items at the 
New Delhi airport and the altered con- 
signment duly sent off to Kathmandu. 
In mid-1985, customs caught a smug- 
gler bringing in gold worth more than 
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walkie-talkies, high-powered  trans- 
mitters and heavily armed fast boats, 


smugglers move gold, electronics goods | 


and guns onto land and across the 
borders. Against them is an inadequate- 
ly manned coast guard whose schedule 
of patrols the smugglers are aware 
of. | 
From there, most of the goods are 
taken to the Gujarat capital. 
Ahmedabad, from where they are dis- 
persed across India. According to 1984 
estimates, contraband worth Rs 420 
million found its way each month to 
Ahmedabad. 

‘Smugglers are aided by informants 
within the customs and police depart- 


ments, and have bought enough power- | 


ful political support to either transfer of- 
ficials who inquire into their affairs too 
closely or stop the transfer of helpful 
officers. 


"he heads of smuggling operations 
* on the Saurashtra coast are based in 
ie Gulf and are known, even if they re- 
main elusive. Yakub Bhatti, a Pakis- 
tani, is based in Dubai but the au- 
thorities do not even know what he 
looks like and he travels to India under 
an assumed name. Dawood Ibrahim, an 
Indian citizen wanted by the Bombay 
police, is also based at Dubai from 
where he exercises a powerful influence 
оп the Bombay underworld. Anothersyn- 
dicate is headed by the Shetty brothers. 


Contraband goods are also smuggled | in smuggling, especially of drugs. Indian 
into India by оаа off as goods | officials also suspect that Sri Lanka's 
being наронед by Nepal. Despite Nep- | Liberation Tigers of Tamil Eelam, the £18 00 
ali denials, India claims that the goods separatist guerillas, use smuggling to cl 588000. 
either actually go to Nepal and are then |. raise money to buy weapons and 


smuggled back across the border into 


| 








Uttar Pradesh, Bihar and West Bengal, 
or while in transit in India are substi- 
tuted for other goods in the customs 
warehouses where they are held unin- 
spected. India estimates that some Rs2 
billion worth of synthetic yarn enters 
India via Nepal every year. It also 
claims that Nepal imports electronics, 
watches and other goods highly dispro- 
portionate to their conceivable demand 
in Nepal. 

Although the major route for gold 
and drugs still goes through Afghanis- 
tan, Pakistan, India and Europe, espe- 
cially London, there is considerable 
smuggling of drugs and some other 
goods from Burma. Smugglers hid be- 
hind the chaos of the public uprising in 
Burma earlier this year while they 
shifted big stocks of narcotics and other 
goods into India but with the border vir- 
tually sealed after the September mili- 
tary takeover in Rangoon, goods only 
cross the porous border along India's 
Mizoram and Manipur states, and are 
then taken to Imphal and Aizawl. 

As at the Indo-Nepalese border, 
where citizens of both countries are not 
required to have travel documents to 
cross the border, smuggling along the 
Burmese border is helped by rules al- 
lowing entry without travel documents 
for up to 20 km on either side by local 
tribals. 

A number of Afghan and Sri Lankan 
refugees living in India are also engaged 


supplies. 
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the recent record confiscations have 
brought down the incidence of smuggl- | 


Rs 10 million on the local market. He 
had concealed the metal in the cavities 
of an air conditioner imported duty-free 
from Kuwait for the Afghan Embassy. 
The smugglers are even known to have 

sed diplomats as carriers: in the past 
тем years a Nigerian diplomat and two 
employees of the US Embassy caught 
smuggling were asked to leave the coun- 


try. 

According to B. V. Kumar of India's 
Central Board of Excise and Customs, 
the country is becoming a major area for 
unloading gold by the syndicates who 
are smuggling drugs. This assertion is 
supported by a matching increase in the 
seizures of both gold and narcotics. 
Also, direct links have been established 
in cases where people smuggling gold 







ing or in any way affected the local 
prices. | 
The government estimates that gold | 
smuggled into the country in 1988 would | 
amount to more than 200 tonnes valued 

at Rs 60 billion. So the government is 

known to be considering a Finance | 
Ministry proposal to allow every incom- | 


| 

| 

gold | 

| 

| 

| 

| 

| 

ing tourist, as well as all Non-Resident | 
| 



















Indians who have stayed abroad for a 
minimum of three months, to bring in | 
100 g. The proposal calls for an import 
of duty of 3095, which at current prices 
would amount to about Rs 600 for 10 g. 
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| 
have been found to be part of narcotics | The Finance Ministry contends that " 
syndicates. | the move will have a strong impact on | tes 
Understanding the lure of gold and its | gold smuggling and the Шера! conver- |! Address. 
corrupting effects, former finance minis- | sion of foreign exchange will plunge | АКЕНИ ER ST 
ter V. P. Singh had taken two steps: al- | sharply. Currently the possession of pri- | 
lowing the import of gold by jewellers mary gold in excess of 10 р is а || my 
but purely for export trade, and intro- penal offence in India and the burden of | ÛÎ Jetspeeded Cl Surface ena 
ducing a cash reward of 20% of the local | proof rests on the holder of the gold. Cheque payable to Review Publishing Coran Lid 
market value of the consignment to any | This law would have to be amended if || encioses 
official seizing smuggled gold. import of bullion by individuals is to be | To: Circulation Manager : 
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a However, neither these steps nor 
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Moving to centre stage 


The middleman in the drug trade is turning producer 


ndia figures largely in the annual US$3 
billion global trade in illegal narcotics. 
Interpol’s general secretariat reports 
that since last year, India has become a 
major transit country for heroin traf- 
ficked from Afghanistan, Burma and 


Pakistan to Africa, Europe and North. 


America. It is also becoming a producer 
country. 

Pakistan reckons that India has sur- 
passed it in the narcotics trade, and 
India has only been able to counter- 
claim that both countries are equally in- 
volved. At the meeting of the heads of 
the anti-narcotics agencies of Europe 
and South Asia in India earlier this year, 
European delegates maintained that 
most of the heroin entering their coun- 
tries either originated from India or 
passed through it. 

“India sees the problem from а 
| slightly different angle. It wants Euro- 
г pean countries to enact laws that will en- 
able them to seize proceeds of drug 

smuggling, because most of the earnings 
| from drugs are either deposited in Euro- 
| pean banks or laundered through them. 
|. Тһе Europeans consider this impossible 


| as it would violate their traditions of 
| commercial confidentiality and banking 
secrecy. 

These differences aside, anti-drug 
agencies acknowledge the difficulty of 
pos as large a country as India. 

ven then, drugs seizures in India have 
risen sharply: for instance, heroin sei- 
zures shot up from 183 kg in 1983 to 
2.716 kg in 1987. Unfortunately, so has 
production. The latest estimate is that 
Burma alone has 100,000 ha under 
poppy cultivation, 17 field laboratories 
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and 60 mobile laboratories to extract 
opium, heroin anda variety of other nar- 
cotics. Pakistan has also admitted that 
despite foreign aid, it has been unable to 
eliminate illegal poppy cultivation. 

India proposes to enact a law ban- 
ning the open sale of acetic anhydride, 
which is smuggled into Burma for 
purifying heroin. The chemical is sent 
through Morey in Manipur and Cham- 
pai in Mizoram to Tammu and Tiddim 
in Burma where it is used not only in the 
mobile laboratories operating near the 
Indian border but also in field 
laboratories on the Thai and Chinese 
borders. 

The heroin is then transported back 
to India via Imphal and Aizawl in 
the northeast from where it is trans- 


ported to Kathmandu, Calcutta and | 


New Delhi for onward shipment. Insur- 
gent groups operating in the region 
facilitate trading and are known to 
charge a 25% commission on each con- 
signment. 

On India's western border, Pakistan 
has become a leading refining centre 
since the late 1970s when it took over 
that role from a war-wracked Afghanis- 
tan. The largely unguarded and highly 

orous desert border along India's 

ajasthan and Gujarat states and the 
unsettled conditions in Punjab, where 
Sikh terrorists operate, make anti-nar- 
cotics operations difficult. The ter- 
rorists themselves are in the drugs trade 
to finance arms purchases. 

Along the Punjab border, land is cul- 
tivated on both sides up to the border- 
line, offering easy hiding places for 
smugglers and terrorists alike, but the 
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Indians claim that stepped-up policing 
has brought down drug smuggling sig- 
nificantly in this area. | 

The narcotics wing of India's Central 
Bureau of Investigations argues that 
India's involvement in drug trafficking 
is going far beyond being a mere transit 
area. Supervision of locally cultivated 
poppy continues to be slack and a lot of 
opium meant for delivery to legitimate 
morphine factories run by the govern- 
ment is diverted for clandestine heroin 
p Three such illicit factories 

ave been discovered recently. 

Others argue that even if the local 
link between poppy cultivators and the 
heroin laboratories is broken, little can 
be done about the cross-border illicit 
trade. India estimates that last year as 
much as three tonnes of Pakistan-manu- 
factured heroin passed through India. 
No estimates are available for incoming 
Burmese heroin. 





fficials and diplomats have bee" 

tempted by the ready money 
enter the drugs trade. Recent seizuics 
show that the vehicles of the Assam 
Rifles, an Indian paramilitary force 
operating along the Burmese border, 
have been used to smuggle drugs. In 
July, customs seized a 300-kg heroin 
consignment from a Central Reserve 
Police truck. Around the same time, 
100 kg of charas, a marijuana-like drug 
that is smoked, was found in a truck of 
the Border Roads Task Force. 

Interpol reports that the involve- 
ment of African and other diplomats 
and air crew as couriers has become a 
major source of concern. Last year, two 


| Zairian diplomats were caught in Bom- 
| bay with 9 kg 


of herion. Earlier, 10 kg of 
heroin was seized from a co-pilot of 
Zambian Airways at Bombay and a 
Zambian air hostess was arrested at 


Shuffling the opposition 


Alliances remain as divided as ever after strike 


By S. Kamaluddin in Dhaka 


Ithough the half-day 28 November 

general strike called by the 
Bangladesh National Party (BNP)-led 
opposition alliance and the rightwing 
orthodox Jamaat-e-Islami was success- 
ful, the various opposition groupings re- 
main as divided as ever. И also left their 
avowed aim of unseating President H. 
M. Ershad in tatters. 

The strike call was ignored by the 
two other major opposition groupings, 
the Awami League-led alliance and 
the leftwing alliance, and thus neither 
marked a revival of last year's popular 
anti-government protests nor proved 
there was wide support for the seven- 
party BNP alliance. 





If anything, the BNP’s cooperation 
with the Jamaat has widened the rift be- 
tween itself and the two other opposi- 
tion groupings. The proximity to as biga 
party as the BNP has also emboldened 
the Jamaat — which supported Pakistan 
in Bangladesh’s 1971 war of liberation 
and thus remains under suspicion — to 
indulge in some name-calling: it has de- 


| nounced as “collaborators of auto- 


cracy” the league and others who did 
not join the strike. 

e seemingly unnatural combina- 
tion of thé BNP and the Jamaat is un- 


| likely to be a cause of concern for Er- 


shad or the ruling Jatiya Party, espe- 
cially as Bangladeshis struggle to re- 
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Karachi customs officials with 17,000 kg of seized hashish. E 
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Heathrow with 17 kg of heroin trans- 
ported from Bombay via Lusaka. 

Drugs are also smuggled by sea. In 

cember last year, Bombay customs 
aiiested three seamen who had hidden 8 
kg of heroin aboard a ship bound for 
East Africa. Earlier, British police 
found 12 kg of heroin hidden inside a 
Vi rim of carpets from India. 

Of the non-Europeans arrested in 
Europe for carrying drugs from 1984- 
87, Nigerians topped the list followed by 
Sri Lankans, Pakistanis and Indians. 
According to Interpol, couriers 
originating from the Subcontinent and 
Africa have dominated the Euopean 
market since 1984. Except for Pakis- 
tanis, all other arrested couriers — In- 
dians, Sri Lankans, Nigerians, 


Ghanaians, Zambians, Somalians and 
Zairians — travelled from Bombay or 
New Delhi. 

The risk of being caught appears to 
s 3,000 


be worth it. Heroin worth 





cover from the devastating effects of the 

ent flooding and a cyclone, which 
took thousands of lives and disrupted 
the economy. 

“It was clear from the past hartals 
[strikes] that such actions cannot effec- 
tively change the government and now 
people are increasingly feeling that pur- 
poseless hartals would only increase 
their sufferings,” a leftwing activist said. 
"It is a waste of time and energy." 

Although relations between the 
BNP and the league have been effec- 
tively ruptured, moves are under way to 
regroup the opposition in varying new 
alliances. The most ambitious of these is 
the desire of the two influential pro- 
Moscow components of the league-led 
alliance of eight parties — the Com- 
munist Party of Bangladesh (CPB) and 
the National Awami Party (NAP) — 
and the leftwing alliance of five parties 
to forge a semblance of unity between 
the league's and the BNP's groupings. 
In other words, bring all the opposition 
alliances together, but excluding the 
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(US$138) a kilo in Pakistan fetches 
Rs 100,000 in India. On American 
streets it is worth US$3 million. Hence, 
the couriers use false tops, sides and 
bottoms of suitcases, leg casts, hollow- 
ed heels and soles of shoes, containers 
of cosmetics products, hollowed-out 
books, albums and handicrafts, and the 
lining of clothing. 

Europe and the US are not the only 
victims of the drug trade. The producing 
and transporting countries are also pay- 
ing a terrible price. Until 1980, there 
were no known heroin addicts in India 
or Pakistan. Now, it is estimated there 
are some hundreds of thousands of ad- 
dicts. In Bombay, even schoolchildren 
are turning into addicts. Movie star 
Amitabh Bachchan, a close friend of 
Prime Minister Rajiv Gandhi, com- 

lained in parliament in 1985 that Bom- 
5 drug peddlers were selling drug- 
coated milk lollipops to children in 
order to hook them. — Salamat Ali 











Jamaat, which the CPB and NAP feel is 
a real liability. 

At the same time, some leftwing 
leaders are floating the possibility of 
getting all the leftwing parties under one 
umbrella by persua ing the CPB and 
NAP to leave the alliance with the 
league and join the grouping of leftwing 











parties. They believe that a united | 


alliance of the Left could work with the 
BNP — but only if BNP leader Khaleda 
Zia publicly disassociates her party 
from the Jamaat. 

This tie-up appears logical because 
the other major alliance, led by the 
league, tends to distance itself from ef- 
fective anti-government movements. 
The league’s leader, Sheikh Hasina 
Wajed, advocates a broader party plat- 
form than merely toppling Ershad, 
which the other parties demand. 

What is clear, however, is that the 
two major alliances are unlikely to con- 
test any future election, which would 
leave Ershad’s ruling party in the do- 
minant position. u 


FOREIGN RELATIONS 


Thaismiles 
for Saw Maung 


Military chief Chaovalit leads 
a delegation to Rangoon 





By Paisal Sricharatchanya in Bangkok 


hai army commander and acting su 

preme commander Gen. Chaovalit 
Yongchaiyut called оп Burmese dic- 
tator Gen. Saw Maung to end the Ran 
goon government's decades-long war 
with its rebel minorities and allow dissi- 
dent students to return to Burma from 
exile in Thailand without fear of harsh 
reprisals. 

Chaovalit, during a 14 December 
visit to Rangoon as leader of a Thai de- 
legation, also called on the rebels to lay 
down their arms and participate in 
Burma's national reconciliation pro- 
gramme. 

Thailand's call for a political com- 
promise between Rangoon and the 
country's ethnic minorities — to which 
there was no response from Saw Maung 
— reflects its own security concerns 
over Thailand's long border with 
Burma. Since many of Burma's rebel 
groups operate from jungle sanctuaries 
on the border, their clashes with the 
Burmese army and among themselves 
have caused spill-over damage to Thai 
border villages. 

Bangkok's only clear gain from the 
trip was in touching base with a regime 
which, despite international condemna- 
tion for its appalling human-rights re- 
cord, is likely to hold on to power 
While Bangkok has been quietly critical 
of the Burmese army's brutal suppres- 
sion of a countrywide popular uprising 
against the government earlier this 
year, the Thai leadership has come to 
accept that it must learn to coexist with 
the powers that be in Rangoon 

rom Rangoon's standpoint, 
Chaovalit's visit represented a much- 
needed propaganda boost at a time 
when the Saw Maung regime is iso- 
lated politically and economically from 
the international community. The sus- 


| pension of international aid to Rangoon 


remains in force, pending the outcome 
of a promised multi-party election in 
Burma — the scheduling of which has 
yet to be announced 

The trip was also a propaganda cou 
for the politically ambitious Chaovalit 
who, accompanied by a throng of 
Bangkok-based journalists, extracted 
maximum publicity from the event. 

Burmese exiles in Thailand, sup- 


| ported by Thai students, protested 


against Chaovalit's visit in part because 
of the boost it would give the Saw 
Maung regime, which ordered troops to 
shoot into crowds of Buddhist monks, 
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students and others involved in the 
country's popular uprising earlier this 
year — killing thousands throughout 
the country. 

Chaovalit, said to have been acting 
on Prime Minister Chatichai Choonha- 
van's instructions, was told to make it 
clear to Saw Maung that his visit was not 
to be viewed as formal recognition of 
the Rangoon regime. The Thai army 
commander was there officially only in 
his capacity as head of a Thai-Burmese, 
border-policy implementation commit- 
tee. But Saw Maung pointedly wel- 
comed him as “the first foreign dignitary 
to visit us after the new situation de- 
veloped in Burma. " 

In any event, Chaovalit's trip broke 
an international boycott mounted 
against Saw Maung's government by 
Japan and most Western countries. For- 
eign reaction, however, was surpris- 


ingly muted, perhaps because the West- | 


ern countries appreciate Bangkok's 
need to maintain a dialogue with its 
neighbour. 


In Thailand, the Burma initiative | 


was another indication of a subtle rift in 
the Bangkok leadership which has seen 


BURMA 





the Foreign Minis- 
try's traditional role 
being gradually 
eclipsed. Whereas 
Chatichai sanctioned 
Chaovalit’s trip, he | 
objected to a similar 
mission proposed a 
month earlier by De- 
puty Foreign Minis- 
ter  Prapas Lim- 
pabandhu. The Pra- 
pas trip was cancel- 
led owing to wide- 
spread opposition, 
prompted in part by 
bungled publicity. 
Foreign diplomats 
here point to paral- 
lels between Chao- 








Saw Maung with Chaovalit: breaking international boycott. 








valit’s Burma mis- 
sion and his fence-mending role with 
Laos in the aftermath of a bloody Thai- 
Lao border battle earlier this year. Be- 
cause many aspects of Thailand's rela- 
tions with its neighbours — particularly 
communist-ruled Indochina — are sec- 
urity-related, the military has over the 
years played a key role in foreign policy- 


Then there were two 


Veteran Aung Gyi leaves main opposition party 


By Bertil Lintner in Bangkok 
Tu party of Burma's three top oppo- 
sition leaders has split with veteran 
nationalist and former brigadier-gen- 
eral Aung Gyi — whose letters to the 
country's then strongman Ne Win 
pleading for democracy helped precipi- 
tate this year's public uprising — leaving 
to form the Union National Democratic 





Party (UNDP) on 16 December. This | 


move has left the opposition appearing 
more divided than ever. 

The UNDP became the 167th politi- 
cal party to register with the authorities 
since they were allowed to do so in Sep- 
tember. Aung Gyi, 70, had previously 
been president of the National League 
for Democracy (NLD), which has 
former chief of staff and defence minis- 
ter Tin U as vice-president and Aung 
San Suu Kyi, popular daughter of 
nationalist hero Aung San, as general 
secretary. 

The three had worked together since 
they signed a joint declaration demand- 
ing the formation of an interim govern- 
ment on 12 September, at the height of 
the widespread, popular 
against the authoritarian government 
which has been ruled or controlled by 
Ne Win since his 1962 military coup. 

Ostensibly, the dispute within the 
NLD began when Aung Gyi and 12 as- 
sociates demanded that eight alleged 
communists, mainly lawyers and film 


uprising | 





actors, be expelled. When asked to sub- 
stantiate their allegations or resign, 
Aung Gyi and his friends left on 3 De- 
cember. 

But the main reason for the split ap- 
pears to have been a personality conflict 
among the NLD's three top leaders — 
and analysts differ on the impact of 
Aung Gyi's departure. On the one 
hand, the abundance of political parties 
has raised doubts as to whether a mul- 
tiparty system will really work in 
Burma. Ón the other, diplomats point 
to a unity of purpose among most of the 
political parties: they all believe Burma 
must become democratic and that only a 
neutral interim government сап oversee 
the promised general election. 


Besides, most of the political parties | 


are actually discussion groups, which 
registered as parties so as to om able to 
meet and talk politics within the restric- 
tions that Saw Maung's military regime 
introduced when it took over the gov- 
ernment on 18 September and banned 
demonstrations and outdoor meetings. 

If the NLD's split has more to do 
with personal, rather then ideological, 
differences, Aung Gyi's departure may 
not have far-reaching consequences for 
the opposition. There have been some 
indications that despite his famous let- 
ters, which were copied and spread by 
dissidents, and his subsequent deten- 





formulation and in the conduct of bila- 
teral relations with these countries. 
The military's enhanced diplomatic 
role in the region may have been given a 
boost by the well-known rivalry 
tween Chatichai and Foreign Minis... 
Siddhi Savetsila, who lead rival political 
parties in Thailand's ruling coalition. п 


tion, his popularity was on the wane be- 
cause he had urged people to have con- 
fidence in the armed forces. Diplomats 
and dissidents claim the army has killed 
thousands of anti-government protes- 
ters since March. 

Although Tin U has taken over as 
NLD president, it is Aung San Suu Kyi 
who appears to be the main opposition 
leader. When she first spoke in public at 
a mass rally on 26 August, she was 
mainly of curiosity value because of the 


| esteem Burmese have for the memory 


of her father. "Since then, however, she 
has proven that she has charisma, 
leadership qualities and, above all, an 
impressive stamina," said one Burmese 
source in Rangoon. 

She has been greeted enthusia 
cally in two long trips through the Pe. 
Magwe, Mandalay and Sagang divi- 
sions, the Shan state and the southeast- 
ern region. Tin U's tour of the Ir- 
rawaddy delta region and other NLD 
leaders' trips also have been successful. 

The military authorities have so far 
tolerated upcountry campaigning, but 
diplomats and other Burma-watchers 
are increasingly concerned about re- 
ports of arrests, torture and even sum- 
mary executions of students who have 
returned from the border areas, on the 
regime's urging. Intelligence sources in 
Thailand also suspect that Burmese 
agents may have slipped into Bangkok 
to monitor the activities of Burmese 
exiles there. 

Officially, 30 April 1989 has been set 
as the date when the electoral rolls are 
supposed to be ready, but given the con- 
tinuing repression, the opposition has 
cause to doubt whether the elections 
will be held at all. 
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SOUTH KOREA 


Gambling on the vote 


Referendum plan leaves opposition in a quandary 


By John McBeth in Seoul 


pus Roh Tae Woo will press 
г ahead with a referendum on his 
popularity. probably before mid-1989, 

ut his ruling Democratic Justice Party 
(DJP) has not yet decided what form it 
will take and the two main opposition 
parties appear to be unsure now if they 
want the referendum at all or what stra- 
tegy they will adopt. 

Newly appointed DJP chairman 
Park Joon Kyu said recently that cur- 
rent thinking on the referendum favours 
a popular vote in which a simple major- 
ity, or more than 50% of the votes cast, 
would. be. considered ап acceptable 
omondate. He was not clear, however, 
'. what the government would do if it 
tailed to get even that. 

Because the referendum was offered 
as. an election promise, Roh is not con- 
stitutionally bound to step down in the 
event of a negative result. But a lack of 

ublic confidence would be a debilitat- 
ing burden to carry through the rest of 
his scheduled four-year term and would 
only compound the problems he cur- 
rently has in the national assembly, 
which the opposition controls. 

DJP officials are hoping a referen- 
dum will put an end to the continuing 
public outcry over the irregularities dur- 
ing former president Chun Doo Hwan's 
regime and allow Roh's new-look ad- 
ministration to win back a chunk of the 
political high ground. It is something he 
has not had since he was inaugurated 
last February promising legislative re- 
forms and the development of full 
democracy. 

Changing the referendum into an as- 

nbly vote of confidence instead 
would be out of the question at this 
stage, given the DJP's.minority stand- 
ing, but there is evidence the ruling 
party has been seeking to shore up its 
support there. During a meeting with 
senior DJP officials and his Blue House 
politicial. staff оп 14 December, Roh 
called. for increased cooperation with 
opposition parties "who are willing to 
safeguard the present politicial system 

One natural álly, and a crucial one at 
that, would be former prime minister 
Kim Jong Pil’s conservative New 


Democratic Republican Party (NDRP) | 


— the only opposition grouping that has 
counselled caution over the potentially 
destabilising impact of a referendum. 
Although he has ruled out a formal coali- 
tion with the DJP, the 35-seat NDRP 
holds the swing vote in the 299-seat as- 
sembly and could become an increas- 
ingly important factor on a number of 
pending issues. 

One pointer may have been the 











| hardliners. In a re- 


| System 


NDRP's decision to vote with the DJP | t 
| maintaining our strong base there, we 


in the 16 December endorsement of 

new prime minister Kang Yong Hoon. 

Other opposition members abstained 

because Kang had once managed a re- 

search institute in the US with funds 
rovided by then president Park Chung 
ee. 

Roh, who is also DJP president, 
wants to reform the ruling party so it be- 
comes more democratic, populist 
and relies less on being protected by an 
authoritarian government. 

Kim Dae Jung, leader of the main 
opposition Party for Peace and 
Democracy, 


| are becoming impatient for the assem- 
| bly to get on with its long-delayed re- 
i 
| 
$ 


i 


form programme, which is now ek 
pected to be considered at a special sese 
s 


| sion in late January or February. 


| Jung has lost some support by not taking — 


Dissident sources claim Bim. Dae ^ 





a tougher line with the government, but 


| on the issue of Kwangju he has ag 


| Chun testify has only been strengtt 


| secutor's Office not to include Chun | 
| its investigations into irregularities dur 
| ing the previous administration. 
1 


| 
| 
| 
| 
| Kwangju is located. “After all, the ult 
| 
| 
| 
| 
| 
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choice but to do so. “For the sake ol 











have to press for Chun and Choi. to. ap 
pear," said a PPD executive member 
from Kim's native Cholla region, whe 


mate answer lies there, with them." | 
The PPD and RDP demand thal _ 








following a decision by the Publi 





The Kwangju committee of inquiry: - 
has so far mailed two official requests ta. 
the for 









(PPD), has been 
blowing hot and 
cold on the ref- 
erendum, saying 
he only pushed for 
it to warn off DJP 





cent interview he 
said the country 
was ill-prepared 
for another presi- 
dential > election. 
“Our party does 
not want to bring 
him [Roh] down,” 
a PPD executive 
member told the 
REVIEW, “We're 
not going to gain 
anything by a total 
break- 
down.” 

While that much 
may be true, there 
























by a warning Шаг 
he refused anorder | 
would be delivered 
to him by an ofi 
cial of the assemb 
secretariat und 
the terms of Û 
law on testir 
lf he turns. 
that withow 









tor toindict him for | 
contempt of thease 
sembly, a charge 
which cames à. 
Won 5 million. 
(US$7,300).. fine | 
and up to à years | 




















are signs the PPD 
and the other opposition party, Kim 
Young Sam's Reunification Democratic 
Party (RDP), are intent on prolonging 
the national assembly hearings into the 
bloody suppression of the 1980 Kwang- 
ju uprising and the Chun administra- 
tion's other misdeeds well past the New 
Year in an apparent effort to undermine 
the president's popularity. 


he DJP is worried that in pushing for 

Chun and his civilian predecessor, 
Choi Kyu Hah, to be directly ques- 
tioned by the committee of inquiry, the 
opposition may be seeking-to home in 
on Roh's Дон role in Chun's De- 
cember 1979 coup. 

Time, however, may be working 
against the opposition parties. While al- 
most the entire country was glued to the 
televised proceedings of the inquiry 
when they were still a novelty, interest 
now appears to have dropped off. There 
are also indications that pressure groups 


| 
Н 
| 
| 
| 
| 
| 
| 
| 
| 
| 
i 
i 
| 
| 


imprisonment. 

Choi, for his part, has agreed 
cooperate with the investigation but | 
does not think it "appropriate" to àp- - 
pear in person before the committee. _ 
Opposition sources believe there Sadê 
gree of coordination between the gov. 
ernment, Chun and Choi to avoid creat- 
ing a precedent which would put pres. 
sure on Chun to also appear. Commit. 
tee members are anxious to learn what 
Choi did during the 1979 coup andthe | 
circumstances that led up to the) 
Kwangju incident. | 

Political analysts say the PPDand RDP 
are reluctant to bring the issue to a head - 
at this stage because the NDRP could - 
throw itssupport behind the DIP, w 
maintains that forcing Chun to appe 
tantamount to political retaliation. 
are opposed to his degradation," Pa 
| said, “Chun is a dead man, His F 
| may be alive, but politically he is 
| 
























has no influence, no power, so wh 
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not forgive him and forget him?" 
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Democracy gets a chance 


in a delicate balancing act 


T appointment of Benazir Bhutto 
as prime minister of Pakistan repre- 
sents much more than just the latest step 
in democracy's inexorable march across 
Asia. Itis also a development very much 
in the American interest. 

The 16 November national assembly 
elections, in which the Pakistan 
People’s Party (PPP) won a plurality of 
votes, were the first truly free and fair 
party-based elections in Pakistan in 18 
years. They appear to have set the stage 
for the emergence of genuine demo- 
cracy in Pakistan and, if the military re- 
spects the results, could well be a 
watershed in Pakistani history. 

The poor showing of the government 
parties, which won barely more than a 
quarter of the seats, suggests that there 
was no real effort to rig the balloting. 
Moreover, they do not seem to have 
seriously contemplated refusing to step 
aside in favour of the PPP. 

The peaceful manner in which the 
elections took place is also encouraging. 
Many people had predicted considera- 
ble disorder in this emotionally charged 
election, coming as it did three months 
after president Zia-ul Haq's death in a 
still-unexplained air crash and 11 years 
after Bhutto’s father was ousted as 
prime minister by the military and later 
executed. 

The near-tranquility, however, was 
indicative of a remarkable political 
maturity for a people who up to now 
have been denied 
the right to engage 
in the political pro- 
cess in a meaning- 
ful way. 

The role played 
by the country's 
various leaders and 
institutions, in the 
weeks before the 








€ [Bhutto] recognises the futility 
of perpetual antagonism with 


India and is determined 
to improve her country’s 


relations with its giant 
neighbour. 9 


would not be funda- 
mentally challenged 
under a PPP govern- 
ment. 

Given the sad his- 
tory of democracy 
over the country’s 41- 
year history, as well as 
its ethnic and regional 
tensions, it would be 
premature to conclude 
that political pluralism 
has been permanently 
established. Demo- 
cratic practices and 
traditions are still 
weak and must be 
carefully nurtured. 

Much depends on 
the role the military 
will choose for itself in 
the coming months. If 
it decides to leave 
management of government affairs to 
the duly elected civilian authorities, 
there is reason to hope that democratric 
institutions can be consolidated. But if it 
decides to reclaim a direct role in gov- 
erning, the recent elections are much 
more likely to lead to confrontation and 
dictatorship than to cooperation and 
democracy. 

The establishment of à lasting demo- 
cracy in Pakistan would clearly be in the 
best interests of the US. In addition to 
facilitating a greater measure of politi- 


cal stability іп 
Pakistan, it would 
also remove а 


significant bone of 





contention be- 
tween our two 
countries and 
would therefore 


create a more en- 
during basis for our 





election, must be 
applauded as well. President Ghulam 
Ishaq Khan consistently resisted all 
suggestions that the elections be 
postponed. The army signalled its 
willingness to permit free and fair 
elections and to abide by the verdict of 
the voters. 

The judiciary in recent months dis- 
played its independence by handing 
down a series of rulings that encouraged 
Pakistanis to believe that they could de- 
termine their political destiny through 
the ballot box. 

Finally, Bhutto, realising that por- 
tions of the military viewed the prospect 
of a PPP-led government with extreme 
scepticism, skilfully reassured the army 
that its position in Pakistani society 


— 





relationship. 

There are those in Washington who 
fear the consequences for Pakistani- 
American relations of a government led 
by the daughter of Zulfikar Ali Bhutto, 
who was not known for the warmth of 
his feelings towards the US. But Ameri- 
cans need not fear. 

Over the years, I have talked at 
length a number of times with Bhutto 
about Pakistani democracy, about her 
vision for Pakistan, and about Pakis- 
tani-American relations. She has a real 





Stephen Solarz is chairman of the US 
House of Representatives Subcom- 
mittee on Asian and Pacific Affairs. 


Bhutto: committed to democracy. 




















commitment to democracy and is 
friendly to the US where she has lived 
and studied and which she knows well. 

She recognises the futility of per- 
petual antagonism with India and is de- 
termined to improve 
her country’s relations 
with its giant neigh- 
bour. She believes that 
the generational affin- 
ity that she shares with 
Rajiv Gandhi, the In- 
dian prime minister, 
could enable them to 
overcome the hos- 
tilities of the past. 

Her assuming of- 
fice at this time may 
offer a real opportun- 
ity to reduce tensions 
that have contributed 
to three wars sii 
both countries beca 
independent in 1947. 
Any improvement in 
Indo-Pakistani rela- 
tions would also be 
very much in the US 
interest, both because 
it would lessen the possibility for 
conflict on the Subcontinent, and 
because it would facilitate our efforts 
to develop better relations with both 
nations. 

In addition, Bhutto is very conscious 
of the disastrous repercussions of a nu- 
clear arms race in South Asia. Her ap- 

intment may make it possible for 

akistan and India to come to some un- 
derstanding that will substantially di- 
minish the likelihood of either country 
obtaining nuclear weapons. In view of 
our own interest in preventing the pro- 
liferation of nuclear weaponry, such à 
development would be warmly wel- 
comed in Washington. 

Finally, Bhutto is firmly committ 
to the Geneva agreements, under 
whose terms the Soviet Union has 
promised to withdraw its troops from 
Afghanistan by 15 February. She ac- 
knowledges the important part Pakis- 
tan's previous government played in 
facilitating US support for the mujahi- 
deen resistance, and there is eve 
reason to believe her government will 
continue that helpful role. 

In short, whether seen from a politi- 
cal, diplomatic, or an ideological view- 
point, American interests will be well 
served by a return of democracy to 
Pakistan. 

Many difficulties remain before 
Pakistani democracy is safely rooted, of 
course, and the US should continue to 
provide substantial levels of assistance 
to Pakistan to help it do so. As we have 
learned in the Philippines and South 
Korea, we best protect American in- 
terests when we promote American 
ideals. п 
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{TRAVELLER'S TALES 











€ SUDDENLY, the world seemed to 
be an insecure place. What was happen- 
ing? Was it some sort of attack? It was 
not mere dizziness; the Tokyo hotel 
тоот was swaying. And then I realised, 
as some glass tumblers tinkled together 
and the ceiling lamp swayed, that I had 
simply experienced one of the relatively 
minor earth tremors which those who 
live in Japan almost take for granted. 
The real fear, of the inevitable Big One 
which will strike one day, should remain 


buried in the collective subconscious, | 


like a Freudian death-wish. It does pre- 
sumably in the minds of all those who 
live along one of the many faults be- 
tween the massive plates that make up 
the surface of the planet earth. But no, 
the Tokyo Metropolitan Government 
puts out a brochure for foreigners, enti- 
tled Living in Tokyo, which stoically 
states the equal degree of stoicism ex- 

cted of residents (without explaining 

them how to distinguish correct from 
incorrect information): 


| Declaration of Warning - | 


When a massive earthquake has been predicted, a 
declaration of warning will be issued. in this 
instance, it will be necessary for all people in the 
areas affected to wait calmly in readiness for the 
possible disaster and to act in accordance with the 
correct information available. 








If an unremarkable tremor, like that 
I experienced, can be unsettling, a 
major earthquake must strike real ter- 
ror. The news of them always comes as a 
dramatic reminder of what little control 
proud but puny man has established 
over his environment and the forces of 
nature. It is enough to tempt one to 
reach for a religion. Obviously, ail 
primitive rituals and sacrifices were per- 


formed in the hope of propitiating the | 


ipredictable, destructive forces of na- 
ture, but I wonder if there is any correla- 
tion between the incidence of various 
forms of belief in the supernatural today 
and the earth's fault lines? No, I think 
not: all life in a country such as Saudi 
Arabia revolves around religion, and it 
is not earthquake-prone. But there 
must be some explanation for the nutty 
creeds of California. 
€ ГУЕ never had much truck with 
superstition; Number 13, black cats and 
spilled salt do not disturb me. But I must 
admit to feeling a twinge or two of trepi- 
dation when Mikhail Gorbachov cut 
short his recent visit to the UN and the 
US (during which he announced plan- 
ned reductions in Soviet conventional 
forces) to rush to the ruined cities of Ar- 
menia, where the earth had moved and 
almost casually ended the lives of so 
many tens of thousands. There аге more 
things in heaven and earth than are 
dreamed of in our philosophies and a 
connection between the earthquake and 
the forces — not least of nationalism — 









| 





which Gorbachov's policies have un- 
leashed is not beyond the bounds of 
metaphysics. 

€ THE year 1988 has had its ration of 
disasters — man-made and natural — 


but it has also been a year which has | 


Seen more progress towards greater in- 


ternational rationality (or towards what | 


they used to call peaceful co-existence) 
than most of the years of this century. 
Many of the initiatives have come from 
Moscow: on the disarmament front: in 
beginning its forces’ withdrawal from 
Afghanistan: in bringing closer the 
prospect of a solution in Cambodia, and 
in laying the foundations for more ra- 
tional relations with Asia. 

The benign virus spread originally 
from China, with its decision to put 
growth before revolution — a fact often 
forgotten by American and European 
ethnocentrics. And it has in 1988 con- 
tinued to spread. Peking plans a summit 
with the Soviet Union and has stepped 
up contacts with Taiwan and South 
Korea; Vietnam is edging its way to- 


wards some sort of reconciliation with | 


Peking; Iran and Iraq have ceased their 
idiotic war; Cuba is getting out of An- 
gola; the PLO has put the ball firmly 
into Israel's court by recognising its 
existence — and so on. Even the US and 
Canada have agreed to get together. 
And so will Europe — to the extent Mrs 
Thatcher permits — in 1992. 

Whether one ascribes these ad- 
vances to the West's fragile agreement 
to negotiate with the "Evil Empire" 
from а position of strength or to a gen- 
eral recognition by the socialist states (à 
la Doonesbury) that Marxism has failed 
to produce the goods, the fact is that 
there has been more good news in 1988 


than bad. There are exceptions: China | 


still oppresses Tibet and goes on back- 


ing the Khmer Rouge; North Korea | 


cannot yet dump its mad rulers; Singa- 
pore and Malaysia sadly swim against 
the regional tide. But overall, the 1988 
trend in East Asia has been towards 
more open economies and societies. 
And now Pakistan stands as a beacon of 
hope for the Subcontinent. 
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Ф FOR the superstitious, 1988 has 


been the Year of the Dragon in the 
Chinese zodiac. Dragons seem to be 
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powerful symbols of the earth's shifting 
crust: normally benevolent they sleep 
peacefully within the hills; but if dis- 
turbed they can be violent and destrüc- 
tive. The last Year of the Dragon inthe 
12-year cycle was 1976, a year of great 
turmoil for China. Deng Xiaoping fell 
into disgrace for the second time. Viy 
lence disrupted Pekings Tienanmen. 
Square as crowds demonstrated their- 
grief for the dead Zhou Enlai. On 9 Sep- 
tember Mao Zedong died. In October. 
the Gang of Four was arrested. Once 
again, the earth seemed to reverberate: 
in empathy with these human dramas: 
huge earthquakes shook nort : 
China and about 100,000 people died 
the main catastrophe at Tangshan. | 
* RELIGIOUS or not, man is temp 
ed to identify himself and his societi 
with the universe and to see. disorder in 
one reflecting disorder in the other. For 
Shakespeare the fall of a tyrant created | 
perturbation in the heavens: | 
When beggars die there are no 
comets seen; 
The heavens themselves 
the death of princes. à 
The Bard, parenthetically, believed 5 
in a positively Confucian order of both | 
man and the universe and in their ines 
teraction. And, when order and deg 













blaze forth 
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wander, 
What plagues, and what portents, 
what mutiny, 
What raging of the sea, shaking 
of earth, 
Commotion in the wind, 
changes, horrors, 
Divert and crack, rend and 
deracinate a 
The unity and married calm of stat 
Quite from their fixure, | 
@ THE lunar calendar does not quit 
correspond with that ruled by the sun 
as we mark the last days of 1988, 1 
Year of the Dragon still has five week: 
to run. It has been a good year so far, on | 
the whole. But Gorbachov, and every 
thing he represents in terms of glasnosi 
and perestroika is greatly at risk, chal 
lenging as he does the entrenched jn. 
terests of a brutalised bureaucracy. 
Dengists in China are similarly char 
lenging a power system built on cen- 
turies of feudalism, putting the econ- 
omy under the utmost strain — and the | 
old man himself is in his late 808, The Ja- 
ponese emperor, symbol of many of th 
orces of superstition and religion w 
have kept his society together und. 
impact of post-war growth, Ties on 
death bed. The earth could t 
again; a lot could still go wrong 
Year of the Dragon. 
Touch wood. 


frights, 
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RELIGION 


By John Clammer in Singapore 


t a small but elegant Theravada 
Buddhist temple here there is a 
long, narrow notice-board near the 


posted outside Christian churches. The 
board listed the services of the temple: 
Chanting 9.30, Meditation 11.00, per- 
sonal counselling with the abbot or 
blessing of Buddha images by appoint- 
ment. 

“Ah yes,” the abbot, a small middle- 
aged Thai, said of the sign, “we got that 
¿idea from the Christians. Would you 
like to see our hymnbook?" And it 
transpired that they did indeed have а 
hymnbook, the explanation being that 
` not only did none of the regular de- 
votees of the temple understand Pali, 
the liturgical language of Theravada 
Buddhism, and so could not follow the 
chanting of the monks, but most were 
also English-educated and had different 
expectations of worship, heavily influ- 
enced in many cases by what they knew 
of Christian church services, from their 
Chinese-speaking counterparts. 

One little temple might, of course, 
be an exception, an anomaly, but а 
closer survey of religious trends in Sin- 
gapore shows that this is not the case. 
Buddhism in Singapore is undergoing 
major changes, in response to the chal- 
lenges of other religions perceived as 
being more modern, especially Chris- 
tianity, which is seen as the main threat. 













main gate similar to the kind usually | 





| 


| 





| Singapore's Buddhists 
chant a modern mantra 


These trends аге clearest in 
Theravada Buddhism, the school as- 
sociated with the Buddhism of Thai- 
land, Burma and Sri Lanka. In all these 
countries, Buddhism has been faced 
with the need to adapt to the whole 
complex of social, political and eco- 
nomic factors that have accompanied 
modernisation. A variety of “political 
Buddhism,” sometimes with a social ac- 
tivism reminiscent of Roman Catholic 
“liberation theology” has emerged, as 
have other movements to purify Buddh- 
ism of its later accretions and to return 
to the original, basic teachings. 

Buddhism in recent years has once 
again become a missionary religion and 
large numbers of Westerners have not 
only turned East, but are actually arriv- 
ing in the East, especially Thailand, to 
attach themselves to teachers, monas- 
teries or meditation centres. This re- 
vitalisation of Theravada tradition has 
had its effects in Singapore. 

There are several channels through 
which this influence has come, including 
travel to other Buddhist countries, 
books and magazines reporting new 
ideas and practices from around the 
world as well as from Southeast Asia, 
but more especially from Theravada 
monks who travel to Singapore from 
Thailand, Burma and Sri Lanka to teach 
or remain as temple priests or abbots. 

Very few Singaporean men are pre- 


| pared to enter the priesthood, and few 
i women will consider becoming nuns 
_ these days. And the Singapore Buddhist 
. community lacks the tradition of young 
| men becoming monks for even a few 
| weeks or months as is still the case in 
: rural Thailand. Modernity and urbanism 
have taken their toll — there are plenty 
of lay Buddhists, but very few local 
riests, so temples have to bring in qual- 
ified people from the traditionally 
Theravada countries. | 
But the changing face of Buddhism 
| does not only originate from outside 
| factors; there are local ones. Probably 
| the main challenge has come from 
evangelical and pentecostal forms of 
Christianity. Christianity has expanded 
its influence considerably in the past 
decade, recruiting mainly from Chinese 
with a Buddhist background, and has a 
high profile with a large number 
Christian members of parliament a. 
ministers. Buddhism by contrast has 
traditionally adopted a low-key ap- 
proach, unaggressive and with little or 
no central coordination. Increasingly, 
this style is being modified in several in- 
teresting directions. 





| 
| 
| 
| 
| 
| 
| Te first of these is the reinterpreta- 
tion of Buddhist doctrine to meet the 
needs of the contemporary situation. 
Any visitor to the annual Singapore 
Book Fair will have noticed that until 

| about three years ago, the only religious 
| bookstand was a Christian one. This 
| year, there were two Buddhist stalls 
| with books in both Chinese and English, 
| not only on such classical topics as the 
| life of Buddhist art and scriptures, but 
| also on such themes as Buddhist social 
| philosophy, marital problems, bringing 
| up children, whether or not we have 
| souls, whether there is life after death | 
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and economic problems and business 
practices from a Buddhist point of view. 

Remarkably, the subject matter, 
though obviously not the content, were 
also identical to those on the Christians 
bookstands, and both also offered for 
s books of polemics against other be- 
liefs. 

This phenomenon is reflected in 
other ways too: the setting up of a 
Buddhist library that offers not only 
books, but also lectures, forums and 
classes; the revival of the Buddhist So- 
ciety at the university which, again, has 
talks on almost identical topics as those 
of the Varsity Christian Fellowship, and 
the growing number of Buddhist k- 
shops or of tepur bookshops selling 
books on Buddhism 

Another response has been the move 
towards the provision of a range of so- 
cial services. Buddhist schools have 
been around a long time, but what has 
been on the increase are old people’s 
homes, some of which are attached to 

he temples, kindergartens and free 





Of course Theravada Buddhism 
does not exhaust the field: there is the 
major competing school of Chinese- 
style Mahayana Buddhism, associated 
with most non-Taoist Chinese temples. 
Syncretic temples in which Taoist and 
Buddhist deities as well as Confucius 
are worshipped are also common. 

Significantly, the extending and re- 
furbishing of temples is in progress all 
over Singapore, and completely new 
ones are being built, such as the new 
Thai Buddhist temple in Lorong Ong 
Lye in the Paya Lebar district of the 
city, an old area with a heavy concentra- 
tion of both Catholic and Protestant 
churches. The great Bright Hill temple, 
probably the largest in the country, has 
in recent years added numerous new 

avilions, an old people's home, refur- 
Dished its crematorium and has im- 
ported a huge new Buddha image, ironi- 
cally cast in Italy. 

The story does not end here how- 
ever. This trend towards what is now 
being called “protestant Buddhism" 


CHARLIE TAN 








clinics in the housing estates where the 
poor and elderly can get medical advice 
and treatment. АП this hardly consti- 
tutes radical social action, but it does in- 
dicate a rising awareness of the need to 
take Buddhism out of the temple and 
into the housing estate and the realities 
of everyday life. 

Further, the recent introduction of 
religious studies in the secondary school 
curriculum as a device for teaching 
moral values has also nurtured interest 
in Buddhism. Buddhism is one of the 
subjects offered, and probably the most 
popular. Many Chinese students con- 
sider Islamic studies, Hinduism and 
Sikh studies to be too narrow in scope; 
Bible study is seen as too difficult and 
Confucianism as too abstract, so many 
pupils of Chinese origin opt for Buddh- 
ism, which is taught in а non-philosophi- 


simplified, refined, more linguistical- 
ly accessible — is being accelerated by 
ressure from an unexpected source: 
apanese Buddhism. Zen Buddhism is 
hardly practised in Singapore outside 
of a few tiny meditation circles. But 
another variety of Japanese Buddhism, 
that of the Nichiren Shoshu school, 
which came to Singapore initiall 
with the large Japanese expatriate busi- 
ness community, is now spreading 
rapidly into the local Chinese com- 
munity. 
The Nichiren school, named after its 
13th century founder, was itself a 
struggling movement even in Japan 
until the late 1940s when it was re- 
vived as one of Japan’s many post-war 
“new religions.” Its primary arm in Sin- 
gapore is the Soka Bakkar or associa- 
tion of lay adherents, an organisation 


trines such as the Four Noble Truths 
and the Eightfold Path taught through 
incidents in the life of Gautama. 
Children are hearing about Buddh- 
ism at an impressionable age, and hear- 
ing about it in English in an easily di- 
gested form. It is reported that many 
students who previously found their 
parents beliefs old fashioned and ir- 
relevant, are now realising that though 
those beliefs may never have been ar- 
ticulated very systematically, they are 
actually part of a living tradition of 
great antiquity and versatility. The lan- 
guage shift that is also accompanying 
this process of revaluation is tending to 
make Theravada Buddhism an increas- 
ingly English-speaking religion, a major 
consideration in linking it to the 
mainstream of modernisation in Singa- 
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human culture following 
Nichiren's principles, and 
which is expanding interna- 
tionally at an enormous rate. 

In Singapore this is ex- 
pressed in terms of a very 

sitive ethic of health, pur- 
ity, vitality and happiness, 
the publication of a glossy 
magazine called Eternal Au- 
rora, a range of collectivist 
social and community ac- 
tivities, including the provi- 
sion of the mass grand finale 
display of the last three Na- 
tional Day celebrations. 
There also is а recruitment 
programme and a simple 
style of worship, performed both in pri- 
vate and in the Nichiren centres which 
are not called temples but NSS Cultural 
Centres. 

The Nichiren school, expanding 
rapidly among both upper working- 
class and white-collar workers, suits 
modern Singapore society with its 
simplicity, hierarchy and its pragmatic 
ethics (unlike other schools of Buddh- 
ism, Nichiren teaches that “earthly de- 
sires are enlightenment"). And it has 


VIETNAM 








the additional advantage of being an 
Eastern religion associated with the 
much economically admired Japan- 
ese. The rapid spread of Nichiren 
Shoshu is not only seen as a threat 
by many Christians, since it tends to 
recruit from the same social strata 


and to provide some similar spiritual 
satisfactions, but also by other Bud- 
dhists. 

A decade or so ago, the demise of 
much Chinese folk religion, and with it 


Remembering the past 
as a way to a better future 


By Allen S. Whiting in Hanoi 


Е: the first time since the war, Ame- 
rican and Vietnamese scholars 
gathered recently to rummage through 
the history of the war years. But one of 
the more interesting revelations from 
the conference which was held in Hanoi 
had to do with China, not the US. 
Those five days of discussion con- 
firmed recent hints from Vietnamese of- 
ficials that Hanoi desires better rela- 
tions with its northern neighbour 
(REVIEW, 8 Dec.). Conference partici- 
pants, for instance, were willing to dis- 
cuss China's secret role in that war, 
something Vietnam has been unwilling 
to acknowledge publicly before. 
Moreover they did so with expressions 


` of gratitude and "appreciation for the 


Chinese assistance." 
This was no academic matter. The 
resence of a two-star general from the 
stitute of Military History as host un- 
derscored the о nature of 
views transmitted in tape-recorded ses- 
sions as well as in private exchanges. 
Rather than repeat the standard accusa- 
tions of Chinese perfidy, those at the 
conference instead chose to detail ver- 
bally how Chinese forces helped to keep 
supply lines open, across which flowed 
Soviet as well as Chinese weapons, de- 
spite heavy American air attacks that 





sought to seal off the border area. 

On the negative side, the Vietnam- 
ese reiterated the charge that Peking 
broke a secret agreement to provide 
Chinese air cover against American at- 
tacks on the north. This was the one spe- 
cific reference to China's military role 
offered in a major work published last 
year (Nguyen Khac Vien, Vietnam: A 
Long History). Vien remained silent on 
the pu side in his book. But at the 
conference, a military specialist felt free 
to tell of "heavy casualties" suffered by 
Chinese anti-aircraft and engineering 
battalions during the first month of in- 
tervention in 1965. For Chinese forces 
peaked at 20,000 before their with- 
drawal in 1968. 

In addition to logistical and anti-air- 
craft assistance provided by the 
People’s Liberation Army north of 
Hanoi, the Chinese deployment also 
served to deter an American invasion of 
North Vietnam. This sent a credible sig- 
nal of further Chinese involvement if 
circumstances required. 

Hanoi's decision to acknowledge 
China’s help against the US conforms 
with a recent sequence of subtle signals 
from Vietnam. It also parallels the post- 
ure struck by Peking with respect to 
Moscow’s earlier aid once China decided 





Buddhism, was being рге- 
dicted by some of the local 
scholarly community as it was 
thought that young people 
would no longer be prepared 
to follow the beliefs of their 
perce and grandparents. 

ecent events have turned 
that prediction on its head. 
The Buddhist hymn-book is 
only the beginning. 

Buddhism in серое is 
being revived: the Mahayana 
school because it has retained 
its roots in its traditional 
Chinese membership which is 
mostly not attracted to other 
religions, the Theravada 
school because of its ability to moder- 
nise and Nichiren Shoshu because of its 
mass appeal and simplicity. 

Many Christians fondly believed that 
modernisation and urbanisation would 
make their belief system the only viable 
one for lonely city-dwellers. But not : 
The very social forces that have c 
tainly caused growth of Christianity 
have also caused growth among the very 
group that Christians saw as their least 

ikely rival, the Buddhists. п 


to pursue détente with the Soviet Union. 

Vietnamese revelations of China's 
hidden role in the war with the US 
do not credit selfless sacrifice to 
Chinese motivations. Instead standard 
balance of power calculations and Mao 
Zedong's planning for his domestic Cul- 
tural Revolution (1966-76) are cited as 
the reason for the help. Seen in this 
light, Chinese aid was sufficient to 
maintain North Vietnam as a buffer 
zone but not to protect the entire coun- 
try, much less defeat the US. 

But high-ranking officials in Hanoi 
now see this same combination of 
nationalism, opportunism and prag- 
matism as prompting China's acce 
tance of a neutral Cambodia and “dro 
ping the Pol Pot card." Premier Li Peng, 
speaking recently in Wellington, ad- 
vanced a formula for halting support to 
the Khmer Rouge in response to a speci- 
fic timetable for a Vietnamese troop 
withdrawal under international supervi- 
sion. In Hanoi's Foreign Ministry this 
was termed “somewhat positive in 
nuance," suggesting the bare outlines of 
a deal to be struck in the near future. 

It isimpossible to determine whether 
this is pre-emptive posturing in anticipa- 
tion of a Sino-Soviet agreement which 
forces Hanoi's hand or the result of sub- 
tle Sino- Vietnamese signalling and pos- 
sible secret exchanges. In any event the 
"cautious optimism" on future relations 
with China expressed at authoritative 
levels in Hanoi looks beyond a Cambo- 
dian settlement. Thus the acknowledge- 
ment of better ties in the past comes at 
the present time as a token of better 
things to come in the not-too-distant fu- 
ture. п 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 
We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 
We made this watch for 
you - to be part of your 
life — simply because this 
is the way weve always 
made watches. 
And if we may draw a con- 
dusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 
A Patek Philippe — 
because it's for a lifetime. 
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Tow 
58 
+s 
) oO 
7 © 
о 
‚Ф 
аз 
`8 





АМЕ СВА D. Peninsula Н 
SINGAPORE, PATEK PHILIPPE SHOWROOM 1. Cuscade 
Hotel. Sing e 121506. JAKARTA NTAN MA 
complex, Bk Jh Mada, № KUALA LUMPUR 
ENQUIRIE : 











Lh 








{BOOKS 


FICTION 


Uncle Vanya in China 


The Russian Hero in Modern Chinese Fiction by Mau-sang Ng. The Chinese 
University Press, Hongkong and State University of New York Press, New York. 


No price given. 


j ong before the Chinese masses were 
instructed to call the Soviet Union 
“big brother,” Chinese intellectuals had 
embraced Uncle Vanya as one of the 
family. Indeed, Chekhov's Uncle Vanya 
was just one of a host of Russian stories, 
novels, poems and plays which were 
highly popular with Chinese readers in 
the early part of this century. Of 89 for- 
eign titles of fiction, drama and poetry 
published in translation in China from 
1919-23, no fewer than 35 were Russian: 
by the Chinese revolution of 1949, hun- 
dreds of literary works from both the 
` late Tsarist and early Soviet period had 
been published in China. 


The writer Guo Moruo once com- | 


mented that *Russian literature had an 


|. unrivalled impact on modern Chinese 
| fiction." Guo claimed that Gogol, Dos- 


toevsky and Tolstoy were more familiar 
to many of his May Fourth Movement 
contemporaries than the authors of 
Chinese classic novels. Yu Dafu, who 
did not agree with Guo Moruo on many 
issues, fully concurred on this subject. 
He too believed that "of all the fictional 


| 





works the world over, the Russian novel 
influenced China most." 

The Russian Hero in Modern 
Chinese Fiction is a pathbreaking study 
of the effect of Russian literature on 
Chinese fiction, focusing on writers of 
the May Fourth period (around 1915- 
30), in particular Yu Dafu, Ba Jin, Mao 
Dun and Lu Xun. 

The humanitarian spirit of Russian 
literature. through the early Soviet 
period made a profound impression on 
these writers, who were rebelling 


against what they preceived as the in- | 


humane elements in China's Confucian 


| tradition, and who despaired at the | 


chaotic, violent and oppressive state 
into which Chinese society had fallen. 
For the May Fourth iconoclasts, two 
types of Russian protagonists in particu- 
lar captured their imagination: the "in- 
jured and contrite” heroes typified in 
the works of Dostoevsky and Tolstoy, 
and the “superfluous and nihilistic" 
heros of  Turgenev,  Andreyev, 
Artzybashev and Ropshin. It is not un- 
common for characters within the 


| 
| 
| 
| 
| 
| 
| 
| 


Chinese novels in that era to refer di- 
rectly to their Russian peers. The hero 
of Ba Jin's Fog, for example, is called 
Pasha Afansiev (the name of the pro- 
tagonist of Artzybashev's Morning 
Shadow) by his friends. And to pick 
another of many possible examples, Yu 
Dafu's short story Superfluous Man has 
more than just nominal affinities with 
Turgenev's The Diary of a Superfluous 
Man, one of Yu's favourite stories. 

In 1934, Stalin imposed the dogma of 
“socialist realism" on Soviet literature, 
a move which, Ng points out, had a far- 
reaching effect on the Chinese literary 
scene as well. The humanist tradition 
was gradually buried in China; Mao's 
talks on ап and literature іп 
Yan'an in 1942 represented one of the 
final shovelfuls of dirt on the cof- 
fin. In the late 1950s, as the Soviet 
Union began to shake off the chain: 
Stalinism, writers there began to rev 
the spirit of humanism — and were 
promptly denounced for it by Chinese 


| cultural commissars as "revisionists." 





In his concluding chapter, Ng de- 
scribes how Mao pushed Chinese lit- 
erature along an increasingly anti- 
humanitarian path which culminated in 
the sloganeering art of the Cultural 
Revolution (1966-76). In the post-Mao 
era, however, a new kind of survivor- 
hero has emerged in fiction, in whom Ng 
detects faint but familiar echoes. 

— Linda Jaivin 
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OVER 200 YEARS OF CAREFUL BREEDIN¢ 
PRODUCED THIS CHAMPION 





Every once in a while, a truly great 
horse is born. A horse destined to become a 
a supreme champion on the racecourse 
and to pass into legend. A Nijinsky or 
an Arkle,a Red Rum or a Shirgar — Superb лее 


f Фе iborougbire 


animals who remain unchallenged in their lifetimes. 

But perfection does not come about by chance. Such 
a horse is the result of the careful breeding of the bluest 
of bloodlines that can be traced for generations. And from 
the day of its birth, the young horse 
nurtured and cared for, meticulously 
champion. 

So it is with Hine X.O., the champion of 
cognacs, the choice of connoisseurs 


M 
X 


will be lovingly 

shaped into a 
fine 
" Established in the heart of the Ce ›рпас region 
" of France in 1763, the house of Hine 


has remained unswervingly 


Leaves nothing to be desired 











faithful to the standard f 
down by its foi r. Thi ч 
Since the eighteentl 
century, every drop 
жии Hine cognac has beer 


one man, the cellarm: 
are his birthright and wh 
talents can be 








Hine X.O.— a thoroughbred champi 
of maturity, delicacy and 
finesse. A cognac of 
incomparable quality 
to be savoured with 


respect and infinite 


pleasure À 











zx TRE S. 


1. The Penquin is: 

a) Batman's arch foe. 

b) Nickname of a Singapore 
interrogation officer. 

c) Anun. 


2. When fireflies fly around Osaka 
this would mean: 
a) The completion of a sewerage 


рете 

b) The success of a scheme to 
protect such bugs. 

c) Osaka is in big trouble. 


3. What do Kachins have in 
common with Scots? 
b) The) like whisky. 
b) They play the bagpipes. 
c) They wear nothing under their 
sarongs. 


4. Australian cattle people's latest 
fear is: 

a) Foot and mouth disease. 

b) A dingo population explosion. 

c) Japanese investors. 






Она of 38 


о you have a mind that recalls the recondite, stores 
the inconsequential, logs the minutiae? Or do you 
just enjoy a quiz that offers entertainment and a mod- 
icum of enlightenment? We have delved into our treasury 
of trivia, rummaged through the bizarre, the incongru- 
ous and the startling, to present Trivia Quiz of '88, the 
thinking person's guide to the grossly irrelevant. Diligent 
detective work will also suffice, as the answers to all ques- 
tions have appeared in the REVIEW during the year. 
Do not despair if you cannot immediately identify 
which prime minister pranced around in his underwear 





5. Besides a suntan, surfers at 
Australia's Bondi beach often come 
out coated with: 

a) Seaweed. 

b)Oil. 

c) Sewage. 


6. The Japanese term used by a 
wife referring to her retired husband 
means: 

a) Honourable spouse. 

b) Unlabelled canned goods. 

c) Mr Interior. 


7. What's attacting more and 
more Indians to Nepal? 

a) The hippy scene. 

b) The casino. 

c) Yak burgers. 


possible answers, 


performing a version of Swan Lake, or the leading lad; 
once known as Virgin Ironpants. Each question has thre 
not all of them too serious. For in- 
stance, would Derek Davies really write: *A roll of bread 
as soft and white as a nun's thigh"? 

Readers should send answers by mail or fax to Trivia 
Quiz, the Far Eastern Economic Review, to arrive by 10 
January 1989. The answers will be published in the issue 
cover dated 19 January. Senders of the first three sets of 
correct answers drawn may receive subscriptions ofthree, 
two and one years to the REVIEW and the Asia Yearbook. 


8. What was exacerbating 
congestion at Bangkok's Klong Toey 
rt? 
a) Irate dock workers. 
b)Cranes. 
c) Bangkok traffic. 


9. Conservationists are concerned 
about the destruction of Asia's 
tropical rainforests because: 

a) The rattan furniture industry 

could be threatened. 

b) The forests provide a haven for 

marijuana plants. 

c) Of the extinction of plant life 

which can be used for 
medicines. 


10. During World War II the Oleh 
Leah synagogue in Hongkong was 
turned into a: 

a) Torture chamber. 

b) Venue for Kabuki theatre. 

c) Stable. 


11. A maglev is: 

a) A kind of racoon found in 
Soviet Asia, whose skin is keenly 
sought by South Korean furriers. 

b) A Mongolian term for 

measuring the steppes. 

c) A new type of train developed 

in Japan. 
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12. Operation Flood in India is: 

a) A campaign to form dairy 
cooperatives. 

b) A programme to make rain in 
drought-ridden areas. 

c) A programme to aid flood 

victims, 


13. What do you suppose 
Marukusu is? 
a) Pyongyang's red light district. 
b) A form of Korean martial arts. 
c) The way South Koreans say 
Marx. 


19. India produces neem, which is: 

a) A traditional under-arm 
deoderant. 

b) An insect-repelling tree. 

c) A commodity which sparked off 
ethnic disputes in Bombay. 


14. The headline “Let’s have 
spontaneous fun — and here's how” 
appeared in: 

b Tokyo's Nihon Keizai Shimbun. 

b) The Straits Times of Sin apore. 
c) North Korea's Rodong Sinmun. 

20. What are some Cambodian 
teenagers doing to eleviate their 
boredom in refugee camps? 

a) Sniffing petrol. 

b) e to get bit parts in the 

latest Indiana Jones adventure. 

c) Joining armies. 


CS) 


21. “Commander Tony” in the 
Philippine’ Negros Occidental 
province is: 

a) The local Roman Catholic 

bishop. 

b) A colonel in a Special Forces 

unit. 

c) Chief bodyguard to a sugar 

baron. 


15. Tonga parties in Pakistan are 
med after the local horse-carriages 
cause: 

a) Their entire membership can be 

seated in a tonga. 

b) They take the people for a ride. 
c) They take a long time getting 

anywhere. 








22. Weipa could become the site of: 

a) A new Nauruan homeland, 
after exhaustion of Nauru's 
phosphate industry. 

b) An Australian spaceport. 

c) A new US air base to replace 


16. Which society did a senior 
Japanese businessman in California 
join to raise his civic profile? 


a) The Masons. Clark Field in the Philippines. 
b) The Mouseketeers. 7 
c) The Brotherhood of the 23. According to one young 


Malaysian lawyer his colleagues took 
up law because: 

a) Faith in their judicial system 
inspired them. 

b) They wanted to own their first 
Mercedes by the time they 
turned 30. 

c) Lawyers have a traditionally 
exalted status in Malay 
sultanates, 


24. Druk-Air, the Bhutan flag- 
carrier airline, has a fleet comprising 


Knights of the Vine. 


17. Moron is: 

a) A town in Mongolia affected by 
a ban on oil-tanker ships. 

b) A word used by Lee Kuan Yew 
about an opposition candidate 
in this year's election campaign. 

с) A Burmese ethnic group loyal 
to Ne Win's government. 


18. Michael Davies is: 
a) Chief secretary of Hongkong. 


b) A son of REVIEW editor-in-chief mostly: 
Derek Davies. a) Dorniers. 
c) A leader of Shan communist b) Fokkers. 


guerillas in Burma. c) Messerschmitt-BBs. 
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25. The “walking Y 100 million 
note” is: 

a) Japanese Prime Minister 

Noboru Takeshita’s chief 
rivate secretary, Ihei Aoki. 

b)Soka Gakkai head Daisaku 
Ikeda. 

c) Gambling tycoon Ryoichi 
Sasagawa. 


26. Maximum Patalinglung is: 

a) The ceiling rate of value-added 
tax applied in the Philippines. 

b) The mayor of Lapu-Lapu City 
in the Philippines. 

C) A variety of tropical hardwood. 


27. The “Strasbourg Address” 
refers to: 

a) A novel by Robert Ludlum. 

b) A speech by the Dalai Lama 
roposing association between 
ibet and mainland China. 

c) Where applications to join Gatt 

are sent. 


28. Ambanis: 

a) A Malaysian title of respect. 

b) A kind of cramming school set 
up to restore traditional cultural 
values among modern Japanese 
youth. 

с) A Qing dynasty representative 
of the Chinese emperor 

stationed in Tibet and 

Mongolia. 


29. The Hot Dog Press is: 

a) The Singapore publishing 
house which is printing pirate 
copies of the REVIEW. 

b) In-house journal of McDonald's 
Japan. 

с) A video magazine of clothes 
and accessories for fashion- 
conscious Japanese males. 


30. Who fought off insurgents with 
a stout stick and a trembling pi-dog: 
a) Indian strategist В. 
Subramanyam. 
b) Tunku Abdul Rahman. 
c) Journalist Donald Wise. 


a> 


aa 








“Will KLM ev 
desti 


ғ 
FROM AMSTERDAM ТО 4 NEW DESTINATIONS. 





ar run out o 
ations?” 





KLM is a truly international airline serving 138 des- 
inations worldwide. 

New destinations include Orlando, Faro, Valencia 
nd Denpasar. Plan your next trip through your local travel agent. 
Yr the 336 KLM offices worldwide. 

Wherever you contact us you'll always find our service 
liable, punctual, careful and friendly. 


Test us, try us, fly us. 0690 


The Reliable Airline KLM 


Royal Dutch Airlines 
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_ Our history could fill a book, 
ut we prefer to fill glasses. 





31. Fangataufu is where: 

a) The newest Club Med in the 
South Pacific will be built. 

b) The French will carry out future 
nuclear tests. 

c) The two French secret agents 
convicted in the Rainbow 
Warrior case were serving out 
their sentence. 


32. It backs on to “lofty mountains” 


and faces a “surging ocean." It is: 
б) Kim II Sung's birthplace. 
b) A new export zone near 
Vladivostok. 

c) A new Chinese naval base. 


33. The Kwaio people of the 
Solomon Islands put the lowest value 
on which injury in their latest 
compensation demands for a 1927 
British punitive raid? 

a) Destruction of a food garden. 

b) The rape of a woman. 

c) The killing of a pig. 





34. The Seven-Day Weekend is: 

в) An Australian rock band. 

b)A new resort on the Great 
Barrier Reef. 

c) A "rort" (a work-dodging 
scheme) enjoyed by some 
members of the Waterside 
Workers' Federation in Sydney. 


CS 


35. REVIEW will never be the same 
again after this issue, the last of the 
year, because as from January 1989: 

a) The Singapore Government 

will acquire the copyright. 

b) The editor will be replaced. 

c) A new design will be 

introduced. 


CRD 
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1. Wealthy Japanese have been 
spending enormous amounts of 
money on: 

b) Indian erotic paintings. 
b) Papuan primitive paintings. 
c) French Impressionist paintings. 


2. The Thai company Charoen 
Pokphand's new venture in Shanghai 
involves: 

a) Kentucky Fried Chicken 
outlets. 
b) An instant lemon-grass 


rocessing plant. 
с) McDonald's hamburgers. 


3. What fell from M$5.9 billion to 
M$1.2 billion in just three days? 

a) The total value of latex 
concentrate forward contracts. 

b) The market capitalisation of the 
New Straits Times Press. 

c) The Malaysian Institute of 
Economic Research’s estimate 
of capital flight in 1987. 


4. Osaka service-oriented company 
Duskin started out: 
à) Producing throwaway tatami 
mats. 
b) Offering laundry services. 
c) Renting a chemically treated 
dust cloth. 


5. The word *Lotus" has been 
controversial in New Delhi because: 
a) The US computer software 
company of that name has been 
TENE to stop program pirates in 
ndia. 


b) The government banned a book | 


of that name. 
c) It was the codeword of a Swiss 
bank account. 











6. Landrace is: 

a) A Hongkong property 
company. 

b)A genetically advanced breed 
of pig. 

с) A planned Japanese retirement 
town in northern Australia. 


7. Brewer Guinness Malaysia's 
new product to expand its market is: 
a) Designer beer for yuppies. 

b) Non-alcoholic beer for 
Muslims. 
c) Tempura batter. 


8. The Soviets are planning to 
build a multi-million dollar eye 
hospital: 

a) In Ulan Bator. 

b) On the Malaysian island of 
Langkawi. 

c) In Mikhail Gorbachov's home 
town. 





9. This diagram shows: 

a) The proposed mix of direct and 
indirect functional constituency 
bis niget under Hongkong's 


draft Basic Law. 

b) A complex web of interlocking 
company ownerships tracing 
back to Malaysia's ruling party. 

c) The circuitry of Canon's erasa- 
ble optical disk drive used in the 
NeXT computer. 











COGNAC OTARD 


The only cognac aged 
at the Cháteau de Cognac. 


au C We x Cognac 





10. The world's largest chopstick 
factory is: 


ry is: 
5) In Detroit, Michigan. 
b)In the Walled City of Kowloon. 
с) In the South African Black 
homeland of Transkei. 


11. Japanese pension funds are 
looking at which European city to 
place funds? 

b Zurich. 
b) Edinburgh. 
c) Leningrad. 


12. The opening of what Malaysian 
building signalled King World's bid to 
upstage Triumphant Earring? 

b) Magic Mountain. 
b) The Istana Negara. 
c) The Sultan Salahuddin Abdul 

Aziz Shah mosque. 


.13. The president of Japan's Hirata 
` strial Machineries came up with 
idea for an ingenious new of 
conveyor belt after seeing which film: 
b) Metropolis. 
b) Modern Times. 
с) Airplane. 


22/24|30] 3| 5 
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14. This chart shows: 

a)Productivity per worker in 
South Korea's manufacturing 
dona after the start of the 
Seoul Olympics. 

b) Movements in the Taipei stock- 
market's Weighted Price Index. 

c) The decline in the number of 
marriages daily in Shanghai 
after the imposition of curbs on 
lavish wedding banquets. 
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15. What country is the favourite 
hideout for corrupt policemen and 
fugitive bankers from Hongkong? 

a) Taiwan. 
b) Bermuda. 
c) Canada. 


16. Over the past year what 
accessory has been considered a good 
investment? 

a) Edwardian collar studs. 
b) Vintage wristwatches. 
с) Victorian hat pins. · 


17. What was 673 mm long, 400 mm 
wide and 276 mm high and triggered 
off an international trade dispute? 

a) The first South Korean 600,000 
megabyte super-chip. 

b) A plastic fish crate in Malaysia. 

c) An Australian frozen beef 
block. 








1. Which former prime minister 
once had the habit of dancing Swan 
Lakein his underwear? 

а) Yasuhiro Nakasone. 

b) Kukrit Pramoj. 

c) Malcolm Fraser. 


2. In October, Shirley Kuo became 
the first Taiwanese finance minister in 
history to: 

a) Give a how-to lecture on tax 

evasion. 

b) Crack down on illegal 

commodities trading. 

C) Assert "I am a woman" before 

the Legislative Yuan. | 


3. The US Government regards 
China as: 

a) Friendly and non-aligned. 
БА hostile nation. 
c) Both of the above. 








4. During Thai-Lao border 
fighting in January-F ebruary, Thai 
Air Chief Marshal Voranart 
Apicharee coordinated air strikes 
from: 

a) His personal gold-painted F-5. 

b)A Chiang Mai hotel suite. 

с) A converted Mercedes close to 

the front lines. 


5. He Jingzhi retired as deputy 
chief of the Chinese Communist Party 
propaganda department in January 
1988. He was previously well known 

or: 


a) A speech in 1986 admitting that 
Marx made mistakes. 

b) His close links with Hu 
Yaobang. 

c) Co-authorship of The White- 
Haired Girl, a 1945 
revolutionary opera. 


6. Which well known Hongkong 
figure was nominated to China’s 
National People’s Congress? 

a) Martin Lee, outspoken QC. 

b) Brenda Chau, pink-clad 
socialite. 

c) Lisa Wang, actress and TV 
personality. 


7. Which official does not regarda 
telephone call as consultation? 
a) Japanese imperial grand 
chamberlain Shoichi Fujimori. 
b) The Panchen Lama. 
c) Hongkong’s Financial Secretary 
Piers Jacobs. 


8. What is Prince Norodom 
Sihanouk's favourite pastime? 
a) Lawn bowls. 
b) Playing the piano. 
c) Quitting the Cambodian 
coalition. 





9. Which journal has Chinese 


| Communist Party General Secretary 


Zhao Ziyang denied reading: 
a) Playboy. 
b) Pravda. 
c) Red Flag, the former CCP 
theoretical newspaper. 































10. Who is the Virgin Ironpants? 

a) Japan Socialist Party leader 
Takako Doi. 

b) Pakistan Prime Minister 
Benazir Bhutto. 

c) Hongkong Senior Executive 
Council member Lydia Dunn. 


11. Bakorstanas is: 
a) Where Mikhail Gorbachov 
delivered his second major 


b) А favourite dish in Singapore's 
Nyonya cuisine. 

c) Acronym of an Indonesian 
intelligence agency. 


12. Which politician is fond of 
riding high-powered motorcycles? 
a) Thai Prime Minister Chatichai 
Choonhavan. 
b)New Zealand Prime Minister 
David Lange. 
c) Chinese Communist Party 
General Secretary Zhao 
Ziyang. 


speech on Soviet policy in Asia. 





13. Judging by the suits he 


sometimes wears it is thought former 
Australian foreign minister (and new 
governor-general) Bill Hayden might 


have them made in: 
a) Savile Row. 
b) Mongolia. 
c) Milan. 


14. Japanese Prime Minister 
Noboru Takeshita has connections 
with which industry through the 
marriages of his two daughters: 

a) Banking. 

b) Construction. 

c) Pachinko parlours. 





15. Tjong Yik Min, described by 


Prime Minister Lee Kuan Yew as the 


“best qualified" director of 
Singapore's Internal Security 
Department, is a graduate in: 
a) Psychology. 
b) Political philosophy and 
strategic studies. 
c) Industrial engineering. 


16. After the Jakarta Informal 
Meeting on Cambodia in July, Prince 
Norodom Sihanouk: 

a) Dropped his demand for an 
international peace-keeping 
force, saying: “I have to be 
realistic." 

b) Reversed his decision to drop 
his demand for an international 
ge force, saying: "I 

ave never denied it was 
unrealistic." 

c) Denied he had reversed his 
decision not to resign as 
resistance coalition leader, 
saying: "I have never believed 
in being realistic." 


17. In August, who charged 
that President Corazon Aquino's 
*new moral order" had become “а 
haven for assassins and a den of 
thieves"? 

a) Former president Marcos. 

b) Her estranged defence minis! 

Sen. Juan Ponce Enrile. 

c) Vice-President Salvador 

Laurel. 


18. According to Singapore Prime 
Minister Lee Kuan Yew, former 
president Devan Nair was: 

a) A wife-beating Lothario with a 
thing for teutonic women. 

b) A schizophrenic, alcoholic 
transsexual. 

c) A hostile observer who was 
saying things Lee didn't like. 






















Bob Hawke was playing the 
clown because: 

a) Because the stench from the 
Fitzgerald commission was 
getting up his nose. 

b) It was National Red Nose 
Day. 

c) Having lowered the voting 

age to five, he was out getting 
votes. 





С“) 


These three South Korean politi- 
cians have something in common: 
a) They share the same name. 
b) They share the same masseur. 
c) They are united in their opposi- 
tion cause. 





incl 
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l. Thelate M. G. Ramachandran 
of India was best known in what film 
roles? 

a) Dastardly villains. 

b) Gyrating heroes. 

c) Religious figures. 





2. What is a Chinese western? 

a) A film about Charlie Chan 
meeting the Lone Ranger. 

b) A film shot in Xian in China's 
west. 

с) A film about the Magnificent 
Seven doing kung fu. 


3. What fool and her Monet were 
soon parted? 

a) Imelda Marcos. 

b) Sanda Ne Win. 

c) Mrs Alan Bond. 











4. Philippine Foreign Secretary 
Raul Manglapus, composer of the 
musical Yankee Panky, began his 
composing career penning: 

a) Jingles for Dole pineapple ads. 

b) Rousing Baptist hymns. 

c) Anti-Japanese marches. 


5. Who wrote “а roll of bread as 
soft and white as a nun's thigh"? 

a) Sinologist Ross Terrill. 

b)Salman Rushdie. 

c) Derek Davies. 


6. Malaysia's TV4 gets its 
programmes from: 

а) A weekly issue by the 
Information Ministry. | 

b) Rupert Murdoch's Fox 
Television, after censoring by 
mullahs. 

c) Opposition videotapes passed 





hand to hand. | 











These Tokyo dealers 

are responding to: 

a) The crash of 1989, 

b) A normal day of 
foreign-currency 
dealing. 

c) The declining 
market after the 
Recruit Cosmos 
share scandal. 
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| 1. Invincible Golden Spear pills 
are: 

a) A performance drug used by 
the Taiwan team at the Seoul 
Olympics. 

b) A Chinese aphrodisiac. 

с) A herbal drug taken by Karen 
guerillas to make them 
impervious to bullets 





2. Steven Spielberg and Nippon 
Steel among others are forming a 
partnership to: 

a) Create spacecraft for the 

eventual journey to Mars. 

b) Build an offshore city in Tokyo 

Bay. 
c) Build a replica of Universal 
Studios in Japan 







Prince Sihanouk is in an 
expansive mood at: 

a) A thé dansant in Paris. 

b) The Jakarta Informal 

Meeting. 

c) The launch of his 
autobiography Mv Mind is 
Made Up. 

























BUSINESS AFFAIRS ECONOMIES 


Taiwan dithers about cooling its overheated economy 


Boom or bust? 


By Jonathan Moore in Taipei 


| ende economic policymakers are 
in something of a dilemma. Should 
they act to avert a possible recession 
threatened by the effects of the rise in 
the NT dollar and a possible US reces- 
sion — or should they tackle the in- 
flationary pressures that stem from ram- 
pant money supply growth? 

The Central Bank of China (CBC, 
Tarwan's central bank) provided a 
strong clue that the authorities currently 
see inflation as the greater danger when 
it raised compulsory deposit reserve re- 
quirements for local banks by 1-2 per- 
centage points on 10 December. 

The move should lead to higher in- 
terest rates, and thus help control in- 
flationary pressures by curbing demand 
for money. In response to the CBC's ac- 
tion, five-year bond yields jumped im- 
mediately from 5.8% to 6.2%, ао 
economists said it would be some weeks 
before the full effect on 
money supply growth is 
known. 

The extent of the 
government's worry 
over inflation may may 
seem odd, since the offi- 
cial consumer price 
index forecasts inflation 
to rise to a meagre 2.6% 
in the fourth quarter this 
year, compared with 
only 0.5% in all of 
1987. But while the 
government forecasts 
that inflation will re- 
main stable in 1989, 
most independent eco- 
nomists complain the 
index understates the 
problem. Unofficial pre- 
dictions for 1989 range 
widely, from 4-10%. 

A variety of factors has helped keep 
price rises from markedly affecting 
commodities so far. These include wide- 
spread tariff rate cuts, cheaper imports 
owing to the revalued NT dollar, and 
the government's lowering of electricity 
and fuel prices. Stable oil prices and 
Taiwan's continually opening economy 
are also cited as reasons why inflation 
has not yet been a significant problem. 

The pressures mainly result from 
Taiwan's trade surplus and the 40% ap- 
preciation of the NT dollar in the past 
three years. The central bank's policy of 
protecting local exporters by keeping 
currency appreciation slow and predict- 
able allowed currency speculators from 
overseas to make huge and easy profits. 
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As a result, money flooded into the 
country and money supply began to 
grow steeply. In December 1986 it 
reached 40%, by April 1987 it had 
climbed to 52%, but by October this 
year it had eased to 2796. 

This increase did not lead quickly to 
higher consumer prices. Instead, the 
brunt has been taken by stock and real- 
estate markets, where prices have roc- 
keted. Taiwan's equity index climbed 
276% this year to its peak in September. 


The financial markets have acted as a 


buffer, soaking 


vast amounts of 


u 
money, and thus dampening Taiwan's 
e eff 


inflationary pressures. 
speculative surge has not yet been pass- 
ed on in, for example, higher rents — 
but some say it is only a matter of time. 
For now, cost-push inflation is the 
main worry, stemming from the increas- 
ing cost of labour, land, transport, 


"87 


and services. Taiwan's strained infra- 
structure and land shortage combined 
with domestic social demands rep- 
resented by environmental and labour 
movements, all add to costs. 

If the problem was merely inflation, 
life would be easier. But there is also the 
possibility of a slowdown in the econ- 
omy because the rise in the NT dollar 
has hit the export sector — the motor of 
Taiwan's economy — and because 
Taiwan's export-led growth leaves it un- 
usually vulnerable to a US recession. 

The Ministry of Economic Affairs' 
growth target for 1989 is 7% , down onl 
slightly from this year's GNP growt 
rate, which strikes many economists as 
optimistic. Other estimates range from 


ect of this 


TAIWAN’S OVERHEATING ECONOMY 
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“Gross fixed capital formation plus national consumption expenditures. “Preliminary. tForecasts. 
Source: Directorate General of Budget, Accounting and Statistics. 
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5% to 6.5%, with an election year con- 
sumer boom being an important factor. 

A slowdown in Taiwan is most likely 
to come from a recession in the US — 
where Taiwan still sends 39% of its ex- 
ports — and the rest of the world. A 
serious recession would compound the 
damage already done to Taiwan export- 
ers by the revalued NT dollar. Taiwan's 
Wee in NT dollar terms, grew only 
1.0% in the first 11 months of. 1988, 
sompen with 14.5% a year ago. 

“The government will have to sac- 
rifice one of their two objectives,” «^id 
an economist who declined to 
named. “If they curb money suppry, 
they may have a growth slowdown; and 
if they stimulate the economy, it is likely 
they will have to sacrifice price stabil- 
ity," he said. 

The extent of the authorities’ con- 
cern over inflation is demonstrated by 
their willingness to risk 
damaging local produc- 
ers, who already oper- 
ate on thin margins, by 
higher credit costs. 
"The credit tightening 
may hurt local industry, 
but the point is not to 
help local industry, the 
point is to stop inflation," 
said a Taipei banker. 


oosting the domes- 

tic sector within the 
economy would not 
only offset a possible 
cession — it would 
help remove the coun- 
try's dependence on fac- 
tors outside its control. 
In September, Taiwan 
announced a speeded-up 
programme to buy land 
for infrastructural projects that could 
release up to an additional NT$400 bil- 
lion (USS14.22 billion) into the econ- 
ү over the next two or three years. 

aiwan badly needs to improve its 
infrastructure, because poor domestic 
conditions are placing great strains on 
society, and thus on business. Severe 
pollution has created a need to develop 
cleaner factories, a new and costly ex- 
perience for Taiwan industrialists. A 
shortage of industrial land and strains 
on the overtaxed infrastructure are add- 
ing to production costs and threaten to 
hit the investment environment. 

The high cost of housing is a particu- 

larly worrisome political issue for the 
ruling Kuomintang, and growing mili- 
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tancy from labour and from disaffected 
^-—nhers is creating problems for govern- 
it planners. 

Some economists doubt that Taiwan 
can quickly shift production resources 
from the export sector to the domestic 
economy. Net export income generates 
some 50% of Taiwan’s GNP — still a 
huge portion of the economy. Govern- 
ment statistics forecast the domestic 
sector has grown by about 14% in 1988. 

The growing domestic sector is only 
one part of Taiwan's economic restruc- 
turing. Labour intensive industries are 
relocating in Southeast Asia and China, 
and service industries are booming. 

The government's past handling of 
the basic dilemma — the mixture of 
credit squeeze and public spending — 
has not gone uncriticised. Private 
economists and businessmen complain 
that the government's credit tightening 
has come too late. They say, with a dis- 
tinct hint of I-told-you-so, that financial 
authorities could have curbed money 

ply growth and also NT dollar ap- 

"iation if the government had aban- 
doned its outdated growth-only eco- 
nomic policy earlier and bumped up in- 
terest rates a year or two ago. 

Lin Jong-shong, an economics pro- 
fessor at National Taiwan University, 
said the credit tightening is “too late, 
because housing prices are already in 
the sky." 

The situation, though difficult, may 
not be impossible. One foreign banker 
in Taiwan believes the center Cai may 
have offsetting time factors on its side. 
Spending on government projects takes 
effect over a longer period, while the 
credit squeeze mechanism has a more 
immediate effect. The quick credit 
shock might shake speculative funds 
from the stockmarket and out of the 
country, thereby creating capital out- 
flow and further decreasing the money 
supply. Meanwhile, increasing domes- 
tic demand through spending could 
have a more lasting and positive effect 
on consumption. 
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BANKING 


By Nigel Holloway in Tokyo 

hich is the world's largest bank 

anil biggest life insurer? If youthink 
the answer was Dai-Ichi Kangyo Bank 
(DKB) and Nippon Life, you would be 
wrong. It is not two institutions, but one 
— Japan’s Post Office, whose savings 
bank and life-insurance arm had total 
assets of ¥118 trillion (US$952 billion) 
and ¥37 trillion respectively as of 
March 1988. That makes the post of- 
fice's financial concerns respectively 
three times bigger and twice as large 
again as their nearest private-sector ri- 
vals in banking and life insurance. And, 
of course, far bigger than anything in 
the West. 

Even within a financial system as 
large as Japan's, when an elephant jos- 
tles with some rhinoceroses, it is not ad- 
visable to get in the way. They are push- 
ing each other much harder as the coun- 
try's financial markets are liberalised. 
From next June, banks and the postal 
network will be offering identical sav- 
ings instruments for the first time, as a 
result of an agreement that has just been 
reached among government depart- 
ments. On the other side of the fence, 
Japan's life-insurance market is becom- 
ing saturated and competition is heating 


up. 
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Growth in Post Office 
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Use of Kampo funds 
Total assets: Y 36.85 trillion 
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The post is a pillar 


Japan — and the world's — largest bank may go private 


Eventually something will have to 
give. That "something" is likely to be 
the privatisation of both postal savings 
and Kampo, as postal life insurance is 
called, though few people are prepared 
to discuss the idea yet. As Japan's finan- 
cial system is gradually deregulated, the 
existence of a state-owned behemoth in 
the middle of it all is going to seem in- 
creasingly illogical. As government in- 
stitutions, they pay no tax and there is 
no risk in depositing savings there or 
taking out life insurance with them. 

What rankles with their privately 
owned rivals most of all is the branch 
network: out of 23,000 post offices 
around Japan, 20,000 act as banks and 
slightly fewer provide insurance ser- 
vices. No commercial institution can 
compete with them. DKB has 370 
branches and all 87 banks have fewer 
than 11,000 between them. The private 
life insurers do better with nearly 19,000 
operating units, but the cost of provid- 
ing their service is far higher. They em- 
ploy 460,000 people, of which 368,000 
are agents. Kampo has 47,000 workers, 
three-fifths of whom are door-to-door 
salespeople. 

Savings and life insurance, there- 
fore, benefit hugely from using a single 
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ngs and insurance 
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sanal азм 
F 


Total: Y581.4 trillion 








branch network. Apart from sharing the 
same counter in smaller post offices, 
there is no cooperation between the 
two, and they are run by different 
bureaus of the Ministry of Posts and 
Telecommunications (МРТ). Both 
have a similar role, which is to act as a 
safe and cheap channel for the savings 
of the masses. Until recently, all that 
money had ended up in the govern- 
ment’s coffers. Postal life insurance and 
postal savings together are expected to 
provide more than a third of the ¥33 
trillion absorbed by the Fiscal Invest- 
ment and Loan Programme (FILP) in 
fiscal 1988, which ends next March, and 
this money is mainly used for infrastruc- 
tural projects, though also spent on for- 
eign aid. 


№ these two institutions are start- 
ing to have some discretion over 
where to put a part of their funds. Al- 
though the proportion that can be man- 
aged in this way is small, it is big in abso- 
lute terms and it will grow. This is one 
aspect of their operations which makes 
private financial institutions edgy. If 
postal savings and Kampo earn a higher 
return from investment outside the 
FILP, they can afford to pay their savers 
higher yields and thus compete more ef- 
fectively. 

Last fiscal year, the postal savings 
fund was allowed to invest in various 
securities and bank deposits for the first 
time; #2 trillion to start with, rising to 
an accumulated total of ¥15 trillion by 
April 1992. So far, half has gone into Ja- 
panese government bonds. Since Oc- 
tober 1981, Kampo has been allowed to 
invest some of its small change abroad 
and, as of last March, had 5.476 of its as- 
sets in foreign securities. Kampo's ¥2 
trillion-worth of overseas investments is 
almost as much as Nippon Life's. It is 
the largest foreign portiolio investor in 
Canada and keeps a higher proportion 
of funds there than in the US. 

The postal savings network is look- 
ing more and more like a bank as dere- 
gulation gathers momentum: 
> It offers more than 41 joint plastic 
cards in alliance with consumer finance 
firms and shops such as Nippon Shinpan 
and Daimaru. 

» Its on-line services have grown to 
the point where Citicorp has asked it to 
consider linking up to transfer funds 
electronically to and from the US. 
» The network is now allowed to sell 
over the counter #1 trillion a year of 
overnment bonds. In a service the 
anks cannot provide, the interest 
earned on the bonds is automatically 
compounded. 
e most important reform took 
lace on 9 December, when the Finance 
inistry and MPT agreed to deregulate 
interest rates on money-market certifi- 
cates (MMC) worth less than X 10 mil- 
lion. This was the biggest step in the 
liberalisation process which began in 
March 1985 and was held up when 
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banks and the post office could not 


agree on what to do about reigaku 
(or fixed-amount) certificates. These 
guarantee to pay a contracted rate for 
the full 10-year life of the certificate, 
even though there is no penalty if funds 
are withdrawn after six months. No 
bank could offer this combination of 
liquidity and (potentially) high yield. 

The compromise will allow the post 
office to retain the special features of 
these certificates (that is, a fixed rate, 
10-уеаг maturity and liquidity after six 
months), but a ceiling has been placed 
on the rates they offer. They cannot rise 
to more than 80% of the interest on 
three-year ММС, which will be intro- 
duced next October. In return for this 
rate cap, the post office will be able to 
offer ¥3 million MMCs from June 1989, 
an identical instrument to that of the 
banks. 


ECONOMIES 





The final obstacle to these measures 
came from the agricultural savings 
cooperatives, whose only competition 
in many rural areas is the post office. 
The farmers' cooperatives are worried 
about the higher costs arising from the 
reforms. 

What effect will this have on the 
competition for depositors? One certain 

rediction is that the post office will 
aunch an aggressive marketing drive, 
as it did last April, when the govern- 
ment abolished the tax exemptions (or 
maruyu) on the interest received from 
most small deposits. The post office was 
thought to be particularly vulnerable 
because it had only a limited range of fi- 
nancial products to offer. 


he MPT reports that postal savings 

net assets did indeed fall, in anticipa- 
tion, by #899 billion in March 1988, 
the month before the tax exemption 
was removed. But since then it has 
clawed its way back as savers 
second thoughts about putting t 
money in riskier alternatives such as 
stocks and bonds. Net assets rose by 
% 729 billion in the first seven months of 
the current fiscal year, double the rate 
in fiscal 1987. 

Postal savings, however, faces a fi- 
nancial time bomb. More than ¥30 tril- 
lion out of ¥ 107 trillion in teigaku certifi- 
cates mature in 1989-90. How can the 
post office keep the loyalty of these de- 
c - if interest rates in Japan stay 
ow? 

The one big difference between 


If Tokyo crumbles 


A major earthquake in Japan would shake the world economy 


By Charles Smith in Tokyo 


A repeat of the Great Kanto Earth- 

quete of 1923, which killed 140,000 
people in and around Tokyo, could 
cause even more deaths and do 13 times 
as much physical damage, according to 
a five-year study by the Japanese Gov- 
ernment. While this is far more than the 
massive earthquake in the Soviet 
Union's Armenian republic in early De- 
cember, the economic impact on Japan 
of such a disaster would be less serious 
than the knock-on effects for other 
economies, according to an indepen- 
dent study by Nagoya-based Tokai 
Bank. This is because Japan would need 
all its available savings for domestic re- 
construction for at least three years 
after the disaster and would no longer 
be able to export capital. 

A cut of even 50% in Japan's capital 
as to the US would cause a jump in 
US interest rates which in turn would re- 
duce GNP growth by up to 0.5% in the 
first full year after the quake, according 


to the bank. By the third year, Tokai 
economists think the cumulative effect 
of the reduced flow of funds would be to 
cut US growth by 2.5%, while Latin 
American economies could contract by 
more than 1096 because of the impact of 
higher interest rates on their foreign 
debt. 

Japan, by contrast, would be ex- 
periencing а reconstruction boom, 
which could boost GNP growth to 1096 
once the initial shock to the economy had 
been overcome. The only serious long- 
term economic problem for Japan wonld 
be the slowdown that might occur some 
four years after the quake when the re- 
construction boom ran out of steam. 

The negative impact on GNP (rather 
than damage to capital stock) might not 
exceed 4.5% in the first six months after 
the quake, if the bank's projections are 
right. In the following 12 months the econ- 
omy would probably grow at more than 
1096 as reconstruction got under way. 
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banks and postal savings is that the lat- 
ter cannot make unsecured loans, but 
even this is likely to change. The MPT 
has asked for a budget for next year so it 
can allow its account holders to run tem- 
porarily into the red if they have insuffi- 
cient funds to pay their utility bills by 
automatic debit. Once that battle has 
been won, the post office wants to ex- 
tend its lending — probably further into 
the lucrative area of consumer finance. 

The struggle for elbow room in 
Japan's life-insurance market has gen- 
erally been a less acrimonious affair 
than the bank battle. This is because the 
size of the insurance industry has grown 
so rapidly and private insurers have 
campaigned to prevent Kampo increas- 
ing the maximum sum it can insure. 
Total assets of all life insurers expanded 
six-fold in 1975-87 and Kampo's share 
fell slightly to 28%. But the market is 
reaching saturation point, with 92% of 
Japanese households holding life in- 

ance. “If [Kampo] continues to grow 

will really suffer," says an official of 
the Life Insurance Association, which 
represents the private sector. 

If postal savings and Кап are to 
be privatised, they will probably have to 
be broken up into regional entities, in 
the same way as Ma Bell was in the US. 
The government will also have to con- 
sider new methods of financing its woe- 
fully inadequate infrastructure pro- 
gramme if it were no longer to have a 
captive source of cash. But privatisation 
looks inevitable. The government 
should start planning now. п 


The moral drawn by Tokai Bank is 
that the world has a vitalinterestin Japan 
decentralising its economy away from 
Tokyo so as to mitigate the damage that 
might be done by a major earthquake in 
the Kanto area. Nearly a third of Japan’s 
GNP is now concentrated in Tokyo and 

e surrounding prefectures, com- 
за with less than a fifth in 1923. 

Coincidentally, decentralisation 
might be good news for banks (like 
Tokai) which are based outside the 

Tokyo region. Nagoya, Tokai’s base, is a 
big indistrial city on the Pacific coast 
about 150 km west of Tokyo which sees 
itself as an obvious candidate for 
Japan’s capital should the seat of gov- 
ernment ever be moved from Tokyo. 


Tues disturbing earthquake scenario 
was released only six days after 
the Armenian disaster. The bank, how- 
ever, disclaims any connection between 
the date of publishing its findings and 
the Soviet quake. Rather, the Tokai 
study was timed to follow publication of 
the government report on the short- 
term physical damage likely to be 
caused by a repetition of the Great 
Kanto quake. The government study 
was published on 6 December after 
more than five years of research by ex- 
perts at the National Land Agency. 
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Indonesian Government gains a grip on Kadin 


By Michael Vatikiotis in Jakarta 


he election of a former state official 

and current chairman of three state 
enterprises as chairman of Indonesia's 
chamber of commerce (Kadin), has re- 
newed debate over the government's 
commitment to the private sector. 

After a three-day conference in 
Jakarta, most of which was devoted to 
the election, a former director-general 
of light industries, Sotion Ardjanggi, 
emerged as the victor, after his rival, 
successful businessman and President 
Suharto's half-brother, Probosutedjo, 
backed down. 

Most commentators saw the election 
as a straight contest between the state 
and the private sector. Kadin was radi- 


cally restructured by a law passed in | 


1987 requiring state enterprises and 
cooperatives to have the same represen- 
tation within it as the private sector. 
This restructuring was generally seen to 
weaken Кече influence, and a 
group o 

a splinter organisation, the Council of 
Private National Businessmen. 

Kadin has been a thorn in the gov- 
ernment's side, lobbying against those 
government policies the private sector 
does not like. Most notably, it has al- 


According to the agency, a quake 
measuring 7.9 on the Richter Scale (the 


businessmen have since set up | 





same as the 1923 quake) would kill upto | 


150,000 people if it occurred on a winter 
evening with winds blowing at 4 m à sec- 
ond. More than $800,000 buildings 
would be destroyed by the quake itself, 
while another 2.5 million would be lost 
in fires in the first hours after the 
disaster. At 1987 prices this translates 


into #80 trillion (USS645 billion) in | 


damage — equal to 23% of Japan's 1987 
GNP. 

The damage done to buildings and 
infrastructure by the 1923 quake is esti- 
mated to һауе been 
around ¥6 trillion at 1987 
prices. Yet the Kanto 
quake did far more dam- 
age to Japan's economy 
than а similar disaster 
would do today. One rea- 
son for this is that the 
economy was much small- 
er — so the impact of the 
quake was proportion- 
ately greater. A second 
difference between 1923 
and 1988 is that Japanese 
banks could withstand the 
financial shocks that 
would follow a quake, 
without freezing with- 





most singlehandedly developed trade 
with China, while the government re- 
fuses to restore diplomatic ties broken 
off after the abortive communist-back- 
ed coup in 1965. 

Some Kadin members argue, how- 
ever, that Probosutedjo's defeat is not 
necessarily a blow for private sector au- 
tonomy. "He was not that popular with 
businessmen," one Kadin member told 
the REVIEW. Many Jakarta business- 
men feared that his links to the first fam- 
ily and known personal ambitions 


| would not be in the chamber's best in- 


terests. For his part, Ardjanggi — who 
also teaches at à private management 
institute — has a reputation for profes- 
sionalism and fairness. Meanwhile, it 
became clear that the former bureau- 
crat was preferred by the president and 
senior economic ministers. 

The question remains whether 
Ardjanggi's election confirms business- 
men's suspicions that the government is 
loathe to allow the private sector more 
autonomy. This issue becomes impor- 
tant in the context of the government's 
stated policy of developing non-oil ex- 
ports. "It's a matter of public versus 
private investment," says Hartojo 


drawals and provoking a financial panic. 
Insurance companies would be hard 

ut to meet claims following the disaster. 
okai rules out the prospect of 
defaults or bankruptcies, though it 
suggests the government might have to 
impose a one-month moratorium on all 
major debt repayments. Japan could fi- 
nance the imports needed to reconstruct 
with only moderate strains on the ba- 
lance of payments. The main casualty 
would be capital exports which would 
have to be wound down as the current ac- 
count went into sharp but temporary 
deficit. п 














Wignjowijto, a local business consul- 
tant. "The boost for non-oil exports will 
increase the role of the private sector, 
therefore there is a need to reflect its im- 
portance in institutional terms," Har- 
tojo told the REVIEW. 

But businessmen agree that the gov- 
ernment remains firmly opposed to giv- 
ing any extra-governmental organisa- 
tion too much freedom. “The govern- 
ment is still too protective," remarked 
one disillusioned Kadin member. There 
is also a suspicion that the president still 
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perceives the public sector to be essen- 
tial to national development, despite 
the government's commitment to dere- 
gulation and administrative streamlin- 
ing. 

Benny Murdani, defence and sec- 
urity minister, cautioned in a speech to 
the congress that too much emphasis on 
exports could lead to a neglect of 
domestic markets "causing undesirable 
effects." He said: "Our export drive 
may cause our economy to be sucked up 
by foreign economic forces, thereby 


And the winner is... 


The government confuses everyone with its choice of KLSE head 


By Nick Seaward in Kuala Lumpur 


T Malaysian Government's revamp 
of the executive of Kuala Lumpur 
Stock Exchange (KLSE), took on the 
nature of a farce with the appointment 
of retiring chairman Nik Mohamed Din 
to the new position of full-time chief 
executive on 18 December. Although 
his three-year term as the first govern- 
ment nominee has been widely acclaim- 
ed by the KLSE membership, the way in 
which it was done has raised questions 
as to the competence of whoever is in 
control of the development of the 
securities industry. 

The appointment was announced 
without Nik Din's prior knowledge — 
or acceptance — and the government so 
arranged things that Nik Din had to 
break the news to the KLSE's annual 
meeting himself. In a bizarre, Oscar- 
style ceremony at the end of the meet- 
ing, the outgoing chairman opened a 
sealed letter from the Finance Ministry 
to inform the members of the name of 
his successor — only to find himself as 
the nominee. 

Nik Din was so dumbstruck that 
KLSE general manager, Mohamed Sal- 
leh Majid, had to take the letter and 
read it to the members. The news was 
greeted with applause by the brokers, 
who value Nik Din's work in revitalising 
the exchange after its three-day closure 
during the Pan-Electric crisis in 1985 
and his efforts to bring in scripless, com- 
puterised trading on schedule during 
1989 

The reason for his surprise is clear 
enough. Less than three weeks before 
the scheduled date of the annual meet- 
ing — at which Nik Din was planning to 
stand for re-election to another three- 
year term — the government had in- 
formed the KLSE committee that it was 
exercising its powers under the Sec- 
urities Industry Act to reduce the size of 
the committee from 10 to nine, fill four 
of the places with its own nominees and 
appoint a full-time executive chairman 
(SHROFF, REVIEW, 22 Dec.). 
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A few days later, a senior govern- 
ment source had called in the local 
newspapers to tell them that the new 
chairman would not be drawn from the 
ranks of stockbrokers, or ex-stockbrok- 
ers. On 17 December — two days be- 
fore the AGM — Nik Din paid a 
farewell call on Finance Minister Datuk 
Daim Zainuddin, and the following 
day, Daim's deputy, Mohamed Farid 
Ariffin, officiated at a farewell dinner 
for the outgoing chairman. 

At a press conference after the 
KLSE meeting, Nik 
Din said that "since 
the minister has con- 
fidence in me, I ac- 
cept the job." How- 
ever, brokers point 
out that the manner 
in which his name 
was announced left 
Nik Din no room for 
refusal. They also 
point out that he 
now has to sell his 
estimated 30% stake 
іп the brokerage 
O.S. K.andPartners. 

Some sources on 
the KLSE suggest 
that Nik Din was 
given his old job 
back because none 
of the government's 
en choices — 
including central 
bank deputy gover- 
nor Lin See Yan — would accept the ap- 
pointment. By rushing through the 
amendments only three weeks before 
the AGM, the government found it- 
self with no room for manoeuvre and 
ran out of time to look for alterna- 
tives. 

Nik Din said that the letter from the 
ministry did not spell out his terms of 
service; however, it is understood that 
his appointment is for three years. The 
other three government appointees to 








Nik Din: 'dumbstruck.' 






causing heavier dependence on the 
world economy and triggering socio- 
economic distortions within our coun- 
try.” 

Many businessmen feel this is the 
sort of issue Kadin should be addres- 
sing. “We need a group of prominent 
businessmen who can talk to the gov- 
ernment and represent the interests of 
the private sector,” says one business- 
man. “The trouble is, they don’t fight 
for the business community, but for 
their own personal interests.” п 





the committee will serve for two years. 

The identity of the other government 
nominees came as no surprise. Antah 
Holdings chairman, Tunku Naquiyud- 
din, had been widely tipped as he is 
chairman of the Federation of Publicly 
Listed Companies. Commerce Interna- 
tional Merchant Bankers' chief execu- 
tive Munir Majid had been thought to 
be in the running for the chairman's j~* 
while the possibility of stock ana 
Neoh Soon Kean being brought on to 
the committee had been bandied about 
as well. 

The four government nominees will 
have to work alongside five broking 
members who were elected at the an- 
nual meeting. Former deputy chairman 
Teh Ghee Kok from TA Securities was 
re-elected, as were former committee 
members Ramli bin Ismail of K & N 
Kenanga, Koh Kee Tee of Johor-based 
Koh and Lee Sec- 
urities, and Abang 
Zainal Abidin, the 
corporate nominee 
for PB Securities. 

The sole new- 
comer is Jock Chua 
Hock Seng, of Pe- 


taling — Jaya-based 
Halim Securities, 
but Chua has 


worked extensiv ` 
on the sub-comr 
tees set up to imple- 
ment the computer- 
ised and scripless 
trading systems. All 
five broking mem- 
bers, therefore, 
have an intimate 
knowledge of the 
management of the 
exchange, and as 
their three-year 
terms of service will 
run concurrently, a period of stability is 
likely with the four government 
nominees following their lead on these 
issues. 

Although Nik Din is now the govern- 
ment's man, most members expect him 
to side with his former fellow brokers. 
His appointment, therefore seems to 
negate the government's whole purpose 
of revamping the committee, which was 
to gain day-to-day management control 
of the exchange. 
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DESIGN 
COMPETITION 










for the development of the 


First Government 
House Site 


and adjacent sites 


SYDNEY, AUSTRALIA 


In 1788. only four months after the first European 
settlement on Australia's east coast. the colony's 

First Government House was built on a site which 
15 now part of Sydney's Central Business District. 


To commemorate this event. and the Bicentenary of 
the settlement of the colony in 1788. the New 
South Wales Government is convening a major two 
stage design competition for the development of the 
Site. 

The competition will elicit designs of the highest 
quality which conserve and commemorate the 
historic remains and buildings and which provide for 
a significant and sympathetic commercial 
development of the remainder of the city block. 
The budget for the total project will be in excess of 
$A800 million. 


The competition. leading to a commission to design 
and document the project is endorsed by the Royal 
Australian Institute of Architects and is open to 
architects registered in the € ommonwealth of 
Australia. 


All enquiries to: 

Mr Brian Eastoe 
Competition Registrar 
First Government House Site € ompetition 
C^ NSW Public Works Tender Board 
Level 18. State Office Block 

Phillip Street. Sydney. NSW 2000. 
AUSTRALIA 

l'elephone 102) 228 5198. Fax 102) 228 5176 


The competition is promoted jointly by the New 
South Wales State Government the Council of th 
City of Sydney. the State Authorities 
Superannuation Board and € omrealty Young Street 
Ltd Sydney 


The Assessors for the Competition are 
Prof Peter Mcintyre AQ ( hairman 
Lindsay Kelly. Government 
Architect Michael Smit 
Sidney Londish Fritz Stuber 

Prof Isabel McBryde Prof Peter Webber 
The first stage of the Design ( ompetition closes or 
2| February. 1989 

An information brochure is available from the 
Registrar 


Alternatively. a Competition Kit containing th 
brief and supporting material will be issued upon 
receipt of а 5А 100 Registration Fee 

This advertisement is not part of the Desien Br 
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« tuna and pineapple 


Asia's supermarket 


Thai food processing industry enjoys an investment boom 


By Carl Goldstein in Bangkok 


quiet revolution is afoot in Thai- 
land's food processing industry as it 
moves aggressively upmarket by ex- 
orting more highly processed foods, 
or more money. Thailand has long 
been a leading exporter of raw agricul- 
tural commodities, but rather than re- 
maining content with bulk shipping of 
such foods as rice, maize, and tapioca, 
the country aims to become "Asia's 
supermarket," as one top government 
official put it. 

Food processing has expanded 
rapidly over the past few years, and the 
pace of development still appears to be 
quickening. Investment in the industry 
shot up by 4376 in the first 10 months of 
this year, compared with the same 
period of 1987, as measured by Board of 
Investment (Bol) approvals. Exports of 
processed food for 1988 are expected to 
rise by about 20% over last year's levels. 

Already Thailand has become the 
world's biggest exporter of both canned 
. Last year, exports 
of these products were worth Baht 8.15 
billion (US$326 million) and Baht 3.73 
billion respectively. And 1988 totals 
should rise by 25-30% , according to in- 


‘dustry association forecasts. 


This is just a start, if the hopes of eco- 
nomic planners and both domestic and 
foreign agro-food businesses can be 
realised. Agro-food industries are par- 
ticularly attractive to government plan- 
ners. "These industries yield the 
maximum benefit in terms of the value- 
added component, emp loyment, and 
export earnings," said Staporn Kavita- 
non, deputy secretary-general of the 
Bol. This is in contrast to manufactur- 
ing industries, which generally rely on 
imported raw materials. 


About 5876 of Thailand's 29 million- 
strong. workforce farms the land. In 
terms of the government's development 
strategy. agro-food industries are view- 
ed as one of the key weapons in the ef- 
fort to narrow the yawning gap between 
rural Thailand and the Bangkok met- 
ropolis — a gap measured not only by 
income levels, but by health and nutri- 
tional standards as well. 

Private-sector efforts are intended 
to dovetail with the government's 
development strategy. For example, 
Northeast Agriculture has set up a 
1,000-ha tomato plantation that is pro- 
viding more than 200 landless farm 
families a guaranteed income. Not only 
does the firm pay a guaranteed price 
for their produce, but also provides 














extension services to help former rice 
and maize farmers grow an unfamiliar 
crop. 

"As successful as Thailand's food- 
processing industry has been in recent 
years, its true potential has hardly heen 
tapped," said Chatchai Boonyarat, pre- 
sident of Northeast Agriculture Co. and 
chairman of the Food Processing Indus- 
tries Association. 

Domestic and foreign capital seems 
eager to exploit that potential. Food 
companies from Ja a Taiwan, the US 
and Europe see Thailand as the most 
promising base for export-oriented pro- 
duction, especially in comparison with 
competitors like Indonesia, the Philip- 
pines, or Taiwan. 

Thailand's attractions are by now 
well known to many foreign investors: 





H 





an abundant and cheap labour poal. 
easily trained workers (according 
many foreign executives working ia 
Thailand), plus tax holidays and other 
incentives for export-oriented ven- 
tures. 

Just as important has been the politi- 
cal stability the country has enjoyed in 
recent. years. This was demonstrated 
most clearly by the smooth transfer of 
poner in August from former general 

rem  Tinsulanond to  Chatichai 
Choonhavan, Thailand’s first popularly 
elected prime minister since a short- 
lived civilian government was over- 
thrown by the military in 1976. 

So far, foreign investors in food-re- 
lated businesses do not appear to have 
been deterred by increasingly serious 
infrastructural bottlenecks brought on 
by the country’s unexpectedly rapid 
economic development. The Bol ap- 
proved Thai and foreign applications 
for Baht 9.56 billion of investments in 
export-oriented food and food-relate4 
ventures in the first 10 months of 1 
year. In the whole of last year the tc... 


| ` A bumper catch: page 50 (s reached just Baht 6.69 billion. 


he new funds are not just going into 

pineapples and tuna. Rather, there 
is investment in a broad range of pro- 
ducts including all sorts of canned and 
frozen fruits and vegetables: other sea- 
food products such as crabs and baby 
clams; and processed meats. Prawn 
farming has become a major growth in- 
dustry. Thailand's prawn и (mostly 
in frozen form) rose from Baht 2.8 bil- 
lion in 1984 to Baht 5.75 billion in 1987. 
Then, in the first half of this year, ex- 
ports rose by a further 4576 over the first 
six months of last year to Baht 3.83 bil- 
lion. Other promising areas are proces- 
sed foods derived from non-traditional 
crops such as tomatoes, mushrooms, as- 
paragus and baby corn. 

For example, with the start-up last 
year of Northeast Agriculture — in 
which both the World Bank affiliated- 
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International Finance Corp. and 
the Asian Development Bank hold 
1596 stakes — Thailand has be- 
come an exporter of tomato pro- 
ducts rather than an importer. 
From its farms and cannery in 
Thailand's northeast  Nongkhai 
province, the firm now exports 
50,000 tonnes of tomato paste a 
year. Capacity is planned to rise to 
150,000 tonnes by the end of next 
year. 

The list of foreign food ven- 
tures in Thailand seems to grow 
daily. Oscar Mayer's first Asian 
plant is in Bangkok: it is a joint 
venture with Thai agro-industrial 
giant Charoen Pokphand Group to 
make sausages, ham and other 

rocessed meats — initially for the 

hai market, but with the ultimate 
aim of exporting to other countries 
in the region, according to Oscar 
Mayer's Brow. 

Other firms include: Mitsubishi 

rp., which is involved in pineap- 
,  canning and prawn farming; 
Dole, which has the largest 
pineapple plantations and canning 
operation in Thailand; seafood 
canner Thai Safco, a collaboration 
between the South Australia Fish- 
ing Cooperative and Thai interests, 
which is now one of the county's 
three biggest tuna operations; Nis- 
shin Confectionery of Japan, which 
makes biscuits and other bakery 
products with Thai President Foods: 
and Weichuan Foods of Taiwan, which 
is setting up a vegetable canning 
factory. 

Thailand’s leading position in the 
world pineapple trade further illustrates 
how and why Thai food processing has 
been so successful. Thailand is now the 
world's largest exporter of canned 
pineapples, taking about 48% of the 
giant US import market. Last year, 
“ailand shipped 22 million cases, com- 

ed to 19 million for the Philippines 
and 11 million for Hawaiian-based pro- 
ducers (which supply the continental 
US market). 

Although global demand for canned 
pineapples is stagnant, Thailand has 
surged to the head of the export rank- 
ings by grabbing market share from its 
rivals. This trend is likely to continue, 
allowing for further growth next year of 
at least 15%, according to Vivat 
Charanvas, director and executive vice- 
AR of Siam Food Products, one of 

ailand's top three pineapple canners 
and exporters. The other two big pro- 
ducers are Dole and Thai Pineapple In- 
dustries, which is 30% owned by Mi- 
tsubishi Corp. 

Philippine production has levelled 
off, as communist insurgency in pineap- 
ple-growing areas has led to a reduction 
in cultivated area. Another negative 
factor, in the view of Philippine planta- 
tion owners, is the new Comprehensive 
Agrarian Reform Programme. Al- 
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though commercial farms have received 
a 10-year reprieve from land-distribu- 
tion provisions of the controversial 
legislation, ma big land-owners are 
not investing, but concentrating on 
fighting the reform programme. 
Hawaiian production is declining be- 
cause rapidly rising real estate prices 
make alternative land uses more attrac- 
tive, particularly leisure-related deve- 
| lopment. Production in Malaysia, which 
exports about 6 million cases a year, is 
declining because of poor techniques. 





hailand's lure for foreign food com- 
panies is partly explained by the dif- 
ficulties suffered by its regional com- 
| petitors, Japan, Taiwan and South 
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Shutting up shop 


Bangkok's rivals hurt by currency appreciation 


Korea have been hit to varying de- | 


grees by rising labour costs and ap- 
preciating currencies, which have made 
their exports less competitive in world 
| markets. 
| Taiwan, formerly one of the leading 
| exporters of many of the same products, 
| has seen its markets fade in the face of 
the 44% rise in its currency against the 
US dollar in the past three years, a 


values that have more than doubled in 
the past two years. 

As a result, the island's exports in the 
food sector have declined rapidiv. 
Canned asparagus exports, for exam- 
ple. plummeted by 65% from 1986 to 
| 1987 (in NT dollar terms), and in the 


desti 
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10-15% annual rise in wages, and land | 
| tostart up in Thailand. 
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The predominance of small 
holdings in rural areas is one fac 
tor behind Thailand's ability to ex- 
pand output so quickly — produc 
tion rose from 150.000 tonnes in 
1982 to 260,000 tonnes last year, 
While Dole and Del Monte шїнє 
Philippines own vast plantations 
which supply virtually all their 
needs, major producers in Thai- 
land rely far more on contract 
growers. 

Siam Foods, for example, реб. 
only 35% of its current require 
ments on its &,000-асге plantation 
in Chonburi province. The rest is 
bought from independent grow 
ers, who typically farm plots of 40e | 
120 acres. The growers make. 
about Baht 400 a tonne at the cur 
rent market price of Baht 1,700; 
which is two or three times what 
they could earn from rice or maize: 
Consequently, more land is being 
switched over to pineapple cultiva- 
tion. 

The new ventures will ensure. 
that processed food becomes s 
multi-billion dollar export-earner 














| including President Enterprise: 
| Weichuan Foods, have responded by | 


for Thailand. Currently food im- 
ports contribute to  Thailand's 
trade deficit, which amounted to 
Baht 24.1 billion for the first eight 
months of this year. 

Despite the high profile of foreign 
capital in Thailand's food industry, it 
does not dominate the field. Thai ag- 
ribusiness groups like Charoen Pok- 
phand and Krungthai Feedmills are ine 
volved in a wide range of food-related 
ventures, including seafood, and 
canned fruits and vegetables, They are 


| also moving downstream by setting up 


retail outlets to sell their own branded 
products, 


first half of this year dropped a further 
34% compared with the same perd of 
1987. Pineapple and mushroom exports... 
showed a similar pattern, 

Taiwan's leading food шч 
and 


moving into the food importing busie- 


| ness, where they can take advantage of. 


the country's falling tariff rates, ard im 
vesting overseas. Thailand has been the 
major beneficiary: besides the generally 


| favourable business conditions there, 


the large number of ethnic Chinese en- 
trepreneurs also helps Taiwan investors 





A few Japanese food companies 


| have long had limited overseas produc: 
| tion operations 


— most notably, 
Ajinomoto (MSG and other season- ` 
ings), Kikkoman (soy sauce), and 


Kagome (tomato-based products). But 
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. Tokyo's dismantling of import barriers 
is putting pressure on these companies, 
and leading more of them to look for 
offshore production bases to supply 
their domestic customers (REVIEW, 13 
Oct.). Southeast Asia is also seen as an 
important growth market for Japanese 
firms. And just as with Taiwan's food 
companies, Thailand is winning the 
lion's share of new Asian-based in- 
vestment by Japanese food compan- 
ies. 

China and Indonesia remain poten- 
tially big players in the competition to 
supply processed foods for export. 
China has attracted а number of signi- 
-ficant foreign food ventures during the 


| past several years. but most have been 


hobbled by problems common to many 
foreign-invested projects in China, par- 
ticularly foreign-exchange difficulties 
and irrational sourcing and pricing of 
raw materials. 

The US firm Beatrice Foods, for 


| example, eventually abandoned a to- 
| mato paste and ketchup project in 





southern Guangdong pro- 
“vince because China pushed 
-up the price of local tomatoes 
until they were higher than 


Political instability in the 
Philippines makes foreign in- 
. vestors nervous, particularly 
when equally cheap labour 
and raw materials are rea- 
dily available in Thailand. 
; Production in many rural 
| areas has been severely dis- 
rupted by communist insur- 
gency. 

Land reform has also 
helped to chill the investment 
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S: years ago, Thailand would have 
scarcely appeared on a map of the 
world's tuna trade. Today, despite 
dwindling fish resources in its own ter- 
ritorial waters, Thailand is the world's 
largest tuna exporter, taking some 5276 
of tuna exports. (The US remains by far 
the largest producer, but most is for 
its domestic market.) 

Thailand's earliest seafood-canning 
operation opened in 1977-78, but the 
main burst of activity, when tuna can- 
neries were built and processing equip- 
ment and technology imported, started 
in 1982, and continues today. The coun- 
try now has five large canneries and 10 
medium-sized ones, plus numerous 
small operations. Most are in Thailand's 
southern provinces adjoining the Anda- 
man Sea and the Gulf of Thailand, but 
some are also located in Samut Sakhon 
and other places along the Gulf Coast. 

A handful of companies dominate 
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| climate in the Philippine 





farm sector. 
When Philippine President 
Corazon Aquino distributed 
land certificates to more than 10,000 
pineapple and palm oil farmers in South 
Cotabato province, in the southern 
Philippines, on 12 December, it was 


good news for them — but may well | 


spur some foreign companies, like Del 


. 1. Monte, to look harder for alternative lo- 


‚ cations for their plantations. 
Г Indonesia is likely to become an im- 
portant food-processing nation in the 
long term, but so far it remains heavily 
|: oriented towards the production and, in 
Some cases, export of raw agricultural 
commodities. However, one sign of the 






"|. country's determination to expand its 


4 exports of processed food came last July 

when Mantrust, the Surabaya-based 
agribusiness, acquired Van Camp Sea- 
* foods, whose Chicken of the Sea tuna 
* brand is the second-largest seller in the 
US. 

Mantrust, which is Indonesia's 
largest food-processing company, al- 


ready has interests ranging from a tuna | 


cannery in Bali, to dairy operations, to 
fruit and vegetable canning. 
— Cari Goldstein 
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Thailand's tuna-processing industry, in- 
cluding Thai Union, and its listed sub- 
sidiary Songkhla Canning. Unicord, 
and Safco. 

Thailand produced 145,000 tonnes 
of canned tuna last year, and almost all 
of it was exported. Demand for Thai- 
land's tuna is rising — in the first half of 
1988, exports reached 95,000 tonnes 
Exports are expected to reach 185- 
200,000 tonnes this year, according to 
the Thai Food Processors Association. 


| The largest markets are the US, which 


last year took some 3676 of exports, and 
Britain and Canada, which each took 
11%. 

“In spite of supply constraints, the 
efficiency and low production costs 
Thai canners have achieved make it 
difficult for others to compete," said 
Henri de Saram, director of Infofish, a 
Kuala  Lumpur-based organisation 
which tracks the international fishery 
trade. 

Tuna canning is highly labour-inten- 
sive, because the fish must be graded 
and cleaned by hand. Labour costs are 


| Thailand becomes world’s top exporter of canned tuna 


| 











as much as 20% of total costs. But low 
pay — the minimum wage in Bangkok 
and surrounding areas is Baht 73 
(US$2.92) a day, due to rise to Baht 
78 in April — is only one reason for 
Thailand's predominance in the tuna 
trade. 

Another is the high level of horizon- 
tal integration that leading Thai tuna 
canners have achieved. At Unicord, 
Thailand's second-largest tuna exporter 
(Thai Union is the largest). when the 
tuna white meat has been packed, no- 
thing of the leftovers is wasted. The 
cooking water is used to make fish ex- 
tract for flavouring soup and noodles, 
the dark meat becomes petfood, the 
bone is turned into fertiliser, and 
the skin, head, and other waste parts 
are used to make shrimp and animal 
feed. 

Thailand's tuna industry has а 
prospered because of difficulties suf- 

fered by its erstwhile com- 
petitors. Until the early 1980s, 
the top exporters were Japan, 
the Philippines and Taiwan. 
Japan's position was hit by the 
high yen. In the Philippines, 
domestic tuna catches could 
not make ир for a Marcos-era 
restriction on frozen tuna im- 
ports, and thus canned tuna 
exports fell because of a lack 
of raw materials. The ban was 
an effort to protect the in- 
terests of domestic fishing 
fleet owners. 
| The Aquino government 
has eased the restrictions, al- 
lowing limited imports during 
the months when the tuna 
schools have left Philippine waters. 
Thus exports are rising again, makine 
the Philippines the second-largest 
porter. Canned tuna is now the có 
try's second-largest fisheries export, 
after prawns. But the lost years gave 
Thailand a chance to build a lead it is un- 
likely to relinquish quickly. 

Taiwan's tuna canneries have been 
hit by the 44% appreciation of the NT 
dollar during the past three years. 
Canned tuna exports have fallen since 
their 1986 peak, despite attempts to sus- 
tain production by expanding the far 


| oceans fleet. In that year, 18,100 tonnes 


were shipped, followed by 16,450 ton- 
nes in 1987 and 10,700 tonnes for the 


| first nine months of 1988. 


Indonesia should pose the most seri- 
ous threat to Thailand's position. Not 
only has it by far the largest territorial 
waters of all Southeast Asian countries, 
but the Mantrust purchase of Van Camp 
Seafoods, formerly a subsidiary of Mis- 
souri-based Ralston Purina, also gives it 
access to the US market. French and Ja- 
panese fish canners have also indicated 
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'ir intention of setting up tuna can- 
пегіеѕ in Indonesia. 

Thailand relies on imported frozen 
tuna fish for about 70% of total output. 
There are several reasons for this. First, 
fish stocks in the Gulf of Thailand and 
Andaman Sea have been depleted by 
over-fishing and pollution. Another 
reason is that Thailand lost more than 
300,000 sq. miles of waters it had 
previously regarded as its own when its 
neighbours declared 200-mile exclusive 
economic zones between 1977 and 1980. 

When Thailand did the same in 1981, 
its coast line allowed it to claim only 
95,000 sq. miles, compared with In- 
donesia's 1.58 million sq. miles, the 
Philippines’ 551,000 sq. miles, and 
Malaysia's 139,000 sq. miles. 

Thirdly, only the lower-grade tongol 
and euthynnus tuna are found in Thai 
waters. For the top-quality albacore, 
skipjack, and yellow fin tuna that bring 

> best prices, it relies on the open mar- 











Availability is not the problem. Thai 
fleets may sign agreements with other 
nations to fish their waters, in return for 
a portion of the catch. Alternatively, 
the big canners simply purchase fish on 
the open market, usually in six-month 
contracts. Songkhla Canning recently 
signed an agreement with the provincial 
government of China's island province 
of Hainan to develop its fisheries in- 
dustry. In return, Songkhla will gain 
access to the fish catch from adjoining 
waters. 

But price can be a big problem. Tuna 
is а very price sensitive item in the 
shops, and consumption drops when the 
price rises. With current tuna prices of 
about US$800-850 a tonne, tuna can- 
ners can make an average 3-4% net re- 
turn on sales. But if prices rise above 
US$900, sales tend to fall and margins 
are squeezed because of competition 
among canners for the smaller market. 

— Carl Goldstein 
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All systems go 


Recovery in Singapore property market takes solid hold 


By N. Balakrishnan 


tentative recovery in the Singapore 

property market, which began in 
late 1986 in the residential sector, has 
spread to most types of property and is 
now steaming ahead. The strongest 
price and rental gains have been con- 
centrated in the office and retail sec- 
tors. 

Occupancy rates for the office sector 
as a whole are averaging 92% , with oc- 
cupancy in the prime Raffles Place area 
up to 95.5%. Rentals for prime retail 
space have nearly tripled from about 
S$12 (US$6.19) a ft? in mid-1987 to 
about S$35. 

The highly segmented residential 
sector has not seen such dramatic in- 
creases. But even there prices have 
risen by about 20% since late 1987 and 
sales activity remains healthy. Hotels 
are also benefiting from the recovery. 
They are raising room rates by be- 
tween 10-1596 fom 1 January after 
seeing occupancy levels rise from 65% 
in 1985-86 to around 80% in recent 
months. 

The bull market in Singapore prop- 
erty has its origins in 1984-85 when the 
island state experienced a severe reces- 
sion just as the rest of the industrialised 
world was enjoying strong economic 

rowth. Construction activity slipped 
into a steep two-year decline and failed 
to provide for the demands of the eco- 
nomic recovery of the past two to three 
years. 

The current round of price and rent 
increases has been fuelled by a genuine 


shortage of office and retail space, | 


rather than by speculation. Unlike the 
previous boom of 1982-83, which was 
characterised by wild 
price increases and 
speculation on prop- 
erties still under con- 
struction, today's bull 
market is said to be 
stable, with prices ex- 
pected to increase by 
about 15-20% over 
the next two to three 
years in the upper end 
of the commercial 
property sector and 
by about 5-10% in the 
residential sector. 
Analysts say 
memories of the pre- 
vious property slump 
still linger and, as a re- 
sult, market senti- 
ment is much more 
cautious. They point 
out that the Urban 
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thority, which owns much of the govern- 
ment land bank and which fed the huge 
increase in supply last time by regular 
land sales, is now concentrating on de- 
veloping public projects and has not 
added to the supply of available land. 

In the residential sector, buyers are 
looking to earn profits by selling to 
owner occupiers rather than through 
renting. This, coupled with low mortage 
rates and rising rents, is giving the cur 
rent cycle more stability 

Office and retail construction activi- 
ty has only just swung back into full 
gear, even though the recovery has been 
evident for at least two years. This 
should mean that demand will continue 
to outstrip supply for the next few years. 
However, by 1992, when the buildings 
now under construction come оп 
stream, the picture may change. There 
may even be an over-supply, particularly 
in certain types of residential property 
say analysts. This distant prospect may 


| recede further, though, if the economy 





grows at an expected rate of 6-7% a 
year. 

The latest property transactions indi- 
cate how quickly the sector is improv- 
ing. Listed companies Straits Steamship 
and DBS Land announced on 14 De- 
cember that they were buying a 25,470 
m? waterfront property near Tanjong 
Rhu for S$30 million from another 
listed company, Lum Chang Holdings 
Lum Chang had bought the same prop- 
erty in September 1987 for $15.1 mil- 
lion, thus realising a near 100% profit 
before holding costs. 

The property was bought from re- 
ceivers in a fire sale and thus cannot 
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be taken as an clear indicator of 
the general trend. Nevertheless it 
shows how much the market mood has 
changed. 

A more representative transaction 
was the sale of the Promenade office 
and retail complex in Orchard Road by 
First Capital Corp. (FCC) for S$155 
million in August. FCC had bought the 
building in October 1987 for just S$101 
million, thus realising a profit of more 
than 50%. 

Perhaps the final stamp of approval 
for the bull market was given by the ever 
cautious Oversea-Chinese Banking 
Corp. (OCBC) which reported that it 
was embarking on its first major resi- 
dential development in а decade 
through its fully owned subsidiary 
OCBC Property Services (OPS). The 
stockmarket is also abuzz with ru- 
mours that OPS тау be seeking a listing 
soon. 

The OPS project will be a 500-unit 
condominium along the waterfront in 
Tanjong Rhu. The succession of water- 
front developments has already fuelled 
talk that the next residential property 
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boom in Singapore will be concentrated 
in such areas. Singapore, despite being 
an island, has remarkably little water- 
front property. 

Analysts are most bullish about the 
office sector. A Smith New Court Far 
East report points out thàt despite near 
full occupancy, no new supply will 
emerge in the core business district until 
199] when Ocean Tower with its 


Flush with funds 


Japan set to become top aid donor, says OECD 


By Anthony Rowley in London 
he latest yardstick of Japan's econo- 
mic superiority over the US is aid 
and general funding of multilateral aid 
institutions. Japan is fast catching up in 
overseas direct investment too. 


The recent surge both in Japan's aid | 


to developing countries and its outflows 
of direct investment mirrors the coun- 
try's huge trade surpluses. The dramatic 
growth in Japan's aid programme comes 
at a time of decline, both in relative and 
"real" terms, in US bilateral aid and 
general US aid funding. 

A recent report by the OECD hails 
Japan's aid as "outstanding." In con- 
trast, OECD notes that there has been 
"considerable disappointment with the 
relatively low priority accorded by 
the US." OECD predicts that figures 
for 1988 will show Japan to be the 
biggest aid donor among industrial- 
ised countries, including the US. The 


same, they say, will be true of 
1989. 
In 1962, Japan provided only 2% of 


Official Development Assistance (ODA ) 
iven by the 18 leading countries mak- 
ing up the OECD's Development As- 
sistance Committee (DAC) — who col- 
lectively account for more than 80% of 
world aid. By 1987 Japan's contribution 
had grown to 18% of the DAC total. 
More important, this has happened 
at a time when private capital flows and 


export credits to developing countries | 








have been fast diminishing, and when 
ODA has come to represent over half 
total net financial flows to the develop- 
ing world. 

Japan has grown much more rapidly 
than other leading industrialised coun- 
tries and has managed to hoist its aid to 
GNP ratio from 0.14% to 0.31% , while 
the DAC average has fallen from 0.5396 
to 0.3176. Tokyo's planstospendatleast 
US$50 billion on ODA between now 
and 1992 will push its ratio even higher. 

Japan's ODA, net of repayments, 
grew in 1987 to just under US$7.5 bil- 
lion. That figure was exceeded only by 
the US with US$8.9 billion, and while 
Japan's aid is rising, US aid has been de- 
clining for several years in money, as 
well as GNP-relative, terms. 

If net flows of private capital are 
added, Japan now pumps vastly more 
money into developing countries than 
anyone else. Japan's flows amounted to 
US$16.8 billion in 1987 — almost four 
times those from the US and much 
greater than those from other leading 


| nations, most of whom, apart from 


West Germany, now have à negative or 
nil net flow position. 

Japan gives more to Asian countries 
than other major donors — almost a 
quarter of its aid goes to South Asia and 
a further half to the rest of Asia and 
Oceania. The US gives less than 10% of 
its aid to either of these sub-regions of 


Singapore business district: bullish about office sector. 
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200,000 ft? of space will come on stream. 
The next entrant will be UOB Plaza 
(724,356 ft?) in 1992 and then in 1993 
Republic Plaza, jointly developed by 
C. Itoh of Japan and City Develop- 
ments, will provide another 871,876 ft^. 
Smith New Court says there is ro 
for further growth in capital values 
the office sector. The lack of ready sell- 
ers in prime areas, however, is a major 


| Asia, and the lion's share goes to the 


Middle East and North Africa as well as 
Latin America. Japan's share in these 
areas is creeping up and in sub-Saharan 
Africa it is rising quite rapidly. 

Japan likes a large part of its aid, 
37% , to go to building developing coun- 
tries' economic infrastructure, whereas 
the US pours much more into assisting 
specific industrial or agricultural sec- 
tors, and earmarks only about 3% of its 
aid for infrastructural development. 

Japan's generosity does not stop at 
bilateral aid. OECD figures show that 
in 1987 Japan was by far the biggest 
donor to multilateral agencies as a 
group — the World Bank plus regional 
development banks and United Nations 
Agencies. Its contributions amount 
to USS2.2 billion compared with sligh 
less than USS2 billion by the US. 

Japan still lags behind the US in 
terms of the total stock of its foreign di- 
rect investments but the absolute fig- 
ures and the relative proportion being 
invested in service industries overseas is 
expanding very rapidly. If these trends 
continue Japan will soon challenge the 
US in this area too. 

Already annual Japanese direct in- 
vestment overseas is greater than that of 
the US, according to the UN Centre for 
Transnational Corporations, and the 
proportions going into services is higher 
in Japan's case than for any other major 
country. 

Japan directs a good deal more of its 
investment into other developed coun- 
tries rather than the developing world, 
though in the case of services — a huge 
area embracing financial services, tour- 
ism, transport business services and so 


| on — Japan's investment in the Third 


World is relatively heavy. 
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drawback to setting new market stand- 
ards. Only Standard Chartered Bank 
has announced that its building is for 
sale — at the right price. Brokers esti- 
mate prime office space to be worth 
about S$1,100 a ft?, still about 41% 
cani the 1981-82 peak of S$1,600 a 
t, 


A significant vote of foreign confi- 
dence in the Singapore property 
market occurred in the first week of De- 
cember when Suntec City Develop- 
ment, a consortium of Hongkong prop- 
erty interests, led by Li Ka-shing and Sir 
Run Run Shaw, bid for and won the S$1 
billion contract to construct an exhibi- 
tion and convention centre. The centre 
will also include retail space, offices and 
hotels. Construction is expected to start 
next year. 

Although retail property was the 
best performing sector of the market in 
1988, analysts are more cautious about 
‘ture growth. Rents are now thought 

have reached the point where they 
are beginning to hit profits. On average, 
they are thought to account for about 
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Patent pressure 








50% of a retailer’s costs. As a result, re- 
tail sector rents, which have tripled this 
year, are expected to level out or at least 
rise at a much slower pace in 1989. 

Retailers catering to tourists, espe- 
cially the free-spending Japanese, are 
likely to be much better placed to with- 
stand rent increases. Tourist arrivals in- 
creased 15.3% in 1987 to reach 3.67 mil- 
lion and are likely to have reached 4 mil- 
lion in 1988. Retailers catering to the 
local market, however, have no such 
cushion. In fact, two department stores, 
Metro and C. K. Tang, which attract 
mostly local shoppers, cd already re- 
ported lower profits. 

The retail property sector, which is 
restricted to the Orchard Road, Marina 
Square and Raffles City areas, is 
cong to be vulnerable to a downturn 
should there be any signs of slowdown 
in tourist arrivals. 

While analysts expect stable demand 
and gradual increases for residential 
property, they do not expect any drama- 
tic price surges. About 85% of Singa- 
pore’s population lives in public hous- 
ing. However, the disposable income of 


US urges India to protect intellectual property rights 


By Lincoln Kaye in Bombay 


In is coming under pressure from 
Western countries and Japan to bring 
its patents laws into line with interna- 
tional norms. The crusade to protect 
"intellectual property” is being 
spearheaded by New Delhi-based dip- 
lomats, Indian affiliates of multina- 
tional companies, and visiting commer- 
cial delegations. 

In Washington, US Commerce De- 

rtment officials want renewal of Indo- 

› cooperation agreements in science 
and technology to depend on more 
stringent patent protection. 

India's 19-year-old Patent Act pro- 
vides protection for only five to seven 
years, whereas the internationally ac- 
cepted Paris convention on patents de- 
mands 20-year patents. For food, drugs 
and chemicals, Indian patents protect 
processes, rather than end-products. 
This loophole allows competitors to re- 
plicate a patented product by margi- 
nally varying the way it is made. 

Under Indian law, foreign patent 
holders have to license local manufac- 
turers to produce their products, 
whereas under the Paris convention, the 

atent holder gets the choice either to 
icense a local manufacturer, or to meet 
local demand through imports. Brand 
names and trade marks are not pro- 
tected in India — they are under the 
Paris convention. 
Defenders of India's patent law 
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argue that, given the chance, multi- 
nationals would file "blocking" pa- 
tents to protect their monopoly posi- 
tion and prevent local firms from pro- 
ducing up-to-date products. Accepting 
the Paris convention would therefore 
represent a retreat from New Delhi's 
policy of industrial self-reliance, they 
say. 

Advocates of patent reform such as 
the Associated Chambers of Commerce 
— whose membership includes many 
multinational affiliates — claim the cur- 
rent law drives away foreign industrial 
collaborators and discourages 
technology transfer. 

"But India already has more 
joint venture and collaboration 
applications than we know what 
to do with," counters a spokes- 
man for local drug manufactur- 
ers, who have been among the 
principal beneficiaries of the 
current patent laws. “Апа any- 
way, multinationals every- 
where drag their heels about 
technology transfer, no matter 
what the patent laws.” 

Local manufacturers’ re- 
sponse to the latest round of pa- 
tent reform pressure was swift 
and shrill: a flurry of press re- 
ports, seminars and proclama- 
tions by trade associations. 
Foreign diplomats glumly con- 








the upper middle classes, the most likely 
buyers of condominiums which now 


fetch about S$500,000, is rising. Predict- 
ing when they might choose to enter 
the house market remains difficult, 
though. 


Lim Kok Ann, assistant vice-presi- 
dent of Merril Lynch Singapore, esti- 
mates that house-conscious Singapo- 
reans spend about 65% of their disposa- 
ble income on mortages. While this may 
look high by global standards, Lim 
points out that in 1981 the percentage 
was 16096. There is therefore room for 
property prices to rise and still remain 
affordable. Lim also believes that the 
absence of апу significant mort- 
gage rate rise in the near future will 
also help the residential property 
market. 

Foreigners are unlikely to find direct 
investment in Singapore residential 
property an attractive proposition as 
yields average only about 4% in a mar- 
ket that has traditionally emphasised 
capital gains rather than yields. By con- 
trast, yields in Hongkong average about 
1196. п 


cede that New Delhi is unlikely to 
change its stance on "intellectual prop- 


| erty" in the near future. 


But a science counsellor from а 
Western embassy predicts the laws must 


| change in the long run, since they aggra- 


vate a major failing of India's huge sci- 


entific establishment — its inability to 
turn its strong research capability into 
applied technology. 


Nevertheless, he deplores linking 
the "essentially unrelated" patent issue 
with the question of scientific coopera- 
tion — one of the few areas in which 
India and the West have made signi- 
ficant diplomatic progress in recent 
years. He predicts that in the “honey- 
moon" interlude of the newly elected 
Bush administration, India and the US 
will renew their science and technology 
agreements on the basis of patent pro- 
tection limited to the specific research 
collaborations covered. 
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€ CABLE & Wireless (CW), which 
started out as the British Empire's tele- 
communications arm, was among the 
first state-run British companies to be 
privatised in the Thatcher government's 
early years. Sadly, the spirit of that now- 
historic process of кү assets to the 
people did not rub off on Sir Eric Sharp, 
Cable & Wireless plc's present chair- 
man. 
Instead, CW's HKS$4 billion 
(US$538 million) sale this month of 
shares in staple asset Hongkong Tele- 
com was aimed almost exclusively at in- 
stitutions. A suggestion that local retail 
investors — who are Hongkong Tele- 
com’s customers, after all — should re- 
ceive preference, got short shrift from 
©^-rp at a press briefing in Februa 
*. His emphatic opinion was that а 
register of international institutions was 


far more preferable as a "core" | 


shareholding base. 

The neo-imperial in Sharp clearly 
sees nothing untoward in giving foreign 
institutions, rather than local Hong- 
kong investors, first crack at Telecom's 
honey pot. But CW shareholders have 





this | 26- 
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ors would have yielded a far better price 
than global strategies aimed at apathetic 
поз investors. Then Sharp would 
ave had something to crow about. 
© CW looks inept even when mea- 
sured against Hongkong's normal prac- 
tice of preferring the interests of con- 
trolling shareholders. The odd humble 
E тау be eaten, as with Cheung 
ong chairman Li Ka-shing's personal 
request to Indosuez fund manager 
Robert Lloyd-George to sell him the 
needed shares to take Cheung Kong's 
Green Island Cement holding over 
90%, the level at which Li can com- 
pulsorily take ош all minorities. 


co CLASS-CONSCIOUS TERMS  —— 


paid in forgone income for Sharp's in- | ds 


stitutional strategy. Certainly, the pric- 


ing of the much delayed share place- UNE 


ment has left vendors CW and the |. 


Hongkong Government easily HK$200 
million out of pocket. 

The HK$4.55-a-share placement 
price was an 11% discount to Telecom's 
market value in the weeks leading up to 
the pricing. But HK$4.55 was also well 
below the HK$4.80 which the market 
expected and would have accepted. 
Sadly, Telecom's dip under HK$5 two 
days before the offer was priced, 

'cked the underwriters into near 

-away terms. 

'That slide had much to do with ag- 
gressive selling by a brokerage as- 
sociated with the Bank of East Asia, 
whose chief executive, David Li, is also 
deputy chairman of Telecom. The price 
decline provided a bonanza for prefer- 
red institutions and other CW favour- 
ites such as the Special Administrative 
Region Land Fund — the investment 
arm of Hongkong's post-1997 govern- 
ment. Li is on the fund's investment 
committee. 

Moreover, US underwriters wanted 
a lower price to hedge the risk of hold- 
ing New York-bound stock uncovered 
on their books for a week. The market- 
ing largely ignored Hongkong's retail 
investor, and just 5% of the shares went 
to general retail investors. This leg of 
the offer was 16.2 times oversubscribed, 
despite the absence of a British privati- 
sation-type marketing campaign. 

A focus on Hongkong retail and core 
London/Hongkong institutional invest- 
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But Hongkong's present rash of 
privatisations are hardly generous to 
minorities. Australian investment outfit 
Elders IXL earned itself kudos for a fair 
offer to buy out holders of ordinary 
shares in Hongkong arm Elders Invest- 
ment. But what of the Elders warrants? 
The warrants slid sharply from HK$2 to 
80 HK cents in October, even as the un- 
derlying shares were rising. 

ardley Corporate Finance will 
probably not draw attention to this ano- 
maly in its report to minority sharehold- 
ers. After all, if Elders chairman John 
Elliott wins himself goodwill over the 
share offer, why pay over the odds for 
worthless warrants? 
€ BUT taking the cake for sheer 
meanness is Australian Alan Bond's 
offer to buy out Bond Corp. Interna- 
tional Ltd (BCIL) minorities. Even 
the slightest protest from so-called 
independent advisers Indosuez Asia 
might have induced the courts to reject a 
scheme which would deprive minorities 
of some 50% of the value of their assets. 

Bond, however, turned Indosuez 
into a laughing stock when he sold 
BCIL's 30% stake in HK-TVB, the ter- 
ritory's leading TV broadcaster, after 
the buy-back terms had been set. The 
merchant bank had blithely accepted 
Bond's assurances that TVB was not for 
sale, and estimated no premium on the 
resale value of any of BCIL's assets. 


а; 
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The buy-out terms will not be im- 
proved, but the ever obliging Indosuez 
will not change its recommendation. 

If Indosuez had the guts to advise 
against the offer, BCIL's share price 
might indeed slide from the current 
HK$2.10 back to the pre-takeout offer 
HK$1.40. But Indosuez' job is not to 
worry about BCIL's share price in the 
open market, where investors can fend 
for themselves, but to advise objectively 
on the offer. An offer pitched at a 50% 
discount to net worth is not fair value to 
minorities. Indosuez' refusal to call à 
spade a spade makes a mockery of the 
concept of independent advice to 
minorities. 

e THE Hongkong & Shanghai Bank- 
ing Corp. is true to form in reducing its 
stake in Sir Yue-kong Pao's World-wide 
Shipping group in advance of an antici- 


| pated recovery in the oes indus- 


try’s fortunes. The bank has a proud 
record of selling its non-banking assets 
far too cheaply, as with the past sale of 
stakes in airline Cathay Pacific, the 
South China Morning Post newspaper 
and trading hong Hutchison Whampoa. 

On the other hand, the bank bought 
into these assets at bargain basement 
prices. So the incentive to earn another 
couple of hundred million or so on the 
billion-odd profit is hardly there. Chair- 
man William Purves tells Shroff that 
Pao is retiring from Worldwide's board, 
and wants to clear the decks of old loyal- 
ties as younger Pao family members 
take over. 

The bank will no doubt earn another 
handsome return on the HK $662.5 mil- 
lion to be paid for 5% of container ter- 
minal company Hutchison Interna- 
tional Terminals. Still, it remains to be 
seen whether Li Ka-shing’s generosity 
to the Hongkong Bank approximates 
the bank’s towards him. The bank, it 
will be recalled, propelled Li into the 
big time when it sold him a controlling 
stake in Hutchison on deferred payment 
at half net asset value. 

e THE Hongkong Government's spe- 
cial blend of confusion and arrogance is 
coming to the fore in the growing reg- 
ulatory bust-up between the Hongkong 
stock exchange and Robert Owen's as- 
cendant empire, the Securities and Fu- 
tures Commission. The government has 
yet to produce a coherent policy state- 
ment which defines the aims of sec- 
urities regulation and responsibility. 

The problem of costs must also be re- 
solved in a way which does not add to 
the growing price of doing business in 
Hongkong. With Singapore's growin 
challenge as an alternative financia 
centre, the government can hardly in- 
dulge in insular indifference to Hong- 
kong's spiralling cost structure. 
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Reservation cancelled 


Political infighting scuttles Thai airline's computer booking plans 


By Paul Handley in Bangkok 


he Thai Government's rejection on 

13 December of a Thai International 
plan to join an Asian computer reserva- 
tions linkup has considerably dimmed 
the national carrier's future. The deci- 
sion has also raised questions as to who 
is in control — the veteran planners who 
have built Thai into a world-class car- 
rier, or politicians relating strategic air- 
line decisions to their own development 
objectives. 

The cabinet refused Thai's gum 
to spend some Baht 1 billion (US$40 
million) to join Cathay Pacific Airways, 
of Hongkong, and Singapore Airlines 
(SIA) to form Abacus, a computer те- 
servations system (CRS) which will be 
based in Singapore. In what sources say 
was a decision dictated by Prime Minis- 
ter Chatichai Choonhavan, the cabinet 
said that Thai would not get approval to 
ioin unless Abacus could be based in 

ailand. Cathay and SIA rejected the 
idea in a meeting several days later, de- 
ciding with regret to establish the sys- 
tem without Thai. 

Being left out of a multinational CRS 
could substantially weaken Thai's posi- 
tion inthe regional market, industry ana- 
lysts feel. The systems link ticketing 
agent terminals with airline computers 
to provide the most up-to-date flight and 
seating data, and are considered crucial 
to future competitiveness in the indus- 
try. The systems can also be extended to 
hotel and other travel reservation ser- 
vices, highlighting CRS partners' ser- 
vices before those of subscribers. 

Even the prime minister's office ad- 
visory group, which insisted the system 
should be Thailand-based, concede that 
the airline must be a part of some sys- 
tem. “The decision to go to a CRS is ab- 
solutely correct," said one of the advis- 
ers. He added that they supported à 
linkup between regional carriers. 

But the advisers, a group of promi- 
nent young academics, are sceptical of 
the viability of Abacus' planned linkup 
with a US CRS called Pars. They also 
linked the demand of a Bangkok base 
for Abacus with nascent plans to deve- 
lop Thailand as а data-processing com- 
munications centre in the 1990s. 

Political infighting over control of 
Thai International also played a part in 
the decision. State agencies like the 
Transport and Communications Minis- 
try, and the National Economic and So- 
cial Development Board, which strenu- 
ously backed the plan and Abacus' main 
proponent in Thai, executive vice-presi- 
dent Chatrachai Bunya-ananta, have 
backed off since the cabinet decision. 
Even Thai president Veera Kitcha- 


thorn, who took office on 1 October, 
appears unwilling to continue lobbying 
for inclusion in Abacus. Speculation is 
rife within Thai about whether Chat- 
rachai will remainin hisjob much longer. 

The overriding reason for the rejec- 
tion was the advisers’ insistence that 
Abacus be Thai-based. Unknown to 
Abacus officials, the advisers have de- 
veloped а strategy to build what 
amounts to an export zone for process- 
ing and data communications to com- 
pete with Singapore. 

Their plan is to be presented to the 
cabinet soon. The plan is for the centre 
to be privately fi- 
nanced, with the Thai 
Government provid- 
ing an attractive 
реза of benefits. 

ese would include 
tax and duty exemp- 
tions, easy access for 
foreign workers, and 
endowing the centre 
with the attractions 
that Abacus officials 
felt only Singapore of- 
fers. Like offshore 
banking, the offshore 
data-processing zone 
would not be inte- 
grated with the host 










country's system — the centre would 
avoid Thailand’s notoriously ill-man- 
aged and overloaded state communica- 
tions agencies by maintaining its own in- 
ternational satellite links. 

The prime minister's advisers also 
questioned the commercial logic behind 
Thai's plan. The three Abacus propo- 
nents planned to spend US$100 million 
to set up their own links and take a 10% 
share in Pars, a CRS developed by 
Northwest Airlines and TWA. Pars cur- 
rently stands third or fourth among the 
five CRS in the US market. The advis- 
ory team argued that a better deal could 
be struck with one of the two US market 
leaders, Sabre or Apollo, owned by 
American Airlines and United Airlines 
respectively, and that Abacus’ prior 
commitment to Pars was not wise. 

In addition, one adviser told the 
REVIEW, Abacus’ money would be bet- 
ter spent establishing a direct relation- 
ship with one of the two European sys- 
tems under develon- 
ment, Amadeus 
Galileo, in which w~ 
largest partners are 
Lufthansa and British 
Airways respectively. 
Ten times more pas- 
sengers arrive in Thai- 
land from Europe 
than from the US, he 
argued. 

Abacus officials say 
the decision to opt for 
Pars was based both 
on the unwillingness 
of the larger two US 
systems to accept the 
Southeast Asians as 

















T cabinet veto of Thai Interna- 
tional's plans to join the Abacus 
computer reservations systems is not 
the only problem facing the airline. Re- 
cent ructions in the top management of 
the airline have also raised industry con- 
cerns over Thai's future. 

In late November five long-serving 
officials, considered responsible for 
Thai's growth into à world-class carrier, 
were quietly removed from its impor- 
tant long-term planning committee 
(LTPC). No replacements were made, 
leaving the depleted 11-man LTPC with 
only two experienced Thai officials. 
Thai's voting power on the committee 
has been slashed from half of the 16 
members to three out of 11. 

The ousted men are: Chatrachai 
Bunya-ananta, executive vice-president; 
Neils Lumholdt, senior vice-president 
for industry affairs; Thamnoon 
Wanglee, vice-president for finance; 
Chusak Bhachatyud, vice-president for 
technical affairs, and Jothin Pamon- 






































High flyer’s wings clipped 


The new regime is busy burying the old 









Montri, at the time vice-president 
flight operations, now switched w 
ground operations. 

No finance or marketing representa- 
tive now serves on the LTPC. Instead, 
any input from finance, marketing and 
corporate development areas must 
come from a three-man working group 
allowed to observe the LTPC meetings. 

The move, which followed the 1 Oc- 
tober appointment of Air Chief Mar- 
shall Veera Kitchathorn as Thai Inter- 
national president, coincided with the 
government opposition to the Abacus 
computer reservation. system plan, 
closely identified with Chatrachai's 
group. Industry officials worry that the 
airline will cede the stability underpin- 
ned by professional sm, Sa and plan- 
ners, to decisions made by politicians 
and officers from the Royal Thai Air 
Force (RTAF). 

"There is a lack of clarity as to 
whether Thai International can speak 
for itself. This is extraordinary for a 
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equity partners, and on Pars' technical 
superiority. A link with a US system, an 
Abacus official said, would allow 
Abacus to be up and running quickly. 
"We have a low risk strategy. Amadeus 
does not exist as yet." 

Abacus intended to link up with 
Munich-based Amadeus, whose debut 
is ned by software problems, ini- 
tially through Pars and later directly. 
But the advisers say the cabinet was in- 
formed only that a link was con- 
templated, indirectly through Pars, and 
that Chatrachai had asked for cabinet 
перета without offering details. The 
cabinet feared that Thai would commit 
to Amadeus and then demand more 
money from the cabinet. 


hai and Abacus officials insist the 

advisers got it wrong. Abacus had 
been talking regularly about a direct 
deal with Amadeus, based on a swap of 
equity. Moreover, they say the initial 
link through Pars was necessary because 

was the software developer. 

a resented with the details on the 
offshore computing centre, a senior 
Abacus official said in theory the plan 
made Thailand a viable option for the 
CRS. However, he argued, the concept 
had never been presented to Abacus 
and trails the airlines' plans by months. 
All three already maintain personnel in 
Kansas City, where Pars and the initial 
Abacus link are to be established during 
January. 

The three airlines’ individual sys- 
tems have been linked since May 1988, 
and are due to be replaced by Abacus at 
Pars’ Kansas headquarters in about a 
year, with Abacus’ base shifting to Sin- 


state enterprise,” a regional industry of- 
ficial said. 

Veera has made other moves to es- 
tablish his own team, and begun rotat- 
:¬^ senior staff to dilute the power of en- 

ched management — moves which 
cuectively cut the five's power. On 1 
January Veera will appoint three indus- 
try outsiders as his personal advisers on 
finance, marketing and flight opera- 
tions. This, too, will reduce the role of 
Chatrachai's group. 


Rumours have spread, without com- 
ment from Veera’s office, of impend- 
ing shuffles in various departments, 
especially marketing, and about corrup- 
tion investigations armed mostly at those 
identified with the Chatrachai group. 

The shifts come after a year of 
wrangling over Thai'soperations, begin- 
ning with the merger with Thai Airways 
Co. (TAC), a domestic carrier, initiated 
late last year. The acrimonious mar- 
riage saw TAC executives from RTAF 
ending up with little power in the new 
operation. 

Also earlier in 1988 the long-running 
battle between Thai and the Airports 
Authority of Thailand (AAT) inten- 
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gapore in late 1990 after a “running-in” 
period. 

Thai and Abacus officials complain 
that apart from never having brought 
the offshore centre idea to them, 
Chatichai’s advisory team never re- 
quested information from them and got 
several facts wrong during their review 
of Thai's plans. For instance, one 


pointed out, though Pars is not at the | 


top of the market, it has made a prelimi- 
nary agreement with the two major 
Canadian carriers to link up with their 
Gemini system now under development. 
Such a link, to be completed by 1992, 
should boost Pars strength significantly, 
as would a tie-up with Amadeus. 
Clearly one of the biggest problems 
has been a climate of suspicion. At the 
beginning of the year That already had a 
hefty plan assessing the technical and fi- 
nancial potential of Abacus with Pars. 
However, worried that the details might 
be leaked — “too many trade secrets in- 


Bangkok airport: cabinet advisers ‘got it wrong.’ 








volved,” said a Thai official Thai 
never shared the study with the cabinet 
or the advisers. 

“In the past the government has left 
everything to us . . . We did not expect 
the cabinet to look into details,” said the 
official. Asking approval was "just a for- 
| mality." Yet without the details, the ad- 
visers were suspicious of Thai, the other 
Abacus members, and especially of 
Chatrachai. 

Thai has apparently given up hope of 
being a partner in Abacus, “I think its 
over,” said one official. Cathay and SIA 
are said to be negotiating with Philip- 
pine, Indonesian and Malaysian na- 
tional carriers. But one possibility is 
that Thai could become a partner in 
Galileo, the other European CRS. Ear- 
lier in the year Galileo approached Thai 
to be its regional marketing arm, but 
were told Thai had already joined 
Abacus. According to Thai sources, this 
contact could be renewed. п 











sified. ААТ won control of the lucrative 
monopolies on duty-free sales and 
limousine services from Thai. 

Following that, the minister for com- 
munications, then Banharn Silpa- 
Archa, moved to gain full control over 
the Thai board following his unsuccess- 
ful review of Thai's decision to purchase 
MD11 aircraft. That Banharn failed in 
both efforts was widely attributed to di- 
rect support for Chatrachai from then 
prime minister Prem Tinsulanond. 

But apart from Prem and govern- 
ment technocrats, it appears Chatrachai 
had not built support among controllers 
of Thai. Many felt that Chatrachai 
bulldozed plans through the RTAF, the 
bureaucracy and the cabinet, with little 
regard for his superiors. 

Although his record at Thai — 
boosting profits and building Thai's 
reputation — consistently justified his 
stance, he made enemies by treating the 
governing agencies as rubber-stamping 
outfits. 

The new administration has been 
penes by his unwillingness to explain 

is plans in detail. Moreover, even Cha- 
trachai's supporters admit he neglects 
lower-level staff development while 


| building his alleged power centre. Mid- 
dle and lower management feel strongly 
that promotion comes too slowly. 

It is not clear from where the changes 
are being directed. The RTAF has 
strong influence over AAT, Thai and, 
previously, TAC. Their cooperation 
with the ruling Chart Thai Party, of 
which Banharn is a top leader, is well- 
established. Many feel that the pressure 
against civilian management  rep- 
resented by the core five comes from 
this Chart Thai-RTAF alliance. 

Veera's appointment as president is 
taken to confirm this view. Chatrachai 
had apparently hoped to become Thai's 
second civilian president when the of- 
fice fell vacant this year. But Veera's 
| tenure is expected to last five years, 
and follows several presidents from 
| the RTAF who have served two-year 
terms. 

Chatrachai has avoided commenting 
on his fate. As directed by Thai's 
by-laws, asexecutive vice-president he is 
also on the company board of directors. 
Veera's appointment of a second execu- 
tive vice-president, however, could 
eventually mean that Chatrachai loses 
his board role as well. — — Paul Handley 
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Kick-start stock exchanges 


Jakarta rushes forward legislation to allow local bourses 


By Michael Vatikiotis in Jakarta 
fter a week of unprecedented trad- 
ing in Jakarta's nascent stock- 
market, the Indonesian Government is 
rushing forward legislation allowing pri- 
` vate companies to set up stock ex- 


|. changes in provincial cities. The latest 


of this year's series of deregulation pac- 
kages, covering financing institutions 


> and insurance, also permits foreign sec- 


urity houses to set up joint ventures in 
Indonesia. 

Announcing the new measures, Fi- 
nance Minister Johannes Sumarlin said 
the government has decided to "step up 
efforts to mobilise savings and develop 
© financial institutions supportive of de- 
: velopment.” The Jakarta stockmarket 
. index in mid-December left observers in 
little doubt that investors were intent on 
breathing life into the previously slug- 
gish capital market. 

On 16 December, the market in- 
Чех rose 49.6% in a single day's trad- 
ing; rising from 245 to 366.63. The fol- 
lowing trading day — 19 December — 
the index reached its highest level since 
trading began in 1977, closing at 433.13. 
Some reports said that the surge was 
sparked off và large block-buying of 
shares by Indonesian conglomerates, 
including the Lippo group. But brok- 
ers also reported significant interest 
among small investors, buying in blocks 


` COMPANIES 


of little more than 100-300 shares. 

Foreign investors, with an interest in 
seeing the market take off, were also 
buying scrip through Indonesian 
nominee buyers. At present foreigners 
are only allowed to buy shares in eight 
out of the 24 companies listed on the ex- 
change. 


lation made sense — as Sumarlin put it, 
"to maintain the momentum" — it was 
not immediately clear why the govern- 
ment chose to introduce private-sector 
control of provincial exchanges without 
first tackling the Jakarta market. The 
Jakarta bourse is run by a government 
agency, Bappepam. 


B: sources say the aim is to set up 
competitive stockmarkets in the 
| major provincial cities of Surabaya, 
Medan and Ujung Pandang to stimulate 
change in Jakarta. Bappepam's chair- 
man, Marzuki Usman, hinted at this 
motive when he said that the develop- 
ment of private stock exchanges out- 
side Jakarta would "provide impetus 
for the development of the Jakarta 
stock exchange." While the government is 
reluctant to reduce Bappepam's role 
for now, some analysts claim it will 
CAM be given a purely regulatory 
| role. 





Unfinished business 


Struggle for Ariadne Australia's prized asset remains unresolved 


By Michael Malik in Sydney 


he sudden death of businessman 

Larry Adler (REVIEW, 22 Dec.) has 
not only left a void at his own FAI insur- 
ance and finance business, but removed 
one of the players from what is develop- 
ing into Australia's most tangled cor- 
porate drama — the struggle over what 
is left of former high-flying Ariadne 
Australia. 

When Adler succumbed to his 
second heart attack at the age of 
57 on 13 December, one piece of 
business he left unfinished was the 
resolution of an anticipated legal 
claim by Japanese-owned EIE Deve- 
lopment Co. 

The dispute centres on the collapse 
of an agreement with FAI for a A$160 
million (US$136.1 million) loan, to be 
used as part of the purchase price of 


^ | Ariadne's prized possession — the 


Sanctuary Cove resort in Queensland. 

At the time this agreement was being 
put together, FAI had a 26% stake in 
Ariadne — most of which it sub- 
sequently sold back to former Ariadne 
chairman, New Zealand businessman 
Bruce Judge, through his new company, 
Magenta Holdings. 

Adler’s place as chief executive at 
FAI has been taken by his son Rodney, 
who has declined the chairmanship and 
indicated that the company is headed 
for a period of consolidation, during 
which any acquisitions will be in the in- 
surance field, rather than the high- 
risk raids for which his father was fam- 
ous. 

But the struggle for Ariadne con- 
tinues, with Judge making a determined 
effort at the annual general meeting on 
19 December to depose the board from 








Although the timing of the new legis- | 








Meanwhile, the new privately run 
stock exchanges will be able to. operate 
as limited liability companies with à 
minimum paid-up capital of Rps 500 
million (US$294,117). These privately 
operated exchanges must be wholly 
owned by Indonesian citizens or In- 
donesian national corporations. The 


| new legislation also makes it possible 


for companies whose shares are regis- 
tered on other stock exchanges to regis- 
ter their shares for trading on the 
Jakarta exchange. 

Business sources say there are a 
range of healthy provincial-based com- 
panies which would be interested in is- 
suing shares on local stockmarkets. The 
lure of potential capitalisation on the 
Jakarta exchange will doubtless also 
prove attractive. 

The current share price mini-boom 
is seen as a taste of the potential divi- 
dends to be made in Indonesia's capital 
market. But much will depend on the 
willingness of more companies tc ^^ 

ublic. "The market by itself is still 
ited. The crucial thing is to encourage 
more share issues," said one local busi- 





nesswoman. 

As yet, the bullish optimism of many 
Jakarta brokers is not matched by the 
willingness of companies to chance a 
public listing. “They are worried about 
who will be buying their shares,” said 
one company executive, referring to 
the о of participation by the 
powerful Liem Sioe Long Group in the 
recent share-buying spree in Jakarta. 
Current share prices, though, are 
seen by some as overvalued and bear 
little relation to the companies’ per- 
formance. 





the floor as the holder of 19.796 of the 
company's shares. 

So successful was he that he roused 
other small shareholders to vote two di- 
rectors off the board. But he failed to re- 
move the second-largest sharehol 
Malcolm Edwards, who is aiming to aw- 
quire a controlling interest in Ariadne. 
After the meeting, the board appointed 
Edwards managing director and chief 
executive. 

The final struggle may now depend on 
the outcome of a court case in which EIE 
and Essington are fighting a decision by 
the Australian National Companies and 
Securities Commission (NCSC) to label 
as "unacceptable" their alleged dealings 
in Ariadne, including Essington's ac- 
quisitions from the Bank of New Zea- 
land through a joint-venture company 
and its bid for Magenta's FAI parcel, 
which is now before shareholders. 

EIE investment adviser эш 
Ishizaki, named personally by the 
NCSC, has denied that ETE has had any 
interest in Ariadne at all except the pur- 
chase of Sanctuary Cove, though his 
personal company, Axis, does own 4896 
of an Essington subsidiary, Essington 





Development. 
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Call in the taxman 


pss new government faces an 
urgent task in solving the two eco- 
nomic problems which all political par- 
ties agree have become critical — a 
deepening budget deficit and a growing 
current-account imbalance. 

The budget deficit in the 1989 fiscal 
por ending 30 June) is ries to top 

.83 billion (USS2.17 billion) or 

5.3% of GDP, though many believe it 
will be higher. Last year the budget def- 
icit reached 8.5% of GDP. Pakistan is 
under pressure from the IMF, which is 
considerjng granting the country a US$1 
billion standby loan and structural ad- 
justment facility, to cut the deficit to 
about 4% of GDP. 

The deficit is a result of Pakistan’s 
бе to mobilise domestic savings 

„ugh taxation. Instead, most deve- 
1opment projects are financed almost 
entirely by foreign aid. According to 
Ehsan-ul Haq Piracha, the minister of 
state for finance, the previous govern- 
ment also borrowed from the cen- 
tral and state-run banks for some Rs 
7.3 billion in the first five-and-a- 
half months of the current fiscal 
year in an effort to finance the 
shortfall. 

.Piracha says Benazir Bhutto's 
government is determined to curb 
the deficit by monitoring expendi- 
ture and by stepping up tax collec- 
tion. However, the government 
will find its powers to do so are se- 
verely circumscribed. 

Bhutto's populist government 
is committed to raising the qua- 
lity of life of the majority of 
Pakistanis and already faces an 


. | Y28.96b 
6m) 


A$88.71m 
(US$75.4m) 


A$523.8m 
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upsurge in public demands. But the 
existing budget allocation of resources 
will be difficult to adjust. At the mo- 
ment defence consumes 40% of total 
revenues, domestic debt servicing 
27%, and general administration and 
social services 27%. 

Successive government efforts to 
widen the tax net and raise additional 
revenue have met stiff opposition. The 
latest attempt in June prompted wide- 
spread agitation by businesses. 

The government will also have to 
face up to a growing current-account 
imbalance and a shortage of foreign ex- 
change. The current-account gap nar- 
rowed from US$1.68 billion in fiscal 
1985 to US$719 million in 1987. But it 
widened again to US$1.59 billion in fis- 
cal 1988. The projected deficit for fiscal 
1989 is US$1.1 million. 

In December cash foreign-exchange 
reserves slipped to US$300 million — 
equivalent to about two weeks' imports. 
The country also has about US$865 mil- 
lion in bullion reserves. Pakistan nor- 
mally feels comfortable with cash re- 


THE RED INK SPREADS 





serves of about US$600-800 million. 

The IMF package would enable Pakis- 

tan to boost reserves to comfortable 

levels. It will also be helped by the tradi- 
tional pick-up in export earnings in the 
second half of the fiscal year. 

Exports in the first four months 
(July-October) were US$1.31 billion, 
compared with a full-year figure of 
US$4.4 billion in fiscal 1988. Imports 
for four months were US$1.98 billion, 
against US$6.3 billion. 

The government must also contain 
inflation, which is already running at an- 
nual rate of 15%. This year's sharp rise 
in prices was fuelled by a slump in indus- 
trial output following drought, floods, 
the uncertainties of political transition 
and ethnic disturbances. 

Former finance minister Mahbub-ul 
Haq admits the economy is in difficulty. 
But he insists there are positive signs. 
Per capita income, for instance, rose in 
constant terms from US$209 in 1977 to 
US$350 this year. Over the same period, 
however, foreign debt rose from US$3.5 
billion to US$12.5 billion and debt servic- 
ing jumped from US$311 million a year to 
{12 billion. 

Farm and factory output have also 
held up well, despite adverse con- 
ditions. Agricultural output in 
1988-89 will probably grow at 
around the 4.5% rate achieved in 
the previous year. The growth 
target was 6.9%, but floods and 
drought have made that unlike- 
1 


їп 
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y. 
Industrial growth is expected 


to be around 796, down from the 
7.6% level of 1987-88 because of 
disruption to production caused 
by ethnic riots and the elections. 
— Mohammed Aftab 





Taiwan's largest food processing company's revenue fall 





due to splitting off 7-Eleven foodstores 


Leading Taiwan appliance maker boosted figures by property 
sales. Flat growth forecast for 1989. 


Comparisons of Hongkong property company changed to 
reflect new accounting practices. 


Australian building 





products group expects to continue to 


benefit from Australian building boom 


Lower profits and sales stem from lower power charges. 
Diversified Australian food group gives unfranked final 
dividend alternative of 17 Ag, making 30 Ае. 

Steel was the best performing sector for diversified 
Australian resources group. 
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pound 
dolar 
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127 
0.597 
1.223 
6.349 
7.8115 
14.545 
1,701.00 
133.85 
2.661 
1.65 
17.83 
21.23 
2.039 
719.60 
32.928 
1.579 





28.93 
25.52 
1.869 


1.40 
0.544 
1.308 
5.477 
7.775 
12.875 
1,650.00 
126.42 
2.491 
1.544 
17.4825 
20.80 
1.998 
794.00 
28.93 
1.3155 
28.56 
25.20 
1.619 
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Prime 
fending 


1-year 
treasury 
bills/bonds*t 


interbank 
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6 monthst 





Australia 
Britain 
Hongkong 
indonesia 


Japan 





Malaysia 
New Zealand 
Philippines 
Singapore 
South Korea 





Communist 
countries 





China 


Taiwan 
Thailand 
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16.50 
13.00 
10.00 
22.00 
*8.70 
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6.75 
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6.13 
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6.75 
12.00 
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US$=Rmb 3.722 

HKS=Rimb 0,476 
Soviet Union 

USS = Rouble 0.5984 
Laos 

USS$= New Kip 430.00 
Vietnam 

US$=Dong 2,600.00 


EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATES} 
a E 1 month 3 months 6 months 12 months 


9.4375 9.50 
13.00 12.9375 
4.5625 4.625 
5.00 4.9375 
5.5625 5.5625 
14.50 14.625 
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Yen 
Swiss Fr. 


9.78125 
12.8125 
475 
5.0625 
5.625 
14.125 
10,5625 


9.59375 
12.6875 
4.6875 
4.8125 
5.625 
14.875 
11.25 


Source: Telerate, Vickers da Costa & Co. 
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Other: 5081 = US$1.36430, ECU1 = US$1.1778, 
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3 months forward: Japan Y 124.50, 
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Source: Telerate for spot and forward rates from Asian money markets, Republic Na- | | 
tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for official rates. 
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10 years * 
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3-5 yearst 
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7-10 yearst 





n.a. 
n.a. 
13.45 
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10.33 
10.66 
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na. 

n.a. 
11.11 
10.66 


14.2475 
13.60 
14.48 
13,82 


4.45 
4.69 


7.45 
7.86 
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5.66 
6.30 
na. 
na. 


13.37 
12.83 


10.26 
10.17 
10.20 
10.25 


n.a. 
n.a. 
10.70 
10.28 


141375 
1x25 
14.09 
13.34 


4.37 
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Source: Telerate. 
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3.6 42 


9.4 


7-75 


US$19.01b 
(Аид) 
USS$14.35b 


3.5-4.5 


USS90.28b 
(Sept.) 
USS71.78b 


юзь 
-US$0.63b 
-USS0.96b 


US$12.11b 
*35.87 
*29.98 











eu 
USS7.86b 


* USSO0.61b(4) 
(Jan.-Mar. 


US$15.84b(6) 
*6.5 
*28.9 

USS13.58b(6) 
+4.3 

1976= 100 


211.3 
(July-Sept.) 
*0.9 





Won 45.10t 
(Oct) 
ul 


* 19. 


(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index А (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only (5) IMF definition of reserves minus gold 
except for Singapore (6) Customs basis (7) fob (8) cif (9) Excluding petroleum products (10) M3 (11) % change over past 3 months Source: Official statistics. 
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All quiet on the eastern front 


INVESTORS gave up waiting for the pre-Christmas rally, and except where local factors scared them back to 
the market to dump stock, they avoided major involvement in the period ending 19 Dec. 


TOKYO: Shares retreated from the 
previous period's record levels as in- 
terest rate fears held sway. Asset-rich 
stocks suffered, but demand-related is- 
sues such electronics stocks fared bet- 
ter. Fanuc rose ¥580 (US$4.67) to 
*6,290 and Nikon gained ¥170 to 
X1,350. Turnover during the period 
was a subdued 774m shares a day 
worth Y 888b. 


HONGKONG: The market drifted 


lower as investors pulled out of the 
market and returned home for the 
Christmas holidays. Trading was pre- 
dictably quiet in the absence of news, 
and daily volume averaged only 322m 
shares worth HK$559m (US$71.62m). 
Hongkong Telecom was down 10 HK 
cents to HK$4.82 and Hongkong Bank 
fell 10 HK cents to HKS6.20. 


SINGAPORE: Malaysian-based coun- 
ters were the focus of what little buying 
interest there was on the exchange. 
Turnover averaged 16.43m shares, 
valued at $$30.23m (US$15.49m). Later 
in the pies Avimo shot up on unex- 
pectedly better figures and closed 10 S 
cents at S$3.20 on profit-taking. 
Apollo Hotel gained another 10S cents 
to S$1.50 on takeover rumours. 


KUALA LUMPUR: Shares prices 
closed marginally up on more active 
trading, swelled by a single deal for 
15.4m Sime Darby, which finished un- 
changed at M$4.14 (US$1.53). Good 
results helped sentiment and TV3's 
31% increase in net-profit pushed the 
counter 10 M cents up to M$5.10. 
Turnover averaged 11.84m shares 
daily, valued at M$31.58m. 


BANGKOK: The slide continued de- 
spite some softening of interest rates. 
npopular capital increases by the 
Saha Union group and Siam Commer- 
cial Bank pushed the market lower. 
Heightened trade tensions with the US 
also encouraged the bears. Volume 
and turnover was lower. Bangkok 
Bank fell to Baht 265 (US$10.66), 
while IFCT recovered to Baht 95. 


MANILA: Oil stocks advanced follow- 
ing a government announcement ofin- 
tensified drilling activities їп 1989, 
Mines were slightly down, in line with 
copper price trends. Among blue- 
chips, Ayala was up 30% to Р 14.25 (73 
US cents) while PLDT inched up 2.3% 
to P225 on strong overseas support. 
Average turnover was 1.72 billion 
shares, worth P87.52 million. 








AUSTRALIA: Disastrous balance of 
trade figures, combined with tumbling 
platinum and gold prices, scared the 
market and sent investors scuttling for 
cover. Even BHP, reporting buoyant 
profits, lost 10 A cents (8.5 US cents) 
to A$6.82. Banks suffered: Westpac 
shed 22 A cents to A$5.92 and National 
Australia Bank fell 12 A cents to 
A$6.54. 


NEW ZEALAND: The departure of fi- 
nance minister Roger Douglas on 14 
December ended the political tension, 
and encouraged a market which had 
dropped the day before to a new low 
for the year. Volumes rose to 65.05m, 
worth NZ$84.25m (US$52.23m), on 
renewed confidence. Fletcher Chal- 
lenge rose 5 NZ cents to NZ$4.41; 
Brierley 14 NZ cents to NZ$1.28. 


SEOUL: The market slipped when the 
authorities doubled the margin re- 
uirement and ordered brokers to re- 
uce receivables. Volume dropped to 
19.4m shares worth Won 494.7b 
(US$712m). Investors spurned fi- 
nance-related stocks, giving à boost in- 
stead to trade, up 10.9% , and construc- 
tion companies such as Daewoo and 
Samsung, which both showed gains. 


TAIPEI: Investors reacted badly to the 
central bank's attempt to slow money- 
supply growth and tighten credit. A 
technical correction brought some re- 
covery at the end of the period. Aver- 
age у turnover fell to NT$24.93b 
(USSS85.9m). Cathay Construction 
declined NT$19.50, from NT$121 to 
NT$101.50. Hua Nan Commercial 
Bank fell NT$108, to NT$578. 


BOMBAY: Heavy institutional buying 
provoked a second-day surge which 
faded rapidly as bears took a grip on 
the market. Even two downward revi- 
sions of daily margins failed to tempt 
bulls. Average daily volume dropped 
from its November average of Rs 
(US$54.54m) to Rs 480m. Tata Steel 
fell Rs 33.75 to Rs 1,030 and Associated 
Cement lost Rs 42.50 to Rs 360. 


NEW YORK: The drop in the trade def- 
icit announced mid-period did not stem 
fears that the economy was overheat- 
ing and interest rate rises were possi- 
ble. Prices fell mildly, but not enough 
to offset early gains. Total turnover 
was 760.3 shares. The Dow Jones In- 
dustrial Average finished slightly 
higher, while the Morgan Stanley Cap- 
ital International Index fell. 
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| ENGLISH LANGUAGE 
| INTENSIVE COURSES 
| FOR | 

` OVERSEAS STUDENTS 


The Western Australian College of Advanced Education is one of the 
largest government-funded, degree-awarding tertiary institutions in Australia 
. with more than 13,000 students studying in some 163 different undergraduate 
and postgraduate degree programmes through six campuses - five campuses in 
~~ Perth metropolitan area and one in the south-west of the state in Bunbury. 
laremont, the oldest of the six campuses was established as а 
overnment teachers’ college in 1902 and the Western Australian College of 
Advanced Education was officially gazetted through Act of Parliament as a 
corporate body that encompassed all six campuses in 1981. 
oo The Claremont and Mount Lawley campuses are the locations for the 
``" ELICOS (English Language Intensive Courses for Overseas Students) 
Ё. programmes offered by the Western Australian College of Advanced 
b>. Education in Perth. 
The ELICOS programmes are accredited by the Australian Department 
[| of Education. The Western Australian College of Advanced Education is a 
Ш member of the Australian Committee of Directors and Principals which, 
Ш. together with the Australian Vice-Chancellors’ Committee, represents the 
‘tertiary education sector in Australia. 
The ELICOS programmes include a General English Course and a short 
‘course Academic Skills Transition Programme. 


GENERAL ENGLISH COURSES 


University qualified and experienced teachers assist students through: а 
` carefully planned series of eight modules. These modules cater for all students 
from beginners to.advanced level preparing them for higher education 
programmes. | 
In the advanced groups, there is an emphasis on students learning the 
language necessary for success at tertiary education level. Advanced students 
сап arrange to attend degree course lectures in subjects of their choice. This 
arrangement. assists the students English development and also provides a 
oreater insight into the environment of the life at an Australian tertiary 
bation institution. 
ACADEMIC SKILLS TRANSITION PROGRAMME 
ms : This five-week course is held in January-February each year and aims to 
^s help overseas students who have been accepted to study for undergraduate or 
postgraduate degrees at Australian universities and colleges of advanced 
education... 
2 The transition programme has been specifically designed to bridge the 
condary and tertiary study areas as well as the Overseas and Australian 


: cultures. 
UOS COURSES TIMETABLE 
^ ACADEMIC SKILLS TRANSITION: 
`. January 9 - February 10, 1989. 
: GENERAL ENGLISH COURSE: 
‚ February 13 - June 23, 1989 (Semester 1) 
July 24 - December 1, 1989 (Semester 2) 
. . FULL DETAILS FROM: 


Mr Chris Lowson, Co-ordinator of ELICOS 

Western Australian College of Advanced Education 

Bradford Street, MOUNT LAWLEY, 6050, Western Australia. 
Facsimile (619) 370 2910 


>= 
FT 


: Western Australian College of Advanced Education 


















































The Harvard institute for international Developm: : 
pleased to announce its 1989 schedule of short-term 
training programs for mid-career professionals. 


* Workshop on Public Enterprise Policy and Manage- 
ment in Developing Countries | "T. 
Cambridge, Mass: June uly 28 


* Workshop on BudgetinginthePublieSector |. 
Cambridge, Mass: June 26Augnest 9- 


* Program on Investment Appraisaland Management — 
Cambridge, Mass: June 26-August I8 








Harvard Programs Abroad 
* Course on Banking and Monetary Policy in 


Developing Countries 
Singapore: May Sune 10 


For program information and applications, contact Harvard 
Institute for International Development, One Eliot Street, - 
Cambridge, MA 02138, USA. Telex: RCA 275276; TWX 
7103200315; fax (617) 495-0527; tel (617) 495-2161. Please 
specify program of interest. 















PACIFIC CENTRE — HONG KONG ЛА. | 
The 1st Business Centre on Kowloon side — can offer vou a bright, MN 
new attractive office in a prestigious location in Tsim Sha Tsui. We alse | 
supply Rent-a-Desk, Instant Companies, Address Services, Sec facifitios; = 
Accounting, Filing, Telex, Fax and, in fact, all Business Services, ps 
9th & IOth/F, Bank of America Bldg., 1 Kowloon Park Drive, Taio; 
Kowloon, Hong Kong. Tek SIG: 
Telex: 56443 WATC HX/33412 PCFCT HX Fax: 3723000873. 7. 25007 














Readers are recommended 


to make appropriate enquiries and take approp 
riate advice before sending any money, incurring |. 
any expense or entering into a binding commi- | 

ment in relation to an advertisement. The Far East | 
ern Economic Review shall not be liable to any per- 
son for loss or damage incurred or suffered as a re- 
sult of his/her accepting or offering to accept an in- 
vitation contained in any advertisement published | 
in the Review. 
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Magnificent U.S.A. Facility 


Manufacturing/Research 








Unisys Corporation has a building to sell or lease. 
The merger that formed Unisys also produced a surplus of facilities. 


For sale or lease is a 248,000 square-foot building on a 40-acre parcel of land. The building 
is state-of-the-art and situated in a campus-type setting in suburban Minneapolis/St. Paul, 
Minnesota. This central U.S.A. location is adjacent to the Interstate highway system and 
only minutes from the Minneapolis/ St. Paul International Airport. 


'.: Special Features: 





О. 50,000 sq. ft. of executive and support office space 
Q Full-service kitchen and dining facility 

Multi-media presentation center 

Q 50,000 sq. ft. of laboratory area 

Q Many high-tech operating and security features 


‚ The price for this 1983 facility is only $20 million, less than half of what it would 
cost to build now; lease terms and full offering details are available on request. 





FOR MORE INFORMATION, CONTACT: 
Cummings Group Inc. 


INTERNATIONAL REAL ESTATE CONSULTANTS 





Keith Murray Cummings, President 


308 E. 51st Street, New York, NY 10022 


COMMERCIAL PROPERTY FOR SALE 
BY OWNER 


TORONTO, ONTARIO 
"Extremely well located property, Ten 
губаг tease to quality tenant paying ай 
costs and maintenance. Redevelop- 
ment potential. For further information 
write to Мг, Fonseca, 20 Queen Street 
‘West, Box 38 Toronto, Ontario, С 


MSH ЗАЗ or Fax (416) 340-7220. 


This space is reserved for 


__| Classified Advertisements 


Reservations should be 
addressed to: 


International Classified Manager 
Far Eastern Economic Review, 
5. 15th Floor, 80 Gloucester Road, 
GPO Box 160, Hongkong 
Tel: 5-293123 
Telex: 62497 REVAD HX 





(212) 486-3100 Fax: (212) 486-3150 























COPYRIGHT REPRINTS 


The combined efforts of the Far Eastern Economic Review's large 
and highly skilled editorial team have made it the premier source of 
| information for those who do business, or have an interest, in or 
with Asia, 
As a testimony to the publication's editorial quality, many Review 
articles have, over the years, been reprinted in newspapers, 
magazines, educational textbooks, newsletters etc throughout the 
world. 


Should you as an editor, publisher or on behalf of an organisation, 
educational establishment etc wish to enquire about our reprint 
and copyright charges, please address your correspondence to: 


Managing Director 
Review Publishing Company Limited 
GPO Box 160, Hong Kong 
Tel: §-293123 Fax: 5-8656197 
Telex: 82804 REVMD HX 


We welcome enquiries from all interested parties and assure you of 
our prompt, individual attention. 


















Classify | 
Your Property. | 


200 acres outside 


seller there's a 


“look for; Revi 


hold over U 


real estate. People who 
make big mo с 


Phone Karen Со 
Tel: 5.293123. 


FarEasternEconomic 


Command ап 
Elusive Audience 











“SENIOR LECTURERS 
IN MANAGEMENT 


3 POSTS 


Located in north-east Swaziland, the Mananga 
Agricultural Management Centre is an international, post- 
experience Management Development Institution. with an 
agricultural bias catering for middle and senior managers 
from developing countries. Over 2000 managers from 51 
countries have attended courses at Mananga and also in 
their own countries as participants in MAMC's outreach 
programmes. The objective of MAMC's residential and 
outreach activity is to meet the market demand for highly 
effective and well-motivated managers in both the public 
and private sectors. 

To keep pace with the growth in demand for 
МАМС'ѕ services three new Senior Lecturers’ posts are 
репа added to the academic faculty which will increase 
_ from six to nine. 

"Applications: are invited from suitably qualified and 
х experienced personnel with specific expertise 
їп the following areas: financial management; 
human resource management; rural. develop- 
ment; . strategic planning; management 
consultancy; use and application of computers. 
г Formal qualifications should include a 
. relevant degree. A post-graduate qualification 








































TheR ecognized Authority 

Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Review Publishing 
company Limited has long been recognized by lead- 
J business executives throughout the world as the 
` most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Ra 

- Ot information 

overing subjects which range from foreign invest- 
ent to fashion, electronics, telecommunication, 
ngineering, contract negotiations and to literally 
ozens of others the CHINA TRADE REPORT is 
` essential reading for anyone doing, or wishing to do, 
b business with China. 


ji You Could Gather It Yourself 

ou probably could get the same information on your 
but in order to locate what is contained in each 
yerg-16 foolscap page issue of CHINA TRADE 
ORT you'd have to read hundreds of publications, 
-to mention have your own network of people re- 
rting from all the important zones in.China. 
Ihy not subscribe now and discover for yourself how 
CHINA TRADE REPORT can help eliminate the 
tery and much of the risk in doing business with 
na. 

















You Could Gather It Yourself 
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would be desirable though not essential. Аз important is 
an ability to undertake a variety of responsibilities and the 
confidence to work with experienced and mature 
managers. Management experience at senior aig espe С 
cially in developing countries, will thus also be | 
advantage. While the working language of MAMC is | 
Eng lish, the faculty is international and at least one pad 
will be filled by a Portuguese speaker. | 

Appointments will be with MAMC on a two-year 
fixed-term contract in the first instance. The remuneration 
package includes a competitive salary, annual leave with 
free passages, a high standard of housing at à nominal 
rent, education allowance, free medical cover and a ter- 
minal gratuity. 

Interested applicants should send a detailed CV by 
first cass airmail, and marked ‘Confidential’, to: 
The Director, Mananga Agricultural Manage- 
ment Centre, PO Box 20, Mhlurne, Swaziland. 
Closing date 14th January 1989. 

Interviews will be held early in 1989 in 
either the UK or Swaziland whichever is the 
nearer venue, All applications will be 
acknowledged. 


MANANGA AGRICULTURAL MANAGEMENT CENTRE 
SWAZILAND 


Small Investment . . . Handsome Dividends 
Start benefiting immediately from the information- 
packed CHINA TRADE REPORT by subscribing . 
now. A small investment today may pay handsome 
dividends later in saved time, energy and money. 













p 
| Postthis coupon today! 

Circulation Manager, 

Review Publishing Company Limited, 

G. P. O. Box 160, Hong Kong. 

Please enter. my one year subscription (12 issues) for the 
`: CHINA TRADE REPORT. 1 enclose a cheque/money Order 











of. | Mada out to the Review Publishing Company 

Limited. Or, please charge my credit card (tick one): 
American Express C] Diners Club [7 
MasterCard Û] Visa LJ 

(Please print in block letters) 

Card No.: Soe 

Exp. Date: EE ET 

Signature: ———— MÀ 

NERE ete tl н Ды н aimes re inpr iin 

Address: VOR 








Annual subscription rates: HK$2,730/08$350 
Sent airmail anywhere in the world. 
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LETTER FROM IBUSUKI 








great advantage enjoyed by the Ja- 

panese in living on the edge of a tec- 
tonic plate is to be able to luxuriate in 
one of the hundreds of mineral-rich 
baths heated by the fires that emanate 
from the subterranean depths. 

Indeed, immersion in an onsen, as 
they are called, may be the best way to 
contemplate one of the disadvantages of 
Japan: а new report from the National 
Land Agency which says that an earth- 
quake with a magnitude of 7.9 on the 
Richter scale striking Tokyo on a winter 
evening with a prevailing wind speed of 
4 m a second would kill more than 
150,000 people and lead to the destruc- 
tion by fire of two-fifths of the houses in 
the area. 

It is a sobering thought to take on a 
trip to Kyushu, particularly if a visit is 
made to the spa town of Ibusuki on the 
southwestern tip of the most southerly 
large island in the Japanese chain. 
There is no onsen farther from the ac- 
tion, should an earthquake repeat the 
disaster that hit Tokyo in 1923. You 
could lie there and probably not even 
feel a ripple, as it were. 

Ibusuki has two claims to fame. The 


The jungle bath is something else 
again. Musty air greets you at the en- 
trance as you pay #600 (US$4.90) each 
to obtain tickets from a machine and are 
directed inside by the doorkeeper. On 
the left is a large bowling alley and 
beyond that is what looks like an aircraft 
hangar with a clear, perspex roof. 

No, it is not the bath itself, but а 
foretaste of what is to come, with 
bougainvillaeas and monsterosas саѕ- 
cading from 20 m high columns and in 
the distance an empty eating area with 
scores of tables laid for dinner. The vis- 


| itor follows the signs past an immense 


collection of souvenir stalls, apparent- 
ly containing every variety of pickled 


| vegetable to be found in Japan. At the 


first is the hot sand beach where patrons | 


lie up to their necks in black sand that 
has been heated naturally by under- 
ground thermal currents. It is supposed 
to be good for the blood circulation. 
The other is a thing called the Jungle 
Bath. It was pouring with rain the day 
we passed through, so the beach dip was 
given a miss and we drove instead to the 
jungle, which is in a very large building 
near a big, modern hotel. 

Although Japan's is a conformist 
society, there is always a tremendous 
range of goods and services on offer, 
whether it be refrigerators or onsens. 
Kyushu's baths range from the sublime 
to the, well, to the jungle bath. Beppu, 
on Kyushu's northwest coast, is the cap- 
ital of Japanese spas, full of gaudy 
fluorescence and sul- 


phur-steaming сһіт- | 
neys- Ног water 
gushes out of the 


ground in 3,800 differ- 
ent places. 

Many of its onsens 
are located on the top 
storey of buildings and 
so command a view 
out over Beppu Bay. 
A mere 20-km inland 
is the delightful oasis 
of Yufuin, where you 
can soak in the privacy 
of bath houses hun- 
dreds of years old — or 
in the open air, in the 
equivalent of a heated 
village pond complete 








with ducks and old 
women washing their 
clothes. 


| room 


An onsen in Kyushu: luxuriating in a mineral-rich bath. 


end of a gloomy corridor are the flash- 
ing lights of an amusement arcade. 
Down the stairs is the entrance to the 
jungle bath itself; at this point the two 
sexes go their separate ways. Mixed 
bathing became less common after the 
Meiji Restoration when, rather like 
Adam's loss of innocence when he ate 
the apple, the Japanese discovered that 
foreigners іп ros Laien advanced 
countries did not take their clothes off in 
public. There are still a few mixed on- 
sens around, but Ibusuki's is not one. 


A the counter where tickets are ex- 
changed for small metal discs, there 
were coachloads of people all dressed in 
the same yukata, the cotton robe to be 


found in every Japanese hostelry, and | 


all emanating from the hotel next door. 
The men trooped off to their changing 
to stow clothes in one of à 
thousand disc-operated lockers. 

They then headed for the bath armed 
with a small towel with which to wash 
and to cover the vital parts. When im- 
mersed in the soothing waters, many 
people place these towels on their 
heads. Its use isone of the many baffling 
bits of behaviour encountered every day 














| wandered from bath to bath, clutching 













in Japan. If bathers are all of the same 
sex, why the coyness? 

The jungle bath was a cavernous 
room filled with steam and sad-looking | 
tropical plants. Tackiness clung to the 
air. There were a series of baths on dif- 
ferent levels of the hall, some heart- 
shaped, others in the form of a lozenge, 
each of a different temperature. Bodies 


Ж 











their towels like а fig leaf. 
The centrepiece of the room was 
most popular: a circular bath wit 
chipped, plaster statue of something ap- 
proximating to Venus de Milo. Nobody 
was to be found soaking in the hottest of 
the baths. It is a myth that Japanese 
bodies are more resistant to high tem- 
peratures than other people's. 
Condensation streamed down the 
walls and dripped off the ceiling onto 
people’s backs as they sat on small plas- 
tic stools to engage in the first ritual — ' | 
ablutions. In Japan, you wash pus 
ously in order to have a bath, not the 
other way round. While engaged in this ^ 
important activity, a tipsy Japanese | 
commandeered the taps attached to one 
unfortunate's shower, suddenly flood- 
ing him with ice-cold. water before | 
lurching off into the murk. | 
In the corner of the hall, there was # 
even а water slide, made of a composite 
of stone and concrete. The constant + 
stream of water running down to lu 1 
cate it had eroded some of the mo 
thereby roughening the surface. A 
body foolhardy 
enough to launch him- 
self from the top would 
have snagged his bum | 
on the side. { 
How different from’ 
our next bath-of-cail 
the following day at 
Yamaguchi, on the 
wooded slopes of a 
huge volcano call 
Mount Aso. The lit 
hotel had an outdc 
bath under a thatch 
roof oyerlooking 
mountain stream. Ny 
treacherous wate, 
slides this time, just the 
babble of water below , 
and the fall of snów: 
around us, bracing and . 
soothing at the same. 
time. — Nigel Holloway. 
ГУ; 







—— 





NIGEL HOLLOWAY 
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Thirty-five years ago our fleet was modest; one Dakota named 
Kazma’. And, as a tribute to our past, we have kept this name 
or one aircraft in our modern fleet. 


But there - the resemblance ends. 


Kuwait Airways today and enjoy an ultra-sophisticated 
о COUDIEd with.ahighly-trained crew. 


i winning formula which equals unsurpassed service.when 
T the four continents with Kuwait Airways. 


Sl ZA pui: 
KUWAIT AIRWAYS : 
[a M ia «м 








There’s no cognac more rare and precious 


than Camus Extra. In recognition of its exceptional 


quality, smooth and mellow taste, and fine bouquet, 
Camus Extra was voted the best cognac in the world at 
the 1987 International Wine and Spirit Competition. 


The best cognac in the world. 





